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ANDHRA 


Memoranda presented by the Finance Department, Government of Andhra, 

to the Taxation Enquiry Commission. 

MEMORANDUM I 


General Note on 

An analysis of the revenue derived from taxation 
and other sources is given below. The figures are given 
only for 1953-54 (Second half-year) and 1954-55, as this 
State was newly constituted with effect from the 1st 
October 1953. 

Percentage 


Description of the items of 
revenue 

Revised 
Estimate 
for 1953-54 
(six mon¬ 
ths) 

Budget Es¬ 
timate for 
1954-55 

to total 
revenue in 
respect 
of colu- 
mn (3) 

(1) 

(2) 

(3) 

( 4 ) 


Rupees in 
Lakhs 

Rupees in 
Lakhs 

Per cent 

I. Share of Central revenue 
from Income tax and 

Union Excise duties. 

II, Principal Heads of Reve¬ 
nue— 

217*25 

436-96 

20*3 

Land Revenue (includ¬ 
ing portion due to Irri¬ 
gation), 

03 

U1 

< y > 

0 

0 

4,78* 00 

... 

State Excise duties . 

4- 22 

6*39 


Stamps .... 

85-*5 

1,87*24 


Forest .... 

24-67 

39 * 9 i 

... 

Registration * 

13-29 

30*54 


Receipts from Motor Ve¬ 
hicles Acts. 

Other taxes and duties— 

7 ** *7 

L 42*34 


General salestax 

i, 60 *00 

3,15*00 


Receipts under the sale of 
Motor Spirit Taxation 
Act. 

26*00 

55 *oo 


Other items 

25-38 

53*i2 


Total II . 

Ill, Receipts from Electricity 
Schemes— 

7,65-88 

13 . 09*54 

62-3 

(Net after deducting 
working expenses), 

IV. Grants from the Central 
Government— 

7*01 

23*00 

t* 1 

Grow More Food and 
other Development 
schemes. 

25*00 

50*81 


Community Develop¬ 
ment Projects. 

5*36 

20*21 


Local Development 
Works. 

4*00 

7*38 


Grants for special deve¬ 
lopment schemes for 
the welfare of schedul¬ 
ed tribes under Article 
275 of the Constitu¬ 
tion. 

7*60 

10* 61 


Grants from Handloom 
Cess Fund, 

26-54 

36-54 

... 

(Other Central grants of 
amelioration of ci i- 
minal tribes, National 
filarial control scheme 
and educational sche¬ 
mes included in the 
Five-Year Plan). 

1*00 

10-73 


Total IV 

70*00 

126*28 

6* 0 

V Receipts under other heads 

1,35*20 

2 , 17*03 

io*3 

Grand Total , 

“. 95-34 

21,02* 8l 



State Taxation 

It will be observed from the above analysis that the 
share of Central revenue from Income-tax and Excise 
duties allocated to the State with reference to the pro¬ 
visions of Articles 270 and 272, respectively, of the Con¬ 
stitution together with Central grants for Grow More 
Food and other development schemes included in the 
Five-Year Plan from 25 per cent, of the total revenue, 
while the receipts from the principal heads such as 
land revenue, stamp and excise duties, commercial taxes 
etc., amount to slightly over 62 per cent. The latter 
receipts represent mostly revenue from taxation. A sum 
of Rs, 103 lakhs being the share of Union Excise duties 
allocated to the State is a new item of revenue that has 
accrued to the State as a result of the recommendations 
of the Finance Commission of 1952. 

As regards expenditure on Revenue Account, figures 
for the Revised Estimate, 1953-54 and the Budget Esti¬ 
mate 1954-55 relating to what are called nation-build¬ 
ing services and other items are given below, indicat¬ 
ing also the percentages which these two classes of ex¬ 
penditure bear to the total expenditure. The figures 
relating to the former class include expenditure on 
development schemes in the Five-Year Plan. 

Percentage 

Revised Budget Es- to total 

Estimate timate expendi- 

1953-54 1 954-55 ture in res¬ 

pect of 
column (3) 

Rupees in R upees in 
1ikhfc lakhs 

I. Nation building sei vices— 

Irrigation . . * 103*97 2,05*52 

Education . . . 248*92 4,22*17 

Medical . . . 44*13 1,01*46 

Public Health . . 31*67 55* 14 

Agriculture . . 41*91 75*74 

Veterinary . . * 12*80 24*18 

Co-operation . , 39*22 56*20 

Industries . . . 28*21 50*29 

Electricity . . . 39*96 1,02*62 

Community Develop- 14*62 36*15 

ment. 

Total . 5 . 95*43 11,29*47 47 *° 


II. Direct demands on revenue 1,15*24 2,33*19 9*7 

(or charges of adminis¬ 
tration relating to the 
principal heads of reve¬ 
nue). 

III. Other heads (General Ad- 5,81*15 10,39*33 43*3 

ministration, Adminis¬ 
tration of Justice, Police, 
etc.) 

Grand Total . 12,91*82 24,01*99 


The above figures show that nearly half the expendi¬ 
ture on Revenue Account relates to nation-building 
services, while about a tenth of the expenditure repre¬ 
sents cost of administration in respect of the principal 
heads of revenue. The latter figure does not include 
the charges for collection of land revenue in full, as 
part of these charges come under “General Administra¬ 
tion (District Administration)” which is included under 
“HI.*-*Other heads”. If a portion, say 1 crore, of the 
expenditure on district administration (Rs. 2*16 crores) 
is added to the figure against II, the total charges for 
collection of revenue under the principal heads will 
come to about 14 per cent The expenditure on nation¬ 
building services together with charges for collection of 
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revenue will then form about 61 per cent, of the total 
expenditure on Revenue Account, 

It may also be mentioned that the provision made for 
schemes included in the Five-Year Plan in the Revised 
Estimate, 19J3-54 and the Budget Estimate, 1954-55 is 
Rs. 193*12 lakhs and Rs. 338*76 lakhs, respectively. 

Capital expenditure and disbursements of loans and 
advances .—The provision included under the main 
heads of capital expenditure and loans and advances is 
indicated below— 


Head of account 

Revised 

Estimate 

1953-54 

Budget Es¬ 
timate 
1954-55 


(Rupees in 
lakhs) 

(Rupees in 
lakhs) 

Capital Heads — 

Irrigation Schemes .... 
Buildings 

Electricity Schemes .... 
Other heads ..... 

1,68*74 

63*09 

3 . 3 i ’49 

— 1 . 34 * 75 * 

3.38-36 
1,08* 58 
5,24*08 

49*93 

Total 

4.38-57 

1,018*85 

Loans and advances -—- 

Advances to cultivators, local bodies, co¬ 
operative societies, etc. 

1.91-38 

2,03*50 


6,19*85 

12,22* 35 


Including additional provision on account of the revi¬ 
sion of the estimates for Machkund Hydro-Thermal 
Project and provision for Tungabhadra Hydro-Thermal 
Scheme, the cost of the plan comes to Rs, 59 crores. To 
this figure should be added the expenditure on irriga¬ 
tion schemes in scarcity areas estimated at Rs. 5 crores, 
for which the Central Government have set apart a 
sum of Rs. 40 crores in their expanded plan. The total 
cost of the plan in respect of Andhra Stale will then 
be Rs. 64 crores The expenditure to end of 1953-54 is 
expected to be about Rs. 36 crores leaving an expendi¬ 
ture of Rs, 28 crores to be incurred in 1954-55 and 1955- 
56, the two remaining years of the first Five Year 
Plan period. The estimated expenditure for 1954-55 is 
about Rs. 1 4 crores, leaving Rs. 14 crores to be spent in 
1955-56. The resources available for meeting the ex- 
penidturc in 1954-55 are indicated below :— 

(Rupees in 
crores) 


A. Receipts on Revenue Account 21*03 

B. Deduct —Grants from the ” 
Government of India for 

Grow More Food, Commu- v 1 • 26 
••ity Development etc., 
schemes, 

G. (A—-B) Balance . 19* 77 

D. Development expenditure 0*22 

outside the plan. 

E. Non-development expen- 20*68 

diture. 


(■"The minus figure in th« Revised Estimate 1953-54 is due to tin* credit i'or 
sale of rice to other States out of the stocks on 30-9-1953 which belonged to the 
Government of India. It will have to be repaid later to the Government of India.) 

Out of the provision of Rs. 10'19 crores for capital ex- 
penditure and Rs. 2:04 crores for loans and advances, 
the provision for development schemes included in the 
Five-Year Plan is Rs. 9'07 crores and Rs. 55; 15 lakhs 
respectively. The entire provision under “Irrigation and 
Electricity” is for schemes included in the Five-Year 
Plan. 

Five Year-Plan 

The Five-Year Plan of the Composite Madras State 
totalled Rs. 141 crores approximately. A tentative 
break-up of the plan as regards Andhra State alone has 
been worked out and this comes to about Rs, 51 crores 
as detailed below :— 


Agriculture . 


(Rupees in 
crores) 

6*61 

Veternary 


*49 

Forests 


. * 12 

Dairying and milk supply 

•15 

Go-operation. 


■50 

Housing 


1*13 

Fisheries 


*23 

Rural development 


'95 

Cottage Industires 


*46 

Other Industires 


* 46 

Highways 


2*48 

Education 


2*91 

Medical 


i* 16 

Amelioration of 

backward 1 • 60 

classes. 

Public Health 


• 4*83 

Irrigation 


9 * 9 6 

Power Projects 

. 

17*20 


. 51 *33 or 51* roundly 


(♦This includes capital expenditure on Irrigation and Electricity Projects.) 


F. Balance available from 

revenues for financing 
the plan G—(D-j-E) 

G. Loans from the Govern¬ 

ment of India. 

H. Open market loan . 

K. Total resources (F-f-G+H) 

L. Total estimated expendi¬ 

ture on plan schemes 
(including capital ex- 
penditure and loans and 
advances.) 

M. Gap in resources (L—K) . 


It is proposed to raise additional revenue to the ex- 
lent of about Rs. 1 crore by certain taxation measures, 
namely enhancement of water-rates, enhancement of 
the assessment on eommerieal crops, levy of a better¬ 
ment contribution in respect of lands the capital value 
of which has greatly increased by the provision of irri¬ 
gation facilities and amendment of General Sales Tax 
Act, so as to bring within the do fin at ion of dealer, per- 
sons carrying on the business of buying or selling goods 
whether for commission, remuneration or otherwise. The 
•additional revenue of Rs. 1 crore estimated from the 
above measures will not be realized in full in 1954-55. 
The gap in resources in that year may amount to over 
Rs. 2 crores. According to the latest information avail¬ 
able, the closing balance for the current year is expec¬ 
ted to be about Rs. 2 crores, after allowing for pay¬ 
ment of value of stocks of rice on 30th September 1953 
(paid for by the Government of India) and for stocks 
procured from merchants in this State which were sold 
to other States and the proceeds of which have been 
credited to this Government. It may not therefore be 
difficult to cover the gap in resources in 1954-55. It is 
difficult to estimate now the position in 1955-56. 






MEMORANDUM II 

General Note on Local Taxation 


Statistics in the form required for each of the last 
five years are not available. It is understood that the 
necessary details were gathered by the Madras Govern¬ 
ment. Details regarding panchayats are also not avail¬ 
able here and there appears to be no time to call for 
the particulars from the Inspector now. Particulars 
arc available only with reference to 1952-53 for Munici¬ 
pal Councils and 'District Ko.irds. The statistics requir- 
d are appended to the extent available. 

2. It may be stated from a study of the financial posi¬ 
tion of local bodies that the condition in the majority 
of District Boards is far from satisfactory on account of 
the deficit position. This is due to the fact that the old 
District Boards spent very large amounts on new capi¬ 
tal works and on npw institutions on a progressively 
increasing scale without a proper consideration of the 
resources available and the capacity of the boards to 
undertake these works. Though there might have been 
improvements in the general administration of the Dis¬ 
trict Boards in the way of more schools, more roads, 
hospitals, etc., from the financial point of view, the 
situation has created a serious problem. There is no 
possibility for District Boards to take up any develop¬ 
ment programmes under the present conditions. Also 
District Boards are to be abolished. 

In regard to municipalities, there has been no great 
change in the sources of revenue. Many of the Coun¬ 
cils have levied the taxes at a sufficiently high percent¬ 
age and the income from taxes has almost been steady. 
There has been no fall in expenditure too. The result 
has been that though the Councils desire to initiate new 
schemes and works for the improvement of the towns, 
there are not enough resources. So, apart from the 
routine day-to-day administration being carried on. no 
great schemes or works in the towns have become pos¬ 
sible. So the Municipalities are not also in a position 
to take up major development programmes in the towns 
which are essential, without Government aid. 

Regarding panchayats, the present system of adminis¬ 
tration has come into effect from 1st April 1951. The 
law provides for various sources of income to pancha¬ 
yats. It appears to be too early to make any com¬ 
ments. Misappropriations of funds due to ineffectual 
audit have come to light. The steps to be taken to im¬ 
prove matters are under consideration. For the present, 
for the services now rendered by the panchayats, their 
income may not be inadequate but, with the Increase 
in the number of panchayats, which is the ideal to be 
achieved, and the increase in their importance, there 
will be need for them to undertake development pro¬ 
grammes for the villages or groups of villages as the 
case may be and there will be need to devise means of 
improving their resources. 

3. In municipalities the largest source of revenue is 
the Tax revenue, comprising property tax. profession 
tax and tax on vehicles and animals. 1 Taking the figu¬ 
res for 1952-53, out of the total ordinary receipts of 
Rs. 1,15.25,746 under general account for all munici¬ 
palities. the income from these taxes was rupees 
48,43,718. The revenue from the Entertainment tax and 
surcharge on stamp duty (duty on transfers of pro¬ 
perty), both collected hy the State and given to the 
municipalities, came nearly to Rs. 31.86,877 while in¬ 
come from remunerative enterprises came to 
Rs. 26,22,409. The Government grants which were 
largely the contribution under the Motor Vehicles 
Taxation Act came to Rs. 7.25,057. It will, therefore, 
be seen that the tax revenue forms the largest source 
of income. The receipts from remunerative enterprises 
have not been much in several municipalities except 
in places of commercial importance like Vijayawada. 
Visakhapatnam, Kakinada, etc. There is no commercial 
transport run by any municipality. Electric schemes 
which have been undertaken in only two muni¬ 
cipalities in the State will be taken over by the 
Government in due course as a result of the policy of 
nationalisation initiated by the Composite State. 

In regard to District Boards, however, income from 
land-cess and a tax on annual value of land form the 
chief source of revenue. This tax is collected for dis¬ 
trict boards by the State Revenue Department. Thus 
out of the total receipts of Rs. 1,79,40,9)3 under general 
account for all District Boards in 1952-53 Rs. 48,18,563 
represented land-cess. The income in District 
Boards from profession tax and entertainment tax 
is negligible, while the revenue from surcharge on 
stamp duty came to Rs. 15 43,712. It may. therefore, 
be seen that moro than Rs. 64,36.470 represented 
share of revenue, from specific taxes levied and collec¬ 
ted by the State Government (Land-cess, Entertain¬ 
ment Tax and Surcharge on stamp duty), while nearly 


Rs. 42,86,600 represented Government Grants (compen¬ 
sation under Motor Vehicles Taxation Act, secondary 
education grants and other grants). District Boards have 
no large remunerative enterprises yielding good income. 

Regarding panchayats, there are no particulars readily 
available but, here also, it may be stated that except 
in big panchayats, where income from house' tax and 
vehicle tax may be large in other cases, the income 
from land-cess will form the main source of revenue. 
It. may be mentioned incidentally that one-fourth of the 
land-cess collected in their areas goes to the panchayats 
while the rest of it goes to district boards :— 

4. Municipal Councils levy the following taxes: — 

(a) Property tax; 

(b) Profession tax; 

(c) Tax on carriages and animals; 

(d) Tax on carts; and 

(e) Pilgrim Tax (in certain cases only). 

In the case of District Bo'ards the following taxes are 
levied 

(a) Land-cess; 

(b) Profession tax; and 

(c) Pilgrim tax (in certain cases only). 

Panchayats levy the following tax :— 

(a) House tax; 

(b) Profession tax; 

(c) Vehicle tax; 

(d.) a tax on agriculture land for specific purposes; 
and 

(e) fees on any commercial crop brought and sold 
in the village not being a crop on which- fees 
are levied in the village by a market committee 
under section 11 of the Madras Commercial 
Crops Market Act, 1933. 

The income from the municipal taxes are in the man¬ 
ner and proportion referred to in paragraph 3 above. 
But it mey be pointed out in this connection that the 
abolition of the Estates has resulted in a marked fall 
in the land-cess revenue of the District Boards. 

5. There has not been much unwillingness on the part 
of the municipal councils to raise taxes. Under section 
31-A of the Madras District Municipalities Act, Govern¬ 
ment have taken power to alter the taxes and this 
power is used in cases wherever increase in the rates 
of taxes is found necessary. There is no such provision 
in the Madras District Boards and Madras Village Pan- 
chayt Acts. In panchayats, however, opposition Is 
noticed against the levy of the house, profession and 
vehicle taxes generally and especially of vehicle tax the 
levy of which is compulsory. The question of repealing 
the provision (or modifying it so as to enable the levy 
optional) as repects the vehicle tax, is under considera¬ 
tion. 

6 The system of assessment, collection, etc,, of taxes 
in local bodies is indicated below. In municipalities 
the council is the authority to fix the rates of taxes to 
be levied. The Commissioner assesses the taxes. He 
bears the revision petitions against the assessments and 
appeals. Tie to the council. The Commissioner is re¬ 
sponsible for collection work. 

In Distrcit Boards, the District Board fixes the rate 
of tax (profession tax) and as in municipalities it hears 
appeals also. The functions of assessment and collec¬ 
tion of taxes are attended to.by the Presidents of the 
District Boards. 

In panchayats too, the panchayat decides on the mode 
of taxes, etc., to be levied and the rates. The executive 
officer or the President, as the case may be, who is the 
executive authority, is responsible for the assessment 
and collection of taxes and hears revision petitions. Ap¬ 
peals He to panchayats. There is-provision in the Act 
for requisitioning the services of Village Headmen for 
collection work. The peculiar feature in the pancha¬ 
yats, house-tax is that, they have the option to levy the 
tax in any one of the following methods 

(1) On the basis of annual rental value. 

(2) On the basis of capital value. 

(3) On the basis of plinth area and classification of 
house as terraced, etc. 
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All local bodies have the power to exempt properties 
from tax up to a fixed limit and to write off irrecover¬ 
able taxes and dues. The maximum and minimum, pf 
rates of taxes have also been prescribed except in the 
case of property tax in municipalities. 

The enforcement of collection by distraint, of proper¬ 
ty or by prosecution may not be pleasant from the 
point of view of the tax prayer. But the provision is 
necessary and effective in the collection of taxes. 

7. With a view to the correction of inadequacies in 
assessments* a provision has been made in the law for 
general revision once in five years. This has generally 
resulted in increase in revenues, but they do not have 
the desired effect on account of the indiscriminate re¬ 
duction of taxes by the panchayats or the municipal 
councils as the case may be, on appeals. Though Gov¬ 
ernment have power under the Madras District Munici¬ 
palities Act to take away the power of the council to 
hear appeals, such a step was taken by the Madras 
Government only under very exceptional circum¬ 
stances. This Government have been pursuing a more 
vigorous policy in this regard, 


8. Considering the great need for expanding the re¬ 
sources of the local bodies to enable them to take up 
major development works, it is necessary to examine 
the possibility of allowing them to levy new taxes. This 
Government is considering the question of enabling 
municipal councils to tax 'advertisements. The need 
for Central legislation to permit the taxation of Central 
Government property including railways (where it is 
now exempt) is felt very much. This Government have 
addressed the Central Government to permit such taxa¬ 
tion on ex gratia basis. Central legislation is necessary 
also to permit local bodies to levy and collect pilgrim 
tax, where its levy is justifiable. There is also need 
for reconsideration of the basis on which the proceeds 
from the taxation of motor vehicles are shared between 
the Government and local bodies. 

(Note. —There are nft Corporations in this State such as the Corporation 
f {‘Madras,; 


Particulars Municapa- District 

lities Boards 

(') (a) (3) 

A. General Information 

1 Number ...... 35 

2 Population . 


Rs. Rs. 

3 Total income from all sources . 2,23,76,995 3,45,07,91a 

4 Total income from rates and taxes * 1,30,69,438 1,47,74,727 

B. Details of Incotn 

I. Tax-Revenue 

(i) General Property tax (houses 38,85,644 Nil 

and lands). 

(ii) “Service 5 ’ taxes (water, light- 39,85,644 Nil 

ing, drainage, conservancy, 
etc,). 

(iii) Local Funds Cesses (Land Nil, 48,18,563 

cess). 

(iv) Octroi Terminal taxes (to be Nil. Nil. 

shown separately). 

(v) Tolls.Nil. Nil. 

(vi) Taxes on goods and passengers Nil. Nil, 

carried by road or inland 
waterways. 

(vii) Taxes on vehicles, animals and 3,32,856 Nil. 

boats. 

(viii) Profession tax 5,76,507 65,397 

(ix) Theatre tax (Entertainment 23,79,444 74,195 

tax). 

(x) Pilgrim Tax 33 , 575 9,926 

(xi) Town improvement and “bet- (Details not available.) 

terment” taxes. 

(xii) Other taxes, cesses, rates (to be 8,07,433 18,43,718 

specified separetely), Edn. 

Tax, surcharge on stamp duty. 


C. Details of Expenditure 

(i) Administration (management) 8,96,596 15,02,139 

(ii) “Service” water supply, drai- (Details not available) 

nage, conservation, lighting, 
charges. 

(iii) Medical and Public Health . 54,12,924 30,84,419 

(iv) Roads and Buildings . . 3*91,114 45/71,569 

(v) Miscellaneous , . * 

No particulars are available in regard to Panchayats, 
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MEMORANDUM III 


General Note on 

Changing significance of Land Reveyiue .—The total 
revenue ior the year 194041 for the composite Madras 
State was 1,807-51 lakhs of rupees. Of this an amount 
of Rs. 735 24 lakhs was under land revenue including 
irrigation. This roughly represents the position for the 
Composite State before World War II. But by 1945-46, 
the total revenue of the State increased to Rs. 4,798"89 
lakhs. Though there was such a steep rise in the total 
revenue of the State mainly contributed by the increase 
in Sales Tax, Excise Revenue and Income-tax receipts 
there was only a meagre increase of Rs. 62*09 lakhs (Rs. 
735-2 lakhs to Rs. 797*33 lakhs) under the land revenue. 
Again, during the period subsequent to 1946-47 taking 
figures for 1949-50, the total revenue under all heads 
comes to Rs. 5,589:49 lakhs out of which land revenue 
alone comes to Rs. 812-09 lakhs. The increase in land 
revenue during this period is mainly due to additional 
income derived as a consequence of the abolition of 
Estates. Separate figures for Andhra State are not 
available. It is, however, presumed that Land Revenue 
for the Andhra State will also show more or less the 
same trend as in the Composite State. 

2. Break-up of Land Reve7iue Receipts.-^Information 
is not available regarding the break-up of Land Reve¬ 
nue receipts of the State separately in respect of Agri¬ 
cultural and Non-Agricultural use of land for Andhra 
State. Reference is, however, solicited to the statistics 
furnished at page 180 of Land Revenue Reforms Com¬ 
mittee’s second report in respect of the Composite State 
of Madras. Portion of the income pertaining to non- 
agricultural use of land can be taken as negligible. 

As regards break-up under permanent and fluctuating 
types of demand, the total assessment in fasli 1361 
(1951-52) was Rs. 203 ’ 49 lakhs, while the revenue deri¬ 
ved towards second crop assessment and charge for 
water on Government lands came to Rs. 26 ■ 19 lakhs 
and under miscellaneous revenue, about Rs. 7 lakhs may 
be taken to represent jodi and quit-rent on minor inams. 
So the permanent portion of the Land Revenue demand 
would come to Rs. 203‘49 + 7=Rs. 210*49 lakhs against 
Hs. 26-19 + 100-17+Rs. 126*36 lakhs under fluctuating 

items. 

The income under ryotwari tenures comes to Rs. 
203'494-26T9=Rs. 229*68 lakhs against about Rs. 

50 lakhs under non-ryotwari areas. There are no lands 
held under direct tenancies from the Government. On 
lands leased out, the income is negligible when com¬ 
pared with the total revenues. Land revenue derived 
on irrigated crops is about Rs. 137 lakhs as against the 
total income of about Rs. 337 lakhs. 

Figures of separate incomes derived under Commer¬ 
cial and Non-commercial crops, cereal and non-cereal 
crops are not available. It is, however, seen that 60 - 2 
per cent of the total area sown is under cereal crops 
and 27*4 per cent of the total area sown is under Com¬ 
mercial crops. 

As regards variations of assessment (range, average, 
etc.) in relation to (a) period when settlement took place 
and (b) other relevant factors, reference is solicited to 
the statement showing the maximum and minimum rates 
in each district given as Appendix V to Raghavendra 
Rao’s report on land revenue reforms. 

4. History of Land Reforms— For a history of land 
reforms, reference is solicited (1) to the report of the 
Congress Agrarian Reforms Committee, (2) to Ragha¬ 
vendra Rao’s report on land tenures and (3) to the first 
report of the Land Revenue Reforms Committee.. The 
question of revising land policies and the adoption of 
measures pursuant thereto has been under the exami¬ 
nation of the Government from time to time. The 
more important enactments made in this direction are 
(1) Amendment of Estates Land Act in 1935; (2) Enact¬ 
ment of the Rent Reduction Act in 1947; and (3) Enact¬ 
ment of the Estates Abolition Act in 1948. The first 
two enactments did not have any effect on the land re¬ 
venue but the Abolition Act is resulting in increasing 
the land revenue progressively, the present additional 
income for the Andhra State being roughly about a 
crore of rupees annually. 

All that can be said at present is that the revision 
of land policy is actively engaging the attention of the 
present Andhra Government. One of the main issues 
being considered is the distribution of arable waste 
land’ on an equitable basis in order to satisfy the de¬ 
mand for land by landless poor. The effect of the im¬ 
plementation of the land policy of the Andhra Govern¬ 
ment cannot be actually estimated since its details have 
not been worked out. 

2—1 T. E. Com. (N.D ) 55. 


Land Revenue 

5. Land Revenue Code.—The Board’s Standing Orders 
mainly serve as the Land Revenue Code for the State 
at present. Some matters relating to land revenue are 
governed by Statutes, e.g., Land Encroachment Act. 
Revenue Recovery Act, the Survey and Boundaries Act, 
etc., but there are many other matters relating to asses¬ 
sment, remission, assignment, alienation, relinquish¬ 
ment, transfer of registry, etc., which are being dealt 
with under executive orders. Reference is in this con¬ 
nection solicited to Chapter VI of the Land Revenue 
Reforms Committee’s Report. 

6. Principles and practice of settlement ,—So far as 
ryotwari areas are concerned all areas have been set¬ 
tled. The periodical resettlement of the areas was 
stopped in 1937. 

As regards the estate lands which have been taken 
over by the Government under the Abolition Act of 
1948, settlement operations more or less on the lines of 
ryotwari settlement, are in progress. But the settle¬ 
ment of estates is strictly a process which is neither an 
original settlement nor a resettlement. For the first time 
the soils are being classified according to the establish¬ 
ed principles of revenue settlement in these areas and 
to this extent, the present process is akin to an original 
settlement. But no new money rates are worked out 
during the process. The main aim of the Government 
is to bring these areas into the general pattern of the 
ryotwari areas of the district in which they are situat¬ 
ed. 

For a detailed account of the settlement of estates in 
erstwhile Estate area, please see the pamphlet “Prin¬ 
ciples of Ryotwari Settlement” by Sri C. A. Rama- 
krishnan, I.C.S. 

7. Present position in regard to survey settlement , 
etc .—As already indicated, there are no resettlement 
operations at present. The settlement of estates taken 
over by Government is being conducted on the basis in¬ 
dicated above. 

All the estates taken over are practically due for 
survey since either they were unsurveyed or the sur¬ 
veys were defective. The survey and settlement depart¬ 
ments of the Government are engaged in a methodi¬ 
cal survey and settlement of the areas. The entire 
process will take a few more years to be completed. 

Before the abolition of the zamindaries, the Govern¬ 
ment had passed the Rent Reduction Act, a legislation 
intended to afford relief to the ryots in the estates areas, 
who were, most of them, subjected to the payment of 
most oppressive rates of rent. In every village, the 
existing rents have been scaled down, so as to roughly 
correspond to the rates of assessment prevailing in the 
adjoining settled ryotwari areas, and on the basis of 
these reduced rents, the Government are collecting the 
land revenue during this interim period, till the areas 
are finally settled. The reduced rents as fixed under 
the Rent Reduction Act are the rates of assessment pay¬ 
able under Section 23(a) of the Abolition Act in the 
Estates taken over pending completion of survey and 
settlement operations in pursuance of Section 22 of the 
Abolition Act. 

During the course of effecting ryotwari settlement 
in these estate areas, the several problems that are pecu¬ 
liar to the different areas are studied by the Settlement 
Officers who undertake a detailed preliminary perambu¬ 
lation of the areas taken up for settlement. 

The present position so far as it relates to the Andhra 
State is that out of a total area for survey of estates, 
namely, 15,255 square miles under the Zamindari Abo¬ 
lition Act, measurement work was completed in 3,789 
square over to the Settlement Department. The area 
handed over to the Settlement Department. The area 
in which settlement was completed up to the end of 
January 1954 is 1,836 square miles. Over nearly 11,466 
square miles, survey work remained to be done. The 
area in which settlement work is yet to be done is near¬ 
ly 13,419 square miles. 

Proposals for increasing the strength of the Survey 
Staff with a view to complete by about 1960 the survey 
of the remaining unsurveyed area in the estates taken 
over are under consideration of this Department. It 
has been proposed to employ the additional staff with 
immediate effect, 

8. According to the Abolition Act, the total amount 
of compensation payable to the landholders is estimated 
to come up to Rs, 12J crores for the Composite Madras 

State. The share of the Andhra Government has not 
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been apportioned. It is, however, estimated that the 
share of the Andhra Government may come to more 
than half and less than two-thirds of the total amount 
of Rs, 12£ crores. 

The actual amount of compensation payable in res¬ 
pect of an estate can, under the terms of the Abolition 
Act of 1948, be arrived, at only after the survey and 
settlement operations in the estate are completed, as the 
compensation has to be calculated on the basis of cor¬ 
rect areas and assessments fixed at the settlement 
rates. It will take some years for the process to be 
completed. Therefore, the Act has made provision for 
advance payments to the landholders, whose estates 
stand transferred to Government with effect from the 
notified date. The advance payment works out roughly 
to half of the compensation due and is to be deposited 
with the Estates Abolition Tribunal, within six months 
from the notified date under Section 54-A of the Act. 
In addition, an annual interim payment equal to one-* 
half of the basic annual sum under Section 50 (3) of the 
Act is to be made till the compensation is determined. 
This amount is deposited with the Tribunal. The Tri¬ 
bunal makes the distribution of all the sums deposited 
among the various claimants. 

An amount of Rs. 3'03 crores has so far been de¬ 
posited with the Tribunals towards advance compensa¬ 
tion payable under Section 54-A of the Act and about Rs. 
45 lakhs under interim payments to landholders, in res¬ 
pect of the Zamindari Area in Andhra State. The 
annual demand under interim payments under section 
50(3) on account of all notified estates in this State 
comes to about Rs. 14 lakhs. An amount of about Rs. 
50,000 is to be paid to the institutions previously main¬ 
tained by the estates. 

Out of the amounts deposited with the Tribunals, an 
amount of nearly Rs, 70 lakhs has been disbursed up 
to the end of February 1954 towards advance compen¬ 
sation and Rs. 18£ lakhs towards interim payments. 


conditions. Also in June 1952 the Government directed 
that no coercive processes be instituted under the provi¬ 
sions of the Madras Revenue Recovery Act for the rea¬ 
lization of land revenue and cesses due to the Govern¬ 
ment in fasli 1361 in the £reas affected by adverse sea¬ 
sonal conditions and where special remissions were 
sanctioned. 


The following were the remissions granted from faslis 
1357 to 1362 in the Andhra State. 

Rs. 


Fasli 1357 
Fasli 1358 
Fasli 1359 
Fasli 1360 
Fasli 1361 
Fasli 1362 


10,51,259 

12,70,126 

41*30.107 

19,09,812 

30,94,688 

11,44,890 


There were floods in East and West Godavari districts 
in this fasli and remissions on liberal scales have been 
granted for these districts as shown below. It is too 
early to give details of the amounts involved. 


Paddy crops .... Full remission for yield of As. 4 

and below and half remission 
where the yield is over As* 4 
but below As. 8 

Plantains .... Full remission of water charge 

in cases where the garden! 
have been wholly or subs¬ 
tantively destroyed, (This 
applies to dufasal crops also.) 


9. Co-operative farming in the State. —There is no co¬ 
operative farming worth the name in the Andhra State. 

10. Alienation of Land Revenue. —The Revenue De¬ 
partment is watching fulfilment of the conditions of 
alienation in cases relating to alienation of land revenue. 

11. Remissions and suspensions. —-Remission of land 
revenue is of two kinds. 

(i) Seasonal remissions; and 

(ii) Remission under exceptional circumstances. 
Seasional remissions are granted by the Re¬ 
venue Divisional Officers and Jamabandi 
Officers in accordance with the principles laid 
down in Board's Standing Order No. 13. 

Suspension and remission of land revenue, and post¬ 
ponement of unremitted kist are the special relief grant¬ 
ed under exceptional circumstances, i.e., on the occur¬ 
rence of either wide-spread calamities, such as famine, 
draught and general failure of crops or of local cala¬ 
mities caused by hail-storms, floods, locusts and the like. 
The rules for the grant of such relief are laid down in 
Board's Standing Order No. 14. 

It may be mentioned, however, that according to the 
orders issued by the Government in 1953, benefit of re¬ 
mission under Board's Standing Order Nos. 13 and 14 
need not be given to the following classes of wealthy 
pattadars ordinarily:'— 

(a) Pattadars who own not less than 10 acres of 
land (wet or dry or both) in the taluk and who 
pay in all an annual assessment of Rs. 101 and 
above, but who need not pay any water-rate. 

(b) In cases where water-rate is paid in addition 
to the land revenue assessment, the upper mini¬ 
mum for deciding whether a pattadar should 
be -given the benefit of remission shall be— 


13. Land cess .—Under Section 78 of the Madras Local 
Boards Act, 1920, as amended by Madras Act X of 
1945 an amount of As. 2 in the rupee is being collected 
towards land-cess. Of this, a fourth will be credited 
towards village funds and three-fourths towards district 
funds (please see Section 92 of the Act). 

Education cess is being levied under Section 35 of the 
Madras Elementary Education Act VIII of 1920. The 
rate of cess that was 34 pies in the rupee before fasli 
1349 has been increased gradually to 36 pies in the 
rupee from fasli 1360 in some of the districts, 

14. Levij of assessment on land used for non-agricul- 
tural purposes. —An assessment called ground-rent spe¬ 
cially levied is charged for lands used for non-agncul- 
tural purposes, the rates varying from Rs. 6-4-0 per acre 
to hundreds of rupees per acre; while there is difference 
in rates, the underlying principle is the same. Reference 
is in this connexion solicited to pages 176 to, 182, Ap¬ 
pendix VIII to the Land Revenue Reforms Committees 
second report. Total amounts under this head for 
Andhra State are not available. The income may be 
negligible. 

15. Description of the Land Revenue Administra¬ 
tion.—At the village level the village karnam keeps the 
accounts and the headman collects dues with the assis¬ 
tance of the karnam. The village officers are assisted 
by the required number of village servants. Small vil¬ 
lages are generally grouped together and placed in 
charge of a single set of village officers, whereas some 
of the big villages have more than one set of village 
officers each. Most of the Zamindari villages have triune 
officers combining all the functions of the village estab¬ 
lishment. All the village officers are hereditary except 
assistant karnams. There were no steps taken for re¬ 
placement of hereditary staff by stipendiary staff. 

At the firka level, there is a Revenue Inspector. 


(1) Rs. 200 for areas under projects and large- 
scale irrigation systems; and 

(2) Rs, 150 in other cases. 

These orders have bee.n cancelled in G.O. No. 580 
Revenue, dated 31st March, 1954, with retrospective 
effect from fasli 1362, i.e,, from the date of their enforce¬ 
ment. 

12. Actual working of the system of remissions and 
suspensions and effect on land revenue .—Adverse sea¬ 
sonal conditions prevailed in the State from fasli 1357. 
Rayalaseema districts were the worst affected. Besides 
ordinary seasonal remissions special relief was also 
granted, such as grant of full or half remission as the 
case may be, or postponement of unremitted kist, etc. 

In April 1952 the Government directed that the col¬ 
lection of cesses due in fasli 1361 should be postponed 
to fasli 1362 in all areas where land revenue remission 
was sanctioned owing to prevalence of adverse seasonal 


At the taluk level, there is a Deputy Tahsildar or a 
ahsildar assisted by necessary establishment who st¬ 
ands to the work. Generally three or more taluks are 
umbined into a Revenue Division and placed in charge 
l a Revenue Divisional Officer. Each Revenue district 
nth a District Collector at its head consists of a few 
wenue divisions. The Administrative head of Collec¬ 
ts on the Revenue side is the Board of Revenue. The 
toard of Revenue consists of Commissioner of Land 
evenue in charge of Land Revenue and other subjects 
nd the Commissioner of Commercial Taxes in charge 
f Commercial Taxes and other subjects. At the Gov- 
rnment level, the Revenue Administration is prima¬ 
ry looked after by the Revenue Secretariat. There 
ave been several additions to the duties of Revenue 
taff from time to time, but the efficiency of the Rev¬ 
enue Administration, as an agency for the collection 
f land revenue, has not been impaired. But against 
n arrear of about Rs. 12 lakhs in fasli 1351, the ar- 
ears in fasli 1361 mounted up to about Rs. 121 lakhs. 
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The main reason for the steep rise in arrears is due 
to the fact that heavy balances are being left in es¬ 
tates taken over where collection was never 
efficient previously. Also continuous draught for 
over a period of 5 or 6 years and the consequent diffi¬ 
culty of the people to find money to pay the taxes con¬ 
tributed partly to the increase. 

The cost of total land revenue administration is about 
Rs. 83,41,500 (excluding cost of Secretariat and Board 
Establishment), but in view of the fact that the land 
revenue establishment attends to various duties other 
than collection of land revenue, the cost relating to this 
work cannot be separately estimated. 


16. Provision for appeal .—There is no provision for 
appeal to a judicial or semi-judicial authority but the 
existing provisions of appeal and revision to higher exe¬ 
cutive officers and to the Jamabandi Officers are work¬ 
ing satisfactorily. 

17. The Government have decided to appoint a com¬ 
mittee to examine the land tenure systems in the State. 
Among other things, the committee will go into the 
question of fixation of maximum holdings, the tenant’s 
share in the produce and the question of Inams. A 
special officer, Dr, Sayana has been appointed to pur¬ 
sue the matter, 



MEMORANDUM IV 


Agricultural Income-tax, Land Revenue and Irrigation Rates 
Section I— Factual Background see Memorandum III— General Note on Land Revenue 
Section II— Replies to Questions bearing on the Tax 


Agricultural Income-tax 

Question No. 139, 

A few States levy agricultural income-tax, but in al¬ 
most none is it among the more important sources of 
revenue; the progress of land reforms will further re¬ 
duce its yield. Would you, in order to increase the yield 
from this tax or for other reasons (which may please 
be specified) make 7najor modifications in the present 
system of taxation of agricultural income? If so, please 
indicate the modifications you would make? 

Question No. 140. 

In particular, do your suggestions involve (a) correla¬ 
tion, and if so, to what extent, of agricultural with non- 
agricultural income-tax; and (b) alteration , and if so, 
in what manner, of the levy of land revenue? 

As regards (a), if the correlation suggested takes the 
form of the levy of a single tax on the total of non- 
agricultural and agricultural income, instead of the pre¬ 
sent separate Central and State taxes, please deal with 
the constitutional, administrative and other jproblems 
involved, including the apportioning of proceeds among 
State Governments. Alternatively, if the State Govern¬ 
ments continue separately to levy a tax on agricultural 
income, but the rates of levy are based on the total of 
the two types of income, agricultural and non-agricul- 
tural, what are the specific problems which arise , and 
how would you deal ivith them ? 

As regards (b), please indicate the probable net effect 
of the suggested measures on the revenues of Govern¬ 
ment , What administrative or other issues are involv¬ 
ed and how would you deal with them? 

Question No. 141. 

How would you determine taxable income in the com¬ 
parative absence of accounts in rural areas? What 
treatment should , in particular, be given to the follow¬ 
ing : 

(i) expenses of cultivatwi, harvesting, preparation 
for the 7narket, etc 

(ii) agricultual losses owing to a calamity or other 
reasons; (in this connexion would you favour 
giving the assessee the discretion to choose the 
alternative of averaging his income over a num¬ 
ber of years —sap 3 to 5 years —in order to 
cover good and bad years?); 

(iii) depreciation in respect of— 

(a) livestock ; 

(b) implements and carts; 

(c) means of irrigation, e.g., vveils, etc., and 

(d) buildings? 

Question No. 142. 

What, rates would you prescribe for agricultural in¬ 
come-tax and how would you graduate them? Is it pos¬ 
sible to have uniform rates in all the States? What exem¬ 
ption limits would you lay down? 

Answers to Questions 139 to 142. 

Agricultural income-tax is not being levied in this 
State. The land revenue payable in ryotwari areas was 
fixed at the time of settlement or resettlement as the 
case may be. The land revenue is intended to repre¬ 
sent a definite fraction of the net income derived from 
the land, the income being computed with reference to 
the prices of foodgrains over a period of 20 non-famine 
years immediately preceding the year of settlement or 
resettlement. Thus, the land revenue is intended to 
bear some relation to the income from the land. The 
settlement or resettlement in many cases was done 
several years ago and the current prices of agricultural 
commodities, including foodgrains, bear no relation 
whatsoever to the prices that had ranged over a period 
of 20 non-famine years prior to settlement or resettle¬ 
ment Further, in fixing the assessment on the land at 
the time of settlement or resettlement, the possibility 
of raising other than food crops on the land and there¬ 
by deriving higher income was not taken into account. 
Thus the land revenue, although originally intended 
to represent a definite fraction of the probable income 
from land has lost that character. The defects can, to 


an extent, be remedied by the imposition of a surcharge 
on land revenue and also a surcharge on commercial 
crops. 


2. The feasibility of levying agricultural income-tax 
was considered from time to time. The Land Revenue 
Reforms Committee appointed by the Government of 
Madras in 1950 recommended the imposition of graded 
agricultural income-tax after “standardization” of as¬ 
sessment. (The standardizations suggested by the com¬ 
mittee was for eliminating the differences in assessment 
obtaining in different parts of the State on account of 
the settlement or resettlement operations in the different 
parts of the State having been undertaken at different 
times). Any system of agricultural income-tax is 
bound to present a number of administrative difficulties, 
which may well prove to be insurmountable. Many cul¬ 
tivators are illiterate and incapable of maintaining ac¬ 
counts. Even the literate ones do not take the trouble 
of maintaining accounts. In the absence of any reliable 
accounts of agriculture, the determination of taxable 
income will become largely a matter of guess work. 
The estimate of the yield, the allowance to be made for 
cultivation expenses and determination of the net in¬ 
come in terms of money, will largely depend on sur¬ 
mise and will inevitably lead to a number of appeals 
challenging the assessments. In view of these difficul¬ 
ties, it is considered not feasible to impose agricultural 
income-tax, although, from a scientific point of view, its 
levy may appear sound and desirable. The simpler ex¬ 
pedient of levying a surcharge on land revenue and also 
a surcharge on commercial crops may have to be resort¬ 
ed to. In order to meet the criticism that the levy of 
a surcharge on land revenue will only worsen the re¬ 
gressive character of the existing land revenue system, 
the feasibility of exempting pattadars paying less than 
a certain .fixed sum as land revenue assessment could 
be considered. 

If agricultural income-tax is to be levied, it is better 
not tq relate it to non-agricultural income but to make 
it completely independent of the non-agricultural in¬ 
come. 

Uniform rates of taxation in all the States will also 
be not feasible, as agricultural income-tax is a State 
subject and the State Governments would like to have 
freedom to vary rates of taxation with reference to 
local needs and conditions. 

Land Revenue and Land Cesses 

Question No, 143. 

For areas already under or likely hereafter to be 
brought under ryotwari or sunilar tenures; do you con¬ 
sider that it land revenue policy should based on some 
form of periodical settlement? 


If not what alternative would you suggest ? How 
mould you work it ? What would be its probable net 
effect on Government's revenues? 

The question of periodical resettlement which was pre¬ 
viously in vogue has been kept in abeyance since 1937 
and was later on abandoned as a matter of State policy 
after examination of the question by a committee. The 
main reason was that though the revision of taxes was 
eventually based on the rise in the price of commodities 
yet it had to be preceded by an elaborate and costly en¬ 
quiry which in the result proved to be unnecessary. As 
recommended by the Land Revenue Reforms Committee 
it would be sufficient if power is reserved to reclassify 
irrigation sources, group dry villages or tracts, group 
wet lands, reclassify lands which suffered permanent 
damage and revise assessments and water rates from 
time to time. 


There need be no elaborate scheme to work this out. 
The net effect on Government’s revenues cannot be 
foreseen. 

Question No. 144. 

If you are in favour of periodical settlements, what 
modifications , if any , would you make in the practices 
and principles which have been followed hitherto and 
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t ohtf! In your reply; please refer in particular to the 
following: — 

(i) Period of guarantee—Should this he shorter 
than in the past ? Would you suggest longer 
periods in special circumstances , e.g., when 
ryotwari tenure is introduced. for the first time ? 

(ii) Scope of guarantee—Should a fixed assesment 
he guaranteed for a specific piece of land (or 
for a proprietary body, as for instance in the 
Punjab), alternatively, should a basic rate be 
fixed and limits guaranteed within which it 
may vary ? What /actors would you take into 
account in varying the rate, e,g., area, nature 
of crop , yield, prices, etc.? 

- (ii) Basis of assessment—How should the basic rate 
be fixed ? Would you introduce an element of 
progression ? 

(iv) Incentive to production — Would it be feasible 
so as to regulate assessment as to provide an 
incentive for — 

(a) larger agricultural production; 

(b) shifts in production, e.g., from cash crops to 
food crops or vice versa; and 

(c) capital improvements to land? 

(v) Payment in kind—Would it be possible to pro¬ 
vide for payment in kind either partially or in 
full ? Please discuss the advantages, difficulties , 
etc. 

(vi) Uniformity between States—In the application 
of these principles what degree of uniformity 
between different States would be desirable 
and possible ? 

Does not arise. 

Question No. 145. 

In regard to a resettlement as distinguished from an 
original settlement, what additional principle, if any, 
would you suggest ? 

Does not arise. 

Question No. 146. 

Where resettlement is overdue but cannot yet, for ad¬ 
ministrative or other reasons, be undertaken, what tran¬ 
sitional steps would you recommend in order to bring 
the old rates into conformity with changed conditions'? 

Would you levy a surcharge on the old rates, graduat¬ 
ed if need be with reference to such factors as crop 
grown, size of holding, etc? 

How would you provide against the possibility of such 
a surcharge accentuating the disparity already present 
as a result of settlements of different areas having been 
undertaken at different time? 

If the existing disparity is itself of a significant de¬ 
gree, what steps would you take to reduce it ? 

Does not arise. 

Question No. 147. 

Since a certain degree of disparity may be present: 

(i) between the pre-existing and the newly merged 
areas of a Part A State ; or 

(ii) between the different units which have gone to 
form a Part B State. 

What steps , i/ any, would you take, pending a gene¬ 
ral resettlement of such areas, towards removal or re¬ 
duction of disparity ? 

Such areas are very small and the problem has been 
tackled already. Banganapalle State was merged into 
this State. A Settlement Officer examined the land re¬ 
venue system of Banganapalle and brought it into line 
with the system in force in the rest of the State the 
rates adopted being those in force in the nearest ryot¬ 
wari area. 

Question No. 148. 

Where, ryotwari or similar tenures are introduced for 
the first time , on the abolition of Zhmindaris, but set¬ 
tlements cannot yet be undertaken, what interim steps 
would you take to regulate assessments ? 

In this connection , how would you deal with the fol¬ 
lowing special problems: 

(i) fixation of post-abolition assessment with re¬ 
ference to (a) pre-abolition rent and (b) com¬ 
pensation payable by the State and or the oc¬ 
cupant ; 

(ii) paucity of sufficiently detailed land records or 
of economic data, e.g., market rents; 


(iii) lack of trained staff required for work in re¬ 
gard to (a) land records, (b) new surveys and 
(c) new settlements ? 

Would these problems be present in an aggravated 
form in permanently settled areas, such as West Ben¬ 
gal? 

Necessary action has already been taken in respect of 
erstwhile zamindari areas to bring the level of taxes 
therein to that obtaining in adjacent ryotwari areas 
under the provisions of Rent Reduction Act 1947 and 
under Section 23 of the Abolition Act 1948. Fixation 
of post-abolition assessment was done with reference 
to pre-abolition rent, and the weighted average of as¬ 
sessments for similar lands in an adjacent ryotwari 
village. It had no reference to compensation payable 
by the State and/or the occupant. But in respect of 
post-settlement inams, the question is kept in abe¬ 
yance pending the decision of the Supreme Court which 
has been moved. 


The problem of the paucity of details in land records 
or of economic data has been solved by eliciting the in¬ 
formation through detailed local enquiries conducted 
by trained staff. 

To meet the shortage of trained staff to maintain land 
records and attend to new surveys and settlement, ade¬ 
quate staff is being recruited and trained. 


Question No, 149. 

Do you think that the principles of assessment of Land 
Revenue will require modifications if co-operative farm¬ 
ing i$ more widely adopted? If so, in what directions? 

Co-operative farming was tried in a few land colo¬ 
nization societies for ex-servicemen. The experiment 
w&s not a success. Co-operative farming is not adopted 
to any appreciable extent nor does it appear that there 
is any immediate possibility of large-scale co-operative 
farming being introduced in this State. Hence it is 
premature to answer the querry whether the principles 
of assessment of Land Revenue would require any modi¬ 
fication. 


Question No. 150. 

Have you any comments to make on policies in res¬ 
pect of: 

(i) alienation of land revenue in forms in which 
such alienation subsists and may continue to 
subsist e.g., devasthan inams)] 

(ii) concessions in land revenue , both Ad hoc and 
regulated, e.g.* (a) sale of land belonging to or 
at the disposal of Government or (b) transfer 
of such land either on special tenure such as 
impartible or inalienable tenure or on ordinary 
tenure to special classes of leases such as edu¬ 
cational or charitable institutions and co-ope¬ 
rative societies; and 

(iii) suspensions and remissions? 

Some religious and charitable institutions have been 
in enjoyment of inam estates for a long time. Where 
such inams are abolished under the scheme for abolition 
of estates, the Estates Abolition Act of 1948 provides 
for the payment of an annual tasdik allowance. It is 
considered inexpedient, in the present state of religious 
devotion in the country, to deprive religious institutions 
of the income which they have been enjoying for some 
time past. 

The policy in regard to suspensions under remissions 
is described in paragraph 11 of the General Note. 

Question No. 151. 

Are there any suggestions which you would make in 
regard to the assessment of — 

(i) agricultural land in rural areas, used for non- 
agricultural purposes; 

(ii) land classed as agricultural but now part of an 
urban area and used for non-agricultural pur¬ 
poses; and 

(iii) land classed as non-agricultural, whether in 
rural areas or in urban areas, and used for non- 
agricultural purposes? 

No suggestions. 

Question No. 152. 

Is the administrative system, in so far as it is con¬ 
cerned with the collection of land revenue, adequate ? 
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Is there a tendency to enlarge the functions of the re¬ 
venue staff , specially at the village , level, so as to in¬ 
clude 44 development” or " extension” duties ? 1/ so, hotu 
/ar is such tendency likely to affect, the efficiency of re¬ 
venue collection and administration ? 

The administrative system, so far as it is concerned 
with the collection of land revenue is quite adequate. 
There has been an ever-increasing tendency to enlarge 
the functions of the Revenue staff even at the village 
level so as to include development and extension duties, 
but it has not affected so far, nor is it likely that it will 
affect in future the efficiency of revenue collection and 
administration. 

Question No. 153. 

Is there a tendency to delegate the functions of the 
State Government in respect of land revenue to local 
bodies? 

In what areas, to what extent and subject to what 
conditions has the delegation taken place , and what les¬ 
sons , if any, may be drawn from the experience hither¬ 
to gained ? Do you consider such delegation fiscally and 
administratively desirable ? Would it improve the posi¬ 
tion if the revenue collected was earmarked for speci¬ 
fic local purposes? 

The collection of land revenue has not so far been 
delegated to local bodies like panchayats. They* do not 
have satisfactory organization for collection and remis¬ 
sion of the collections into Government Treasury. 

In the Village Panchayats Act there is a provision 
under which 124 per cent, of the collections of land re¬ 
venue have to be set apart for distribution among the 
panchayats. It has not so far been possible to give 
effect to this provision because of the State Govern¬ 
ment’s difficult financial position. 

Question No* 154, 

(i) what should be the basis of levy of land cess 
Should it be land revenue or annual value ? 

(ii) Would you introduce a degree of graduation in 
the rates of land cess ? 

(iii) (a) To what extent do you consider it suitable 
that land cesses should be placed within the purview of 
local bodies ? 

(b) Should the cesses be earmarked for specific pur¬ 
poses more closely related to the rural tax-payer ? If so, 
please give your suggestions. Alternatively , do you pro¬ 
pose one consolidated cess for local purposes ? 

(iv) Are there any special problems involved in the 
assimilation of the rates of land £ess; (a) in the merged 
areas of Part A State and (b) in Part B States? 

(i) Land revenue should be the basis of land-cess as 
it is existing now. If annual value is made the basis, 
an element of uncertainty will be introduced which is 
not desirable. 

(ii) It is not necessary to introduce a degree of gra¬ 
duation in the rates of land cess. 

(iii) Under Section 78 of the Madras Local Boards 
Act, 1920, as amended by Madras Act X of 1945, an 
amount of As. 2 in the rupee is being collected towards 
land cess; of this, a fourth will be credited towards vil¬ 
lage funds and three-fourths towards District Funds. 
(Please see Section' 92 of the Act.) 

Education Cess is being levied under Section 35 of 
the Madras Elementary Education Act VIII of 1920. The 
rate of cess that was 3| pies in the rupee before fasli 
1349 has been increased gradually to 36 pies in the 
rupee from fasli 1360 in some of the districts. No 
change in the rate of the levy or in its allocation is re¬ 
commended. 

(iv) There is no special problem involved in the assi¬ 
milation of land cess in any of the areas referred to. 


Irrigation rates and betterment levy 

Question No. 155. 

Would you recommend any of the following taxes , 
either singly or in combination, where a major irrigation 
work has been constructed by the State; 

(i) a betterment levy representing a portion of the 
increase in the value of land; 

(ii) an irrigation rate for the water actually sup- 
plzed; 

(iii) a small compulsory cess for all lands under 
command whether the toater is actually utilized 
or not; and 


(iv) and other tax or taxes , as an alternative to or 
in conjunction with the above ? 

(i) This Government have accepted the principle that 
they are entitled to levy a betterment fee representing 
a portion of the increase in the capital value of land, 
benefited or capable of being benefited by the cons¬ 
truction, expansion or alteration by the Government of 
any irrigation or drainage work. 

(ii) Lands in this State are classified as f wet J or 'dry*. 
Wet lands are those registered as such under irrigation 
sources. They are entitled to the supply of water and 
no separate charge is payable for the water supplied. 
The assessment payable on wet lands is fixed on the 
basis of the value of the yield of an irrigated crop rais¬ 
ed thereon and in general, is much higher than the 
assessment on dry lands. A separate charge is, how¬ 
ever, levied when water is taken from a Government 
source to irrigate dry lands. The charge is proportion¬ 
al to the area irrigated and varies according to the classi¬ 
fication of the source (which is a measure of the period 
during which a copious supply of water would be avail¬ 
able and also on the nature and duration of the irriga¬ 
tion undergone, 

(In respect of recent irrigation projects, the practice 
has been to retain the classification of lands irrigated 
by the project, as dry and to levy a separate charge for 
water supplied). 

(iii) The practice of levying a qompulsory cess whether 
or not water is actually utilized is not in vogue in this 
State. In the case of wet lands, full assessment is pay¬ 
able even if no water is taken for irrigation and in the 
case of dry lands, water rate is charged provided only 
water is utilized for irrigation. With a view to secure 
speedy development of Tungabhadra Project area, the 
Government are considering a proposal for the compul¬ 
sory levy of irrigation cess in all eommandable lands 
even if water is not taken in any particular season to 
irrigate them. 

(iv) It is proposed to levy betterment contributions in 
addition to the water cess charged under the Irrigation 
Cess Act. 

Question No, 156. 

(i) What portion of the increment in land value may 
be reasonably absorbed by the State as betterment levy ? 

(ii) How should it be assessed , in what instalments 
should it be collected and by what administrative machi¬ 
nery ? 

(iii) How would you time the recovery in relation to 
development, i.e, before the project comes into full 
operation or afterwards when substantial incremental 
value is actually realized? 

(iv) Would it be proper and practicable to impose a 
betterment levy on lands already benefited by an exist¬ 
ing irrigation work? 

(v) Should the proceeds from the levy be earmarked 

for a specific connected purpose , e.g., contributing to¬ 
wards the cost of the particular irrigation projects or of 
other irrigation projects? * 

(i) It has been suggested that the betterment levy 
should be not more than 50 per cent, of the increment 
in the capital value of the land. The inorease in the 
capital value is proposed to be estimated as a reason¬ 
able multiple of the additional income derived from 
the land, consequent on the provision of irrigation 
facilities, 

(ii) The betterment fee may be collected in about 25 
to 30 annual instalments spread over a period of years. 
The Revenue Department which attends to the land re¬ 
venue collections will also be in charge of the collec¬ 
tion of betterment fees, 

(iii) The Government consider that the fee should be¬ 
come payable only after the betterment has actually 
accrued, say, after about 2 to 3 years after the comple¬ 
tion of the work. 

(iv) It is considered that in respect of irrigation works 
completed long ago, alienation of lands under those 
works would have taken place, in which case the pay¬ 
ment of betterment fee on the part of the purchasers at 
this stage may bear harshly on them inasmuch as they 
would have paid for the lands to the original owners 
at the increased prices brought about as a result of the 
betterment under the works. It is, however, suggested 
that the betterment contributions may be levied in res¬ 
pect of all works executed in recent years, as the 
ayacutdars have been somewhat cognizant of the pros¬ 
pects of such levy in the case of such works, 

(v) No such earmarking seems necessary. 

Question No. 157. 

(i) Should the irrigation rate be no more than an ade¬ 
quate charge for the water supplied or should it also 
contain an element of additional levy on the increased 
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yield or crops ? Can you indicate with reference to con¬ 
dition in your State whether , and if so to what extent, 
there is an element of additional levy in respect of (a) 
old irrigation works; (b) new irrigation works ? What 
limits would you place on the quantum of additional 
levy in respect of (a) old irrigation works (b) new irri¬ 
gation works ? 

(ii) Would you base the irrigation rate primarily on 
(a) area irrigated, (b) quantity of water supplied; (c) 
crop value and (d) any other factor ? 

(iii) Are you in favour of periodical revision of water- 
rates. If so t with reference to one or more specified 
States, what period would you consider appropriate in 
conformity with economic considerations and in the 
light of administrative convenience^ 

(iv) Do you advocate concessional or incentive rates t 
particularly in the initial stages of development with a 
view to encouraging the production of specific crops or 
the adoption of desired farming techniques ? 

(i) As has already been stated in answer to Question 
No. 155 (ii), on lands classified as dry a separate charge 
for water supplied is levied with reference to the area 
irrigated, the capacity of the source and the nature 
and duration of the irrigation undergone. As regards 
lands classified as wet, the assessment payable is fixed 
with reference to the value of the yield of an irrigated 
crop raised on the land. In the case of new ‘productive’ 
irrigation projects, the rate of water cess is generally 
fixed with a view to securing an adequate return on 
the capital invested. 

(ii) The rate for irrigation for dry lands is propor¬ 
tionate to the area irrigated, and varies according to the 
capacity of the source and the nature and duration of 
the irrigation undergone— vide answer to Question No. 
155 (ii) above. 

(iii) The levy of irrigation cess in this State is govern¬ 
ed by the Irrigation Cess Act of 1865 which provides 
for revision of the cess as and when it is considered 
necessary. 

(iv) It is considered that in the case of new projects 
concessional rates should be adopted in the initial 
stages of development. 

Question No. 158. 

How would you fix the compulsory irrigation cess? 
Would you make it a small fee relatable to the annual 
cost of maintenance of the work ? 

Please see answer to Question No. 155 (iii). In the 
case of new ‘productive’ irrigation works, the water rate 
is fixed at a level which would bring in an adequate 
return on the capital invested. No separate reference 
to the annual cost of maintenance seems necessary. 

Question No. 159. 

If the items mentioned above—betterment levy, irri¬ 
gation rate and irrigation cess—were discussed in con¬ 
nection with a minor irrigation work, or a tube-well 
scheme , to what extent would your replies have to be 
modified ? 

In the case of minor irrigation works, the charge for 
irrigation does not bear so specific a relation to the 
capital value of the work, as in the case of major works, 

Question No. 160. 

In what circumstances would a consolidated rate of 
land revenue—where the assessment included an ele¬ 
ment of water-rate be preferable to a scheme of sepa¬ 
rate irrigation rates and cesses ? 

Levy of consolidated rate of land revenue (as in the 
case of wet lands in this State) which includes the ele¬ 
ment of water rate may be preferred in all cases where 
the water supply is assured. 

Question No. 161. 

What is the scope for the imposition of a surcharge on 
irrigation rates based on — 

(i) Crop values; and 

(ii) sizes of holding, etc. 

for the purposes of financing projects of a local charac¬ 
ter? 

The charge for water as already stated, is levied with 
reference to the area irrigated, the capacity of the 
source and nature and duration of the irrigation under¬ 
gone. Imposition of surcharge on water rates based 
on either crop values or sizes of holdings would be 
somewhat arbitrary. 


STAMP DUTIES AND COURT-FEES 

Section I—Factual Background 

Stamp duty is levied under the Indian Stamp Act, 
1899 and Court-fees are levied under the Court-fees 
Act. The revenue under Stamp Act for the Composite 
State was about Rs. 180*14 lakhs per year before World 
War II. It rose to Rs. 374*20 lakhs during 1945-46 and 
the present revenue is Rs. 464*19 lakhs. Similarly, the 
revenue under Court-fees Act for the Composite State 
was about Rs. 53*75 lakhs in 1945-46, The present re¬ 
venue is Rs. 83*18 lakhs. The steep rise in the revenue 
under both the Acts is due to the appreciation in values 
of immovable property. 

2. As far as the Court-fees Act is concerned, the latest 
revision was in 1947, when the duties were considerably 
increased. Similarly, the rates under the Stamp Act 
were raised by Act XVI of 1943. The reason for the re¬ 
vision of the rates was the considerable increase in the 
values of the property and the increased ability of the 
people to pay. There were no subsequent amendments 
of law. The desirability of enhancing duties on the fol¬ 
lowing documents was considered in 1950 as detailed 
below: — 

Serial number and name of the in$- Existing rate Rate to which 
trument increase 

was suggested 



Rs. 

a. 

P- 

Rs. 

a. 

p 

i Acknowledgement , 

’0 

i 

6 

0 

2 

0 

a Certificate or other documents. 

o 

3 

0 

0 

4 

0 

3 Delivery orders 

0 

t 

6 

Q 

2 

0 

4 Divorce .... 

3 

o 

o 

20 

o 

0 

5 Notrial Act .... 

2 

4 

0 

3 

o 

o 

6 Adoption deed 

22 

8 

0 

25 

0 

o 


It was however, found that the proposal was not worth 
adoption in view of the very meagre increase in income 
anticipated. 

3. The principles underlying rates of levy are that 
stamp duties are collected under the Stamp Act, keep¬ 
ing in view the capacity of the individuals to pay and 
under the Court-fees Act, with a view to collect the cost 
of Judicial Administration more or less completely. 
Several duties under Stamp Act are not imposed if the 
transactions are for public and charitable purposes. 
There are some concessions given to encourage co-ope¬ 
rative institutions. 

4. The taxes are collected by way of stamps, adhesive 
and impressed. The stamps are sold through the agency 
of the vendors, officials and non-officials. The non-offi¬ 
cial vendors get a small commission. A duty is cast 
on all officers exercising public functions to impound 
documents insufficiently stamped and to forward them 
to officers appointed as Collectors under the Act for the 
levy of excess duty and penalty as far as Stamp Act 
is concerned. As regards Court-fees Act, apart from 
the duty imposed on the presiding officers to ensure col¬ 
lection of proper Court-fees, a system of Court-fees 
examiners is in force to safeguard the interests of 
revenue under Court-fees Act. 

5. Suitable provisions are available for appeal and 
revision regarding the duties imposed under both these 
Acts. 

6. Cost of collection as compared with receipts is 
negligible. Figures of cost of collection are not avail¬ 
able. Tax administration and tax collection are quite 
efficient both from the point of view of the Government 
and the tax-payer. 

7. Receipts and trends in receipt—dealt with in 
para. 1. 

8. Arrears.—There are no arrears except in the case 
of pauper stamp duties which do not call for any special 
comment. 

9. Safeguards against evasion and avoidance have 
been adequately provided for in the Act and the re¬ 
venue lost under either is considered to be negligible. 

Section II— Replies to Questions 


Question No, 162. 

Under the Constitution : — 

(1) the Union is empowered to fix the rates of Stamp 
duties in respect of bills of exchange, cheques, 
promissory notes , bills of lading , letters of cre¬ 
dit, policies of Insurance, transfer of shares , de¬ 
bentures , proxies and receipts, and 
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(2) the States are empowered to fix the rates of all 
other Stamp duties. 

As regards both (1) and (2) have you any suggestions 
to make for the levy of a Stamp duty ivhere it is not 
already levied , or for an increase or decrease of the 
present rates where a Stamp duty already exists ? Please 
give reasons for your suggestions . And there any 
general principles lohich you would propose for adop¬ 
tion in regard to the fixation of rates of Stamp duties ? 

As regards (2) since the rates vary from State to 
State what degree of uniformity do you consider desi¬ 
rable and feasible and hoiv do you propose to achieve 
it? 

If possible , please estimate the net effect of your pro¬ 
posals on the revenues of States? 

There are no suggestions to offer for the levy of 
Stamp duty where it is not already levied or for an 
increase or decrease of the present rates where duty 
already exists. The rates were revised by Act XVI of 
1943. A proposal to increase the rates of duty of some 
other documents to bring them up to the level of the 
duties obtaining in the Punjab did not reveal any pos¬ 
sibility to realize any appreciable additional revenue. It 
was also found that the proposal to revive duty on 
Cheques would yield only a meagre income and would 
have adverse effect on the development of banking. 

Question No. 163, 

Certain States (e.g., Bombay ) levy Stamp duties on 
transactions in forward markets. What is your view 
regarding the complaint that these duties have tended 
to affect the business in these markets # particularly that 
of the middle class traders ? If you consider that the 
levy of Stamp duty on transactions in these markets is 
a suitable and potentially iiyiportant means of securing 
revenue, what administrative and other measures would 
you suggest for the efficient collection of such duties? 
Alternatively, in place of Stamp duties, would you sug¬ 
gest some other form of taxation of transaction in stock 
exchanges and future markets ? If so, please elaborate 
your suggestions. 

Transactions in forward markets are negligible in this 
State, Hence no remarks. 

Question No. 164. 

In this country, the Stamp duty is ordinarily a tax 
on documents which constitute eviderice of legal rights. 
There are , however, certain taxes , such as the entertin- 
ments tax , which are sometimes collected in the form 
of stamps, and suggestions have been made 'that this 
system, may be appropriately extended to the collection 
of taxes on the sale of goods or on other transactions . Do 
your agree with this view? If so, to what tax would you 
extend the scheme? 

It is not considered possible to extend the schemes of 
collection of taxes by stamps to any other form of tax. 

Question No. 165. 

What are the more common methods of evasion or 
avoidance of payment of Stamp duty? What means cf 
prevention would you suggest? 

The main method of evasion or avoidance of payment 
of duty is by undervaluing properties involved. The 
Stamp Act itself adequately provides means to prevent 
this. No additional provision is considered necessary. 

Question No. 166. 

The rates of Court-fees differ from State to State . To 
what extent do you consider uniformity in the rates de¬ 
sirable and feasible? 

It is not desirable or feasible generally to attempt to, 
secure uniformity in the rates of Court-fees in view of 
the varying conditions in different States. But there 
are some documents like probates or letters of adminis¬ 
tration under Section 273 of the Indian Succession Act 
which shall have effect over all the property and estate 
of the deceased throughout the State in which the same 
is, or are granted; but under the proviso to that Section, 
probates or letters of administration shall have effect 
throughout India if the value of the property does not 
exceed Rs, 10,000. Under Section 380 of the Act, a 
succession certificate has effect throughout India. It 
seems desirable that there should be some uniformity 
in the rates of fees payable on probates of a will or 
letters of administration and certificates under the Ind¬ 
ian Succession Act. 

Question No. 167. 

Have you any suggestions to make regarding the sche¬ 
dules to the Indian Court-fees Act and the rates of levy 
thereunder? 


Under section 7(v) (a) of the Court Fees Act, (Act 
VII of 1870), in suits for possession of land, court fee 
payable is on ten times the annua] revenue payable to 
Government where the land forms an entire State or a 
definite share of an estate paying revenue to Govern¬ 
ment but is not a definite share of such estate, and is 
not separately assessed, the court fee payable is on the 
market value of the land claimed. [See section 7(v) (d).] 
Even if the land claimed is within defined boundaries 
in a survey number, the court fee payable is only under 
section 7(v) (d)—vide Kesanna v. Gangappa (60 L.W. 

183 F.B.). 


It is now proposed to introduce legislation to make 
court fee payable on the market value of the land in 
all cases, whether the claim is for a portion of survey 
number or for an entire survey number. This would 
resolve the existing anomaly by which a party often 
pays less court fee when he claims the whole survey 
number and yet is obliged to pay more court fee when 
confines his claim to a portion of the land only. 


STATE EXCISE DUTIES 

Section I— Factual Background 

Brief summary of the main features of the tax .— 
Under the Madras Abkari Act, 1886, revenue was de¬ 
rived on the following items of liquor and intoxicating 
drugs:— 

(1) Country spirits; 

(2) Foreign liquor; 

(3) Toddy; 

(4) Intoxicating drugs (Hemp); and 

(5) Opium. 

The revenue derived from the above items was realiz¬ 
ed in two forms, viz., “Vend Fees” and “Duty”. The 
former were levied in consideration of the privilege of 
selling excisable articles, either wholesale or retail, for 
a specific period, usually one year. The fees were 
either fixed or settled by auction. The duty was levied 
under Sections 17 and 18 of the Abkari Act, and the 
levy included duties on all the above items and duties 
on spirits contained in the medicinal preparations, per¬ 
fumed spirits, etc. 


Prohibition is now enforced throughout the Andhra 
State (except in the Agency taluks in the East Godavari 
and Visakhapatnam district) and under the Prohibition 
Act, revenue is derived from the following items of 
liquor and intoxicating drugs: — 

(1) Country spirits, viz., rectified spirits, Indian- 
madp foreign spirits, denatured spirits, etc, 

(2) Foreign liquor; 

(3) Hemp drugs; and 

(4) Opium. 

The revenue from the above items is levied in the 
form of “fees for licences or permits issued under the 
Madras Prohibition Act”, “Duty” and/or gallonage fee. 
Duty and gallonage fee is levied under Sections 18 and 
18-A of the Madras Prohibition Act. 

2. Amendments made during the past few years and 
now under consideration .—Total prohibition was intro¬ 
duced in the Andhra State from 2nd October 1948 and 
all liquor, opium and ganja shops were closed. Sales- 
tax at the rate of As. 8 in a rupee on the selling price 
of foreign liquor for personal consumption was introduc¬ 
ed in November 1952. The gallonage fee on foreign 
liquors and Indian-made foreign spirits was also increas¬ 
ed from Rs. 4-8-0 to Rs. 9 etc., from July. 1952 as shown 
under paragraph 3 below. 

Excepting a few changes in the fee for the licences 
and permits issued under the Prohibition Act as shown 
under paragraph 3 below, no other amendments affect¬ 
ing the revenue were issued. No major amendments in 
the regard are now under consideration. 

The Government decided recently to permit the tap¬ 
ping, sale and consumption of neera in the State under 
the supervision and control of local panchayats or any 
other suitable agency. The Government consider tvat 
this will help to reduce unemployment amongst tap¬ 
pers. It is propose to amend suitably the existing sweet 
toddy rules. At present no fee is levied for tapping 
sweet toddy, The question of levying some fee to en¬ 
able the panchayats to meet the cost of administration 
of the scheme is under consideration. 
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3. Rates of levy.—Fees for Licences and Permits. 
Duty — 


Rectified spirits 

Rs, 35 per proof gallon. 

Indian-made foreign spirits 

Do. 

Indian-made medicated wines 
and similar preparations. 

Do. 

Opium . . 

Rs. 118-14-0 (cost price) 

t» . _c _ _ 1 n_ 


Rs. 56-1-0. Total Rs. 175. 
(Price for addicts Rs. 480 per 


Ganja . , 

. Rs. 

80 per seer. 

Bhang . 

. Rs. 

40 Do. 


Duty on medicinal preparations containing alcohol. 

Spirituous medicinal prepara- Rs. 17-8-0 per proof gallon, 
tions which can be used for 
other than medicinal purposes 
and included in the list in the 
Madras Prohibition Act. 

Other spirituous medicinal pre- Rs. 5 per proof gallon, 
parations. 

Spirituous toilet preparations . Rs. 17-8-0 Do. 

Spirituous Culinary, aerated Rs. 17-8-0 Do. 
water and other flavouring 
essences, extracts. 

(Enhanced to Rs. 75 per proof 
gallon from 8th July 1953), 

Gallonage fee on foreign liquor, Indian made foreign 
spirits, and Denatured spirits, etc. 

Liquors other than brandy for medicinal purpose. 

* Old rate From 3rd 
July 1953 
Rs. a. pi Rs. a, p. 

Spirits, liquors Cham- 480 900 

pange sparkling 
wines and other 
wines containing 
more than 43 per 
cent, of proof 
spirit. 

Wines all of other kinds 240 480 Per Imperial 

gallon of 
6 quarts. 

Beer, cider and other o 12 0 1 8 0 

fermented liquors. 

Brandy for medicinal 480 (No change) 
purpose (Forms II, III 
and IV licences) 

Rectified spirites . 480 per Imperial gallon of 6 qs. 

Denatured spirits, me- 012 0 Do . 

thyliated spirits and 
Methyl alcohol. 

Medicated wines . (Containing 42 per cent, and more of 
proof spirit. Per Imperial Gallon. 
Proof spirit Rs. 4-8-0. 

Proof spirit less than 42 per cent, 

Rs. 2-4-0. ) 

Sales-tax. —Liquors sold to permit-holders and clubs, 
As. 8 in a rupee on the selling price of liquor. 

Exceptions .—In respect of Indian-made foreign spirits 
obtained by military canteens, duty was ordered to be 
levied at Rs. 12-8-0 per proof gallon on their alcoholic 
contents (instead of Rs. 35 per proof gallon). Officers 
of the State Government and of the Government of 
India are exempted from payment of duty on rectified 
spirits used by them. Pharmaceutical Laboratory 
licensees are supplied rectified spirit at concessional 
rates and duty is charged on the finished products of 
medicinal toilet or other preparations at the rates spe¬ 
cified above. 

Local Fund and District Board Medical Officers are 
exempt from paying the licence fee for licences in 
Form III-A under the Madras Prohibition Act for pos¬ 
session of Asavas and Arishtas (the licence fee is Re. 1 
for the licence for one year). 

4. General Administrative set-up. —The responsibility 
for the collection of Excise revenue rests mainly on the 
Land Revenue Staff. The Commissioner of Commercial 
Taxes who is also a Member of the Board, exercises con¬ 
trol over the administration of Excise revenue. 

5. How the tax is levied and collected. —The licensees 
under the Prohibition Act are required of the condi¬ 
tions of the licences to submit particulars of sales 
of the commodities permitted to be sold under their 
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licences. On receipt of the particulars which will also 
be verified by the local Prohibition Officer, the Collec¬ 
tor of The district levies the fees due from the licensees, 
usually once a quarter. The licensee is required to 
pay it within 14 days of the receipt of the demand 
notice from the Collector, failing which the amount 
will be recovered as in the case of arrears of land re¬ 
venue. In cases in which no separate licences are 
issued under the Prohibition Act ( e.g .) for sale of spi¬ 
rituous medicinal and toilet preparations, etc,, and in 
cases where the duty is required to be prepaid, the duty 
due on them is collected in advance in cash, before* 
granting the permits for their import into the State. 
In cases of issue of opium, the cost of the drug will be 
collected at the time of its supply from the Sub¬ 
treasury. 

6 . Cost of administration .—The revenue derived under 
the Prohibition Act is not sufficient to meet the cost of 
the administration. The administration is more con¬ 
cerned about the enforcement of prohibition. The cost 
of administration in 1952-53 was about Rs. 31,46,600. 


Rs. 

Receipts— 

*949-5° .... 28,54,263 

1950-5 1 * 23,73,935 

*95*-52 . . 16,44,328 

*95 2 "53 * 11,03067 

7. Arrears.—There is a balance of about Rs. 30,000 
including Abkari arrears, that have to be collected. 
Steps are being taken by Collectors to collect the ar¬ 
rears. The arrears are due to some suits pending in the 
Courts, 

8 . Nature of evasions , if any , and steps taken or pro-* 
posed to be taken to stop evasions ,—The chances for 
evasion of duty or gallonage fee are very few. The only 
way to evade payment of duty or gallonage fee is to 
import into the State, liquors and intoxicating drugs 
unlawfully. Such unlawful imports are violations of the 
provisions of the Prohibitions Act and the importers 
are liable for prosecution under the Act. 


Section II— Replies to Questions 
Question No. 135, 

(a) In regard to State Excise duties and the revenue 
therefrom have you any comments or suggestions to 
make — 

(i) on features of importance connected with the 
system of levy of these duties in different 
States; and 

(ii) on policies involving various degrees of relin¬ 
quishment in certain States of the revenue from 
these duties ? Should there, in this context , be 
uniformity between different States? If so, in 

, what particulars and to what extent ? 

(b) Is there proper co-ordination between the levy of 
Central Excise on medicinal and toilet preparations con¬ 
taining alcohol, etc., and of State excise on alcoholic 
liquors ? If not, what steps would you suggest to ensure 
adequate co-ordination ? 

(a) Under Entry 84 in List I (Union List) in the 
Seventh Schedule to the Constitution, duties of Excise 
on tobacco and other goods manufactured in India ex¬ 
cept (a) alcoholic liquor for human consumption and (b) 
Opium, Indian Hemp and other Narcotic Drugs and Nar¬ 
cotics, but including medicinal and toilet preparations 
containing alcohol or any substance included in sub- 
paragraph (b) of this entry, are within the exclusive 
competence of the Union Government. The State Gov¬ 
ernment cannot therefore levy duties on medicinal or 
toilet preparations containing alcohol. Regarding alco¬ 
holic liquors for human consumption, duty or gallonage 
fee is fixed and levied by the State Government not so 
much from the revenue point, but from the prohibition 
point of view. The State Government are competent to 
prescribe as much duty and gallonage fee as are consi¬ 
dered necessary. Unless there is a uniform policy of 
Excise or Prohibition throughout the Union, it is not 
possible to have uniform rates of duty and gallonage 
fee on liquors intended for human consumption. 

(b) With regard to sub-paragraph (b) in question 135, 
duties on medicinal and toilet preparations manufactur¬ 
ed in India ate one of the sources of revenue of the 
State in which* they are actually consumed. It can be 
said that there is proper co-ordination in this regard 
between the levy of Central Excise duty on medicinal 
and toilet preparations containing alcohol, etc., and of 
State Excise on alcoholic liquors. 



List of License issued under Madras Prohibition Act, 1937 


Licence or permit 

(0 

Description 

(2) 

Issuing authority Licence or permit fee and other fee levied 

if any 

(3) (4) 

Form II 

Licence for the sale of brandy, medicated wines 
and similer preparations by chemists. 

Coleetor of District. 

Rs* 25 per annum. 

Form II-A * 

Special licence for wholesale vend of medicated 
wines and similar preparation. 


Do. 

Rs. 50 per annum* 

form II-B . 

Licence for manufacture of medicinal preparations 
containing self generated spirit. 


Do. 

Rs* 50 per annum (prescribed in G, O 
No. 599, Revenue, dated 10th March 
1949). 

Form III . 

Licence for medical practitioners to possess and use 
brandy for medical purposes. 


Do. 

Rs, 5 per annum. 

Form III-A . 

Ayurvedic practitioner’s licence. The licence holder 
can manufacture, sell and dispense asavas and 
arishtas. 


Do. 

Re. 1 per annum. 

Form 1 II-B . 

Ayurvedic Pharmacy licence * . * 


Do, 

Rs. 10 per annum. 

Form m-C . 

Do. Depot licence 


Do. 

Rs. 5 per annum (G* O. No. 2251, Re¬ 
venue, dated 30th August 1949). 

Form IV . 

Licence to medical officer incharge of Hospitals for 
possession and use of brandy for medical purposes 
in hospitals. 


Do. 

No fee* 

Form V 

Licence for the manufacture of Medicinal prepara¬ 
tions containing ganja or bhang. 


Dc, 

Rs, 5 pei annum* 

Form VI 

Licence for the possession and sale of preparations 
containing ganja or bhang. 


Do, 

Do. 

Form VI-A , 

Licence for possession and use ol liquor for industrial 
or such like purpose. 


Do 

Rs* 20 per annum (prescribed in G. O* 
No, 148, Revenue, dated 23rd Jan¬ 
uary 1948. 

Form VI-B . 

Licence for possession and use of intoxicating drugs 
for medicinal scientific, industrial or such like 
purpose* 


Do. 

Rs. 20 per annum (prescribed in G* O* 
Ms. No. 105, Revenue dated 17 
Jan. 1949) 

Form VII . 

Permit to possess and consume foreign liquor* 


Board 

Temporary permit Rs. 10 per month 
and Rs. 50 (Fifty) per annum 
(prescribed in G. O. No* 3303, 
Revenue, dated 23rd January 1949)* 

Form VII-A . 

Permit to possess and consume foreign liquor to In¬ 
dians on medical grounds. 


Do. 

Rs. 50 annually (prescribed in G, O* 
No. 3303, Revenue, dated 28th 
December 1949). 

Form VIII . 

Licence to possess foreign liquor by non-proprie¬ 
tory clubs for supply to members. 


Do. 

No licence fee. But a fee at this rate of 
Rs. 1-9-0 for each unit of 50 quarters 
of liquor or part thereof is levied 
quarterly (Prescribed in G. O. No* 
3303, Revenue, dated 28th Decem¬ 





ber, 1949-) 

Form IX 

Licence to a person-in-charge of restaurant van 
(attached to a Railway Train). 


Do. 

(No licences are issued.) 

Form X 

Licence to possess and sell foreign liquor by 
non-proprietory clubs for supply to Members. 


Do* 

Rs. 250 annually (prescribed in G. O. 
No. 156, Revenue, dated 24th Jan¬ 
uary 1949)* 

Form XI 

Licence for possession and sale of grape juice for 
sacramental purposes. 


Do. 

Rs. 15 annually (prescribed in G. O. 
No. 222, Revenue, dated 24th Jan¬ 
uary 1950). 


Sacramental Wine 



Authority I . 

Authority for possession, use and issue of sacramen¬ 
tal wine. 

Collector of District, 

No licence fee. 

Authority I A 

Authority for possession, use and issue of sacramen¬ 
tal wine* 


Do. 

Do. 

Authority II . 

Authority for possession and use of sacramental 
wine. 

Authority for possession and use of wine by Heads 
of Jewish families. 


Do, 

Do. 

Vinegar 

Licence for the manufacture of Vinegar, 

Assistant Commissioner 
for Distilleries. 

Do. 


Madras Denatured Spirit and Methyl 

Alcohol Rules 


DI 

Licences for the possession and use of denatured 
spirit, methylated spirit or methyl alcohol except¬ 
ing for use in the manufacture of French Polish. 

Collector of District. 

No fee for the licence gallonage fees at 
Re. 0-12-0 per bulk gallon is levied 
on the Denatured spirit/ Methylated. 
spirit/Methyl Alcohol consumed 
under the licence. 

m-A . 

Licence for the possession and use of special Methy¬ 
lated spirit. 


Do. 

Do. 

di-b . 

Licence for possession of Denatured spirit for use in 
the manufacture of French Polish, 


Do/ 

Licence fee Rs. 50 annually plus gallon- 
age fee as noted above. (G. O* 
Ms, No. 5452, Development, dated 
19th December 1952), 
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Licence or permit 

Description 

Issuing authority 

Licence or permit fee and other fee 
levied if any 

( 1 ) 

( 2 ) 

(3) 

(4) 

D. 11 

Depot licence for wholesale sale of Denatured spirit/ 
Methylated spirit/Methyl alcohol. 

Collector of District 

No fee. 

D. Ill . 

Licence for the retail sale of Denatured spirit/ 
Methylated spirit/Methyl alcohol. 

Do. 

No licence fee but gallonage fee at 
Re. 0-12-0 is levied on Denatured 
spirit, Methylated spirit, Methyl Al¬ 
cohol sold under the licence. 

D. IV . 

Licence granted to Railway Company for storage 
and supply of Denatured spirit/Methylated spirit 
and its distribution to out stations. 

Do. 

No fee. 

D. IV-A 

Licence for possession and use of specially dena¬ 
tured spirit by manfacture of soaps. 

Do. 

No licence fee, gallonage fee at Re. 
0-12-0 is levied. 

D. IV-B 

Liecence for possession and use of specially dena¬ 
tured spirit by manufacture of metal polishness. 

Do. 

No licence fee, gallonage fee at Re. 
0-12-0 is levied. 

D. VI-A 

Licence for the Retail sale of French Polish manu¬ 
factured with Dentured Spirit. 

Do. 

Rs. 25 annually. 

D. VLB 

Licence for the possession and use of French Polish 

Do. 

Rs. 10 annually. 


Madras Rectified Spirit Rule 



Licence for the possession and use of Rectified spirit 
for medicinal, scientific or industrial purpose 
(Duty is collected at Rs. 35 per proof gallon on 
the Rectified spirit obtained). 

Collector of District 

Rs. 10 annually. 


Licence for the possession of Rectified spirit for use 
in the manufacture of Homeopathi preparations 
(Duty is collected at Rs. 5 per proof gallon on 
the Rectified spirit supplied). 

Do. 

Rs. 20 annually (Enhanced to Rs. 50 
annually (G. O. Ms. No. 343, Re¬ 
venue Department, dated 12th Feb- 
bruary 1949). 


Distillery licence . ... 

By the Board . . 

Rs. 100 annually. 


Pharmaceutical Laboratory Licence. 

Do. 

No licence fee. 


Lisences Under Spiritious Essences Notifications 


Form XII 

Licence to possess Rectified spirit for use in 
the manufacture of Essences. 

Board 

Licence fee Rs. 500. 

Form XI 1 -A 

Licence for the wholesale sale of Essences. 

Collector 

Rs. 100. 

Form XXI-B 

Licence for the possession and use of spirituous 
Essences. 

Do. 

Rs. 25. 

Form XII-C 

Licence for the possession and use of spirituous 
Essences, 

Do. 

Rs. 25. 


Licenses Under Sweet Toddy Rules 


Form 11 , * 

Licence granted to drawers of Sweet Toddy • . 

Tahsildar or other offi¬ 
cer empowered by 
the Collector. 

No fee. 

Form IV 

Permit for the possession, transport and sale of 
Sweet Toddy. 

Do. 

Do. 


ci 

Mi 


M2 


Form I 


Form II 


Chloral Hy dr ate Rules 

Licence for possession and sale of Chloral Hydrate Collector of District. Rs. io annually. 
Dangerous Drugs Act, 

Licence for the manufacture, possession and sale Collector subject to the Rs. 5 annually, 
otherwise than on prescription of manufactured control of the Board 
drugs other than prepared opium. of Revenue (Excise). 

Licence to a chemist for the manufacture, possession Do. Do. 

and sale on prescription of manufactured drugs 
other than prepared opium. 

MadrasjOpiura Rules 

Licence for the manufacture of bonafide medicinal Collector Do 

preparations containing opium. 

Licence for the possession and sale of bonafide Do. Do. 

medicinal preparations containing opium. 


MADRAS GENERAL SALES TAX ACT, 1939 

Section I— Factual Background 

X. Brief summary of the main featzires of the tax .— 
The Madras General Sales Tax Act, 1939, continues to 
be in force in territory of the Andhra State by virtue of 
Section 53 of the Andhra State Act, 1953. 

Under the Act, two sets of Rules have been framed, 
viz., the Madras General Sales Tax Act (Turnover and 
Assessment) Rules, 1939, and the Madras General Sales 
Tax Rules, 1939. The former lays down the principles 
for determining the taxable turnover of a dealer, and 
the procedure for assessment of tax and its realization. 


The latter deals with the scheme of licensing and 
other miscellaneous matters, like accounts, appeals, re¬ 
visions, etc. 

The Act provides for the levy of a tax at every sale 
of goods in the series of sales by successive dealers bet¬ 
ween production and consumption. It is thus a “multi¬ 
point system” of tax. 

The basic principles of taxation under the Act are*.— 

(1) In respect of the same transaction of sale, either 
the buyer or the seller (but not both) is liable 
to tux —vide Section 3(5) proviso (1). 
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(2) When a dealer has been taxed on the purchase 
turnover in respect of any goods, he should not 
be taxed again in respect of the sales of the 
identical goods effected by him— vide Section 3 
(5), proviso (ii). 

(3) The liability to tax arises only when the deal¬ 
er’s net turnover is Rs. 10,000 and above per 
annum —vide Section 3(3). 

(4) First sale of agricultural produce by the produ¬ 
cer or any person having an interest in the land 
on which it is grown, is not liable to be taxed. 

Turnover as defined in Section 2 (i) is the aggregate 
amount for which goods are either bought or sold. 
The various items which are excluded from the aggre¬ 
gate or gross turnover of a dealer to arrive at 
the net turnover assessable to tax are enumerated in 
Rule 5 (1) of Turnover and Assessment Rules, 1939. 

In the case of all commodities except (1) cashewnut, 

(2) groundnut, (3) cotton (including kapas) bought 
by a spinning mill or by a dealer who exports outside 
the State, (4) untanned hides and skins bought by a 
licensed tanner in the State, and (5) untanned hides 
and skins exported outside the State by a licensed 
dealer in hides and skins, the turnover of a dealer is 
the amount for which goods are sold. In the case of 
the excepted goods, the turnover is the amount for 
which goods are bought by a dealer. 


(a) By the Amendment Act of 1947, ‘works contracts’ 
were brought within the scope of taxation under the 
Madras General Sales Tax Act. The term ‘works con¬ 
tracts’ is defined in Section 2 (ii). It was recognised 
that in a works contract, although there is a transfer 
of property from one person to another for valuable 
consideration, cost, of services rendered also forms part 
of for the total value of the contract. Provision has, 
therefore, been made in Rule 4 (3) of Turnover and 
Assessment Rules for deduction from the total value 
of the contract a fixed percentage towards the cost of 
labour. 

(b) In the case of dealers in groundnut who purchase 
groundnut and convert it into oil for sale, double taxa¬ 
tion (on the purchase value of groundnut and again on 
sale of oil) is obviated by a provision made in Rule 18 
of Turnover and Assessment Rules by which the pur¬ 
chase value of groundnut bought by them and converted 
into oil is deducted from gross turnover, provided that 
the sale value of the oil sold has been included in their 
assessable turnover. 

Although, it is a multipoint system of tax at uniform 
rates, the tax is levied in respect of certain articles— 

(1) at an enhanced rate at a specified stage in the 
series of sales by successive dealers—Section 3 
(2) and proviso to Section 3 (1) (fa); 

<2) at a concessional rate only at the specified stage 
or stages, subject to certain conditions and 
restrictions imposed—Section 5; 

(3) certain commodities are completely exempted 
from tax—Section 4; and 

(4) certain articles are exempted from tax subject 
to dealers taking out licences and conforming 
to the conditions of the licence. 

The other main features of the Act are indicated 
below * 


Registration.—Every dealer whose turnover is Rs. 
7,500 and above should register himself as a dealer. 
Only registered dealers are entitled to collect sales tax 
from their customers. Therefore, if any dealer whose 
turnover is less than Rs. 7,500 desires to collect sales 
tax, he should register himself as a dealer. All amounts 
collected by dealers by way of sales tax should be paid 
over to the Government—?nde Section 8 (b). The re¬ 
gistration fee per year is Rs, 6. 

Licensing .—In view of the conditions of trade in res¬ 
pect of certain commodities and with a view to protect¬ 
ing certain indigenous industries, suitable provisions 
have been made in the Act either to totally exempt the 
transactions at all stages of sale or to levy tax at only 
the prescribed point or points. The concession of exemp¬ 
tion or of taxation at a specified point, or of taxation at 
a reduced rate is regulated by a scheme of licensing 
—vide Sections 5 and 8 and Rule 4-A of Turnover and 
Assessment Rules and Rule 6 of General Sales Tax 
Rules. However, if a dealer fails to take out a licence 
as prescribed or if after obtaining a licence, he fails 
to comply with the conditions laid down therein, tax 
will be levied on the turnover of the transactions in 
his hands at the general rate of tax. 


The fee for the grant or renewal of a licence to deal 
in the commodities subject to the concessions mention¬ 
ed above, is specified in Rule 6(4) (a) of the Madras 
General Sales Tax Rules, 1939. 

When a dealer does business in a licensed commodity 
through travelling salesmen, he should obtain a permit 
for each salesman on payment of Rs. 5 per annum, if 
he desires the turnover of business effected by the tra¬ 
velling salesman also should be exempted or taxes at 
the reduced rate, as the case may be— vide Rule 6-A 
of General Sales Tax Rules, 1939. 

2. Amendments made during the past few years and 
now under consideration. —The Amendment Act of 1947 
which came into force on 1st January 1948 effected 
many changes in the scheme of taxation under the 
General Sales Tax Act, 1939. The main changes 
brought in by the Amendment Act are mentioned 
below :— 

(i) The general rate of tax was raised to 3 pies 
per every rupee of the turnover. 

(ii) for the first time, levy of higher rate of tax 
on certain commodities considered as “luxury 
goods” was introduced; 

(iii) the slab rate system of taxation which had been 
in force previously was abolished except in res¬ 
pect of dealers in vegetables and fruits (other 
than canned, preserved, dried or dehydrated 
vegetables or fruits) whose annual turnover did 
not exceed Rs. 20,000; 

(iv) The exemptions and reductions provided in Sec¬ 
tions 5 and 6 of the Principal Act were modi¬ 
fied. The modifications effected are— 

(a) the sale of cotton or handspun yarn and of 
cloth-woven on handlooms wholly with 
hand spun yam by persons dealing exclu¬ 
sively in such cloth were exempted from 
taxation. 

(b) the sale of cloth woven on handlooms 
wholly or partly with mill-yarn was ex¬ 
empted at all stages except at the stage of 
sale to the consumer in the Province; 

(c) the sale of cotton yarn other than hand- 
spun yarn and of bullion and specie was 
subjected to tax only at the stage or stages 
specified in the new Rule 4-A at the rate 
of i of per cent and i of 1 per cent* res¬ 
pectively, on the turnover at such sales; 

(d) the local sales of tea grown by the seller 
or grown on any land in which he had in¬ 
terest were subjected to tax. But the sales 
for delivery out side the State were ex¬ 
empted; 

(v) Registration of dealers .—The new Sections 8-A 
and 8-B provided for the compulsory registra¬ 
tion of dealers with a turnover exceeding Rs. 
7,500 or of those dealers who intended collect¬ 
ing sales-tax on their transactions even though 
their turnover was less than Rs. 7,500 and of 
recovery of all amounts collected by way of 
sales-tax found in excess of the tax paid by 
dealers to the Government; 

(vi) a new Section 14-A was introduced declaring 
the agent of a non-resident principal as a dealer 
under the Act and making provision to realise 
the taxes payable by the non-resident dealer 
through the agent; 

(vii) the jurisdiction of Criminal Courts to question 
the validity of any order or proceedings made 
under the Act was ousted by a clear provision-— 
Section 16-A; 

(viii) a provision was made in Section 15 of the Act 
for the Magistrates to specify the amount of ar¬ 
rears due from a dealer and for its recovery as 
if it were a fine; 

The Amendment Act of 1951 (Madras Act VI of 1951) 
brought about some important changes in the scheme of 
appeals and revisions under the Act. An Appellate 
Tribunal was constituted for the first time consisting 
of a Chairman and two other Members to hear appeals 
preferred to ft under the Act and the jurisdiction of 
the Civil Courts, generally, was ousted (Sections 2-A 
and 18-A). Consequently the old scheme of appeals 
and revisions underwent a thorough modification. The 
existing scheme of appeals and revisions is detailed 
at page 18. 

The following are the important amendments which 
are under consideration now: — 

(1) According to the interpretation placed on the Ex¬ 
planation to Article 286 of the Constitution of India, in 
an Inter-State transaction, the State in which the goods 
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have actually been delivered for the purpose of con¬ 
sumption has a right to levy a tax on the transaction 
to the exclusion of other State or States. In pursuance 
of this judgment, the Andhra Government have decid¬ 
ed to levy tax with effect from 1st January 1954 on all 
Inter-State transactions liable to tax in the Andhra 
State. Amendments to the Act and the Rules made 
thereunder to lay down proper procedure are under the 
consideration of the Government. (Some of the amend¬ 
ments have already been finally notified.) 


(2) Section 8 of the Madras General Sales Tax Act, 
1939, which provides for the exemption of licensed 
agents from sales tax, has been found difficult to work 
in practice. The Government have, therefore, decided 
to repeal the section and amplify the definition of ‘deal¬ 
er’ so as to include persons carrying on the business of 
buying or selling goods whether for commission, remu¬ 
neration or otherwise. 


General Sales Tax Act was first introduced are shown 
below: — 

Rates of Tax on Dealers 

Turnover between Turnover over 
Year Rs. io and 20 thou- Rs. 20 thousand 

sands 


• 939-40 


Rs. 5 per mensem 

Re. i per centage 

1940-41 1 

1 




1941-42 

y 

Rs. 4 per mensem 


Do. 

1943-43 J 

1 




• 943-44 ) 


Rs. 4 per mensem 


Do, 

(first half) J 

. 




1943-44 

\ 

Rs. 5 per mensem 

Re. 1 per cent. 

(second half) 

/ 





Year 

Turnover 

Lurnover 

Turnover 



between 

above Rs. 

above Rs, 



Rs, 10 and 

15 and up 

20 thou¬ 



15 thou¬ 

to 20 the 

sands 



sands 

sands 




Rs. 

Rs. 

Rs. 


(3) The practice of including in the turnover of a 
dealer who is assessed under the Act, sums collected 
by him as sales-tax has been in existence ever since 
the commencement of the Act in 1939. But in 1947, a 
new Section (Section 8-B) was introduced in the Act 
with a view to regulate the collection of sales tax from 
dealers and to ensure that they do not collect and ap¬ 
propriate for themselves sales tax in excess of what 
they pay to the Government. It has been held that this 
section constitutes the dealers into agents of the Gov¬ 
ernment for collecting sales tax and the inclusion of 
such collections in the total turnover of the dealer is 
repugnant to the provisions of that section. The Gov¬ 
ernment, after careful examination of the question, have 
decided that Section 8-B should be omitted so that the 
position that obtained prior to the Madras General 
Sales Tax (Amendment) Act, 1947 (Madras Act XXV of 
1947) is restored. 


(4) In a recent judgment, the Madras High Court has 
held that Section 16-A of the Act which bars Criminal 
Courts from questioning the legality of any assessment 
made under the Act in any prosecution in ultra vires 
and void . This Section was inserted by the Amendment 
Act of 1947. In view of the decision of the High 
Court, it is proposed to repeal that section. 


3. Rates of levy , etc.—The General rate of tax now 
levied under the Act is, 3 pies in the rupee. The different 
rates of tax obtaining from 1939 when the Madras 

Licence Fees 


1944 - 45 

1945- 46 

1946- 47 

1947- 48 
till 31st 
December 
* 947 * 


From 1 st January 1948 
upto now. 


per annum 
96 


per cent 
1 


Turnover 
Rs. 10 thou¬ 
sands and 
above 


upto now. Rs, 1 -9-0/16 per cent or 3 pieces in 

the rupee. 

In the case of articles of food and drink sold in a 
hotel, boarding house or restaurant, if the annual turn¬ 
over in such articles is not less than Rs. 25,000, the rate 
of tax is 4£ pies for every rupees on the turnover— vide 
proviso to Section 3 (1) (b), This provision was insert¬ 
ed by the Madras Act XV of 1951. 

Under Section 3 (2) of the Act, an additional tax-at 
the rate of 6 pies or 3 pies for every rupee on the 
turnover is levied in respect of the goods enumerated 
therein which are considered as “luxury goods”. The 
additional tax is levied at the stage of the first sale in 
the State. This provision was brought in by the Amend¬ 
ment Act XXV of 1947 with the object of finding addi¬ 
tional sources of income to the Government. 

The goods that are liable for assessment at the con¬ 
cessional rate of tax together with the stage and the 
rate at which they are taxed are indicated in the tabular 
statement below: — 

(Rules 6-4) 


If the turn- If the turn- For every 
over does over ex- additional 
not exceed ceeds Rs. turnover of 




Rs. 20,000 

20,000 

one lakh or 
a fraction 
thereof 

(j) 


(a) 

(3) 

(4) 

1 Cotton , 


Rs. 

75 

Rs. 

150 

Rs. 

100 


2 Cotton yarn (Handspun) . 

3 Cotton Yarn (Mill Yarn) 


4 Cloth woven on handloom with hand- 

spun yarn, 

5 Cloth woven on handloom wholly or 

partly with mill yarn (wholesale). 

Note—W ith effect from 15th February 1951, 
Revenue, dated Dth February 1951.) 

6 Bullion and/or specie . ♦ 


7 Untanned hides and skins 


Licence is 
fee. 

75 


Licence is 
fee. 


Rate of tax 


150 100 1/2 per cent. (As. 8 per Rs, 100) 

[section 5(ii)(i 1)]. Tax is realisa¬ 
ble from the spinning mill or 
when cotton is exported from the 
last person who is liable to tax 
under section 3—I, on the pur¬ 
chase turnover (T. and A. Rule 
4“A IV (a) and (b)]. 

issued free of Licence No tax is leviable [sections (0 (00 

150 x 00 1/2 per cent [As. 8 per Rs. 100 (sec¬ 

tion 5-ii) Tax is realisable from 
the Mill or Importer on the sale 
turnover (Turnover and Assess¬ 
ment Rule4 (i)0 

issued free of Licence No tax is leviable [section 5(1)-!.] 


Points of taxation 


At the stage of purchase by 
the spinning mills or at 
the stage of export out 
of the State. 


At the stage of sale by the 
mill or by the first im¬ 
porter. 


50 100 No tax is leviable, [section 5(iii)]. 


all retail sales of handloom cloth is taxable at 1 $ pies per rupee. No llceuee is therefore neceessary. (G. O. No. 300, 


}per cent [As. 4 per 100 rupee (sec¬ 
tion 5(iv)] 


1-9/16 per cent 0-0-3 P cr ru P ee 
[section 5. (vi),] 


Tax is realisable from the 
first Seller in the 
province on the sales 
turnover (Turn over and 
Assessment) Rule 4 a(ji) 

Tax is realisable from the 
tanner or exporter on 
the purchase value of 
untanned hides and skins 
(Turnover and Assess¬ 
ment Rules A 16 (i)i- 
Rules A-16 (1) i and 



(I) 


(5) 


( 6 ) 
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M_ (3) (4) ' 

Rs. Rs. Rs. 

8 Tanned hides and skins * . . 25 50 100 1-9/16 per cent 0-0-3 P er rupee Tax is realisable on turn - 

(section r } vi.) over from the importer 

or the dealer selling 
goods tanned in a 
tannery in the Pro¬ 
vince which has not 
paid tax on the pur¬ 
chase value of the skins 
in the untanned condi¬ 
tion. [Turnover and 
Assessment Rule 16(3) 
and (4)] 


Commission Agents . . . 100 200 too .. ♦♦ 

Each place of business should be covered by a Separate licence [M. G. S. T. Rules 6 (i)-i, The licence fee to be levied for each licence 
subject to a maximum of Rs. 1,000 M. G. S. T. Rule 6(4) -A.] 


Exemptions .—The following commodities are exempt¬ 
ed from tax altogether as they are subjected to tax 
under other enactments— vide Section 4: 

(1) Electrical energy (duty is levied under Madras 
Electricity Duty Act, 1939). 

(2) Motor Spirit Act (Tax is levied under Madras 
Sale of Motor Spirit Taxation Act). 

(3) Tobacco in any form whether manufactured or 
not. There is a separate Act for taxation of 
tobacco. 

(4) All goods on which duties are or may be levied 
under Madras Abkari Act, 1886, the Madras 
Prohibition Act, 1939 or the Opium Act, 1878. 

In Section 6 of the Act, the Government have reserved 
to themselves the power to notify the exemptions and 
reductions in the rate of tax: (a) in respect of sales 
of any specified class of goods at all points or at a spe- 
fled point or points in the series of sales by successive 
dealers, or (b) in respect of any specified class of per¬ 
sons in regard to whole or any part of their turnover. 

The important exemptions and reductions notified 
under this section by the Government from time to time 
of the Act corrected upto 1st April 1953 are as 
follows: — 

(1) Slab rate of tax (viz, Rs. 96 per annum for 
turnovers between Rs. 10,000 to Rs. 15,000 and 
Rs. 144 per annum for turnovers between Rs, 
15,000 to Rs. 20,000) for dealers in fruits, vege¬ 
tables, flowers, fish, meat and eggs with turn¬ 
over less than Rs. 20,000. 

(2) Exemption for single or multiple country oil 
chekkus (ghanis). 

(3) Exemption for earthwork, laterite metal, sand, 
jelly and gravel quarrying contracts. 

(4) Exemption for tea sold by the tea estates to the 
Assistant Tea Controller, Coonoor, for export to 
Russia on Government of India Account. 

(5) Exemption for additional tax under Section 3 
(2) for sales of all varieties of tractors used for 
agricultural purposes and spare parts of such 
tractors. 

(6) Exemption from tax for educational institutions 
which provide meals to the boarders or inmates 
on collection of a fixed sum per month from 
each boarder, provided that the institution has 
no intention to profit and no such profit is 
actually made out of the transactions. 

(7) Exemption from tax on the sale of rationed arti¬ 
cles from rice-ration shops run by refugees 
from Pakistan. 

(8) Exemption from tax on the sale of diagnostic 
X-ray photos and electric hearing aids and 
accessories. 

(9) Exemption from tax on the transactions of the 
canteen run by the Y.W.C.A. at the Christian 
Medical College and Hospital, Vellore and sale 
of food made by the Union Mission T. B, Sana¬ 
torium, Arogyavaram. 

(10) Exemption from tax for the sales of milk by 
Co-operative Milk Supply Societies and Unions 
except the last sale to the actual consumer. 

(11) Levy of tax at the rate of 1J pies per rupee on 
the retail sale of handloom cloth, etc. 


The Government have since exempted from sales-tax 
with effect on and from 1st April 1954— 

(1) the sales of any cloth woven on handlooms by 
persons who deal exclusively in such cloth; and 

(2) the sales of flowers, eggs, fruits, vegetables, 
meat and fish (other than coconuts and canned, 
preserved, dried or dehydrated fruits, veget¬ 
ables, meat and fish). 

4. General administrative set-up.—At Government 
level, the Finance Department deals with Commercial 
Taxes subjects. 

The general administration of the Act is vested in the 
Commissioner of Commercial Taxes who is one of the 
two Members of the Board of Revenue. He exercises 
revisional powers under the Act (Section 12). He is 
assisted by two Deputy Commissioners, each in charge 
of half the State, who also exercise revisional powers 
under the Act (Section 12). 

Each revenue district has been placed in charge of a 
Commercial Tax Officer. The Commercial Tax Officer 
controls and supervises the work of his subordinates 
and also exercises appellate and revisional powers 
under the Act (Sections 11 and 12). 

Each revenue district is subdivided into a convenient 
jurisdictions and placed in charge of Deputy Commer¬ 
cial Tax Officers and Assistant Commercial Tax Officers. 
The powers of the Assistant Commercial Tax Officers 
and Deputy Commercial Tax Officers under the Act are 
briefly indicated below: — 



A.C.T, 0 . in the case of 

D.C.T.O. in the case of 

Assessment 

Dealers with a turnover 
not exceeding 

Rs. 20,000. 

Dealers with a turnover 
exceeding Rs. 20,000 

Registration 

. All dealers. . , 


Licensing 

. Dealers who are not 
assessees on the file of 
D.C.T.O. 

Dealers who are asse¬ 
ssees on his file. 


Assessment—Procedure in brief .—Every dealer who 
commences business and who estimates his turnover in 
a year at Rs. 10,000 and above has to submit a return to 
the concerned assessing authority—Turnover and Assess¬ 
ment Rule 6 (1). If a dealer commencing business does 
not estimate his turnover for the year and submit a re¬ 
turn he is liable to submit a return estimating his turn¬ 
over. for the year, within 30 days of his reaching Rs. 
10,000—Turnover and Assessment Rule 6 (1). On re¬ 
ceipt of the return, the assessing authority levies a pro¬ 
visional tax which will be one-twelfth of the tax on the 
estimated normal turnover. The provisional tax so 
levied is payable monthly before the 10th of the succeed¬ 
ing month—Turnover and Assessment Rules 7 and 10. 
Dealers whose net turnover is above Rs. 20,000 have 
the option to be taxed provisionally on their actual 
monthly turnover—Turnover and Assessment Rule 13. 
The tax under this method should be paid before the 
25th of the succeeding month. 

Every dealer on the books of the Department other 
than the dealer who was paying tax in the previous year 
on his actual monthly turnover is liable to submit an an¬ 
nual return at the end of the financial year on or be¬ 
fore the 1st May of the year succeeding that to which 
the return relates, indicating his gross and net turn¬ 
over for the year—Turnover and Assessment Rule 11 
(1). He is not, however, bound to submit return if he 
had no assessable turnover during the previous year. 
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On receipt of the_ return, the assessing authority will 
make a provisional assessment for the current year on 
the basis of the turnover returned. Thereupon, the asses¬ 
sing authority will check the accounts of the dealer and 
finally determine the tax due after adjusting the tax 
already paid by the dealer—Turnover and Assessment 
Rules 11 and 13 (5). If at the time of final assessment, 
it is found that there is a need to revise the provisional 
assessment already made this will be done under Rule 
17 (2). 

In the case of dealers paying taxes on actual monthly 
turnover also, the accounts are checked and a final 
assessment made after the end. of the year. 

On final assessment, if any tax is found to be due 
from the dealer, the assessing authority will recover 
the same by issuing a demand notice. If on the other 
hand, the department is due to refund any excess, the 
amount may at the option of the dealer be either ad¬ 
justed towards future dues or refunded to him in cash 
—Turnover and Assessment Rules 12 and 13 ( 6 ). 

Where a dealer does not submit a return or submits 
an untrue return, the assessing authority is empowered 
to make an assessment to the best of his judgment— 
Turnover and Assessment Rule 8 . 

Final assessments can be made within 3 years of the 
year to which the turnover relates—Section 19-F and ) 
Rule 17. A provision has been made to revise an assess¬ 
ment on the detection of turnover which has escaped 
assessment (Rule 17) but the revision should be done 
within 3 years of the year to which the assessment re¬ 
lates. * 

Appeals and revision .—In 1951, the Sales Tax Appe¬ 
late Tribunal was constituted consisting of a Chairman 
of the rank of a District Judge and two members one 
a departmental officer of the rank of a Deputy Commis¬ 
sioner and another an Accounts Member of the status 
of a Chartered Accountant. The Tribunal is generally 
the second appellate authority under the Act. With 
the creation of the Appellate Tribunal, the jurisdic¬ 
tion of Civil Courts to question the assessments made 
under the Act has been ousted, except to the limited 
extent provided under Sections 12 -B and 12-C of the 
Act. 

The scheme of appeals and revision under the Act 
is shown in the tabular statement enclosed at page 18. 

Collection .—When a dealer defaults in payment of 
tax, he is generally given on option to compound the 
offence. If even after the offer of composition of such 
offence, the dealer does not pay the tax and/or the 
compounding fee so levied, action is taken under the 
Revenue Recovery Act for recovery of tax as if it were 
an arrear of land revenue and/or a prosecution launch¬ 
ed for an offence punishable under Section 15 of the 
Act. 

5. Cost of administration *—The Andhra State was 
formed on 1 st October 1953. The cost of the Commer¬ 
cial Taxes Department of the Composite State of Madras 
which was administering besides the Madras General 
Sales Tax Act, 1939 the other Commercial Taxes Acts, 
viz „ Madras Entertainments Tax Act, 1939, Madras 
Sales of Motor Sprit Taxation Act, 1939 and the Madras 
Betting Tax Act was as follows: — 


(Rupees in 
lakhs) 

1 949-5° » • - 4°’95 

I 95°”5 I • • ♦ * 53* °3 

295I-5 2 * • * - 46*88 


The cost of administration of the Commercial Taxes 
Department functioning in the Andhra State lor the 
half-year ending 31st March 1954 is estimated at Rs. 
10,16,232. 

The percentage of cost of Administration to the Re¬ 
ceipts under the Commercial Taxes Acts administered 
by the Commercial Taxes Department of the Composite 
State was as follows: — 

per cent 

2949 - 5 ° .... 2*3 

i95°-5i .... 2*3 

2952-52 .... 2*59 


6 and 7, Receipts and arrears .—The receipts and ar¬ 
rears in respect of the Andhra districts for the past 
few years are given below: — 

Year Receipts in Arrears in 

Lakhs Lakhs 

1946 - 47 185 38*68 

1947 - 48 ...... 207 51*68 

1948 - 49 . 285 59‘ 2 3 

1949- 5°. 376 61*64 

I 95°~5 l - ♦ • * . 39° 56‘9 0 

2952-52. 366 77*22 

2952- 53. 322 74*29 

2953- 54 u Pt° 32-22-53 .... 215 68*96 

(9 months) 

The Amendment Act of 1947 (Madras Act XXV of 
1947) came into force on 1st January 1948. By this 
Act, the general rate of tax was raised to 3 pies in the 
rupee and certain articles which were considered as 
‘luxury articles 1 were for the first time, subjected to an 
additional rate of tax at the stage of first sale in the 
State. This is the main reason for the gradual increase 
in the sales tax receipts during the years subsequent to 
1946-47. 

The marked decrease in the receipts and increase in 
the arrears for the year 1951-52 were due to the follow¬ 
ing reasons:— 

( 1 ) Non-payment of taxes by dealers in hides and 
skins who contended that they were exempt 
from tax under Article 286 of the Constitution 
of India, 

( 2 ) The issue of instructions that action under the 
Revenue Recovery Act should be resorted to 
wherver feasible before filing a prosecution 
under Section 15 of the Act for recovery of 
taxes. 

(3) The non-payment of taxes by commission agents 
claiming non-liability to tax on the grounds 
that they are not dealers under the Act and 
that when their principals paid tax, they need 
not pay tax since there is no sale between them 
and their principals. 

(4) General adverse economic conditions, 

Part of the fall in the receipts and increase in the 
arrears for the year 1952-53 is also due to decontrol of 
foodgrains, the adverse effect of Article 286 of the Cons¬ 
titution of India and the general slump in trade. 

8 , Evasion and avoidance.—' The last paragraph to the 
answer to Question No. 129 (1) and (2) at page 46 may 
please be pursued in this connection. 









EXISTING SCHEME OF APPEALS AND REVISION UNDER THE MADRAS GENERAL SALES TAX ACT 
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Section II— Questions and Answers 

Question No. 41 (iv). 

In countering inflationary or deflationary conditions 
in the economy , what part would you assign to charges 
in the following : — 

* * * * * 

(b) Indirect taxes . 

***** 

(iv) Sales-tax. 

The use of sales tax for the purpose of mopping up 
surplus money, particularly in the hands of those pro¬ 
fiteering from inflationary situations, is extremely limit¬ 
ed since it bears equally on all consumers except in re¬ 
lation to a few luxury items taxed at heavy rates. 

Question No. 125 (i) ( 

It is presumed that the question relates not only to 
services rendered in respect of goods supplied but also 
of services pure and simple such as lawyer’s fees, phy¬ 
sician’s consultation charges, etc. If so it would obvi¬ 
ously be objectionable to charge a tax on the element 
of service, which represents the income of those who 
render the service on which an income-tax is already 
leviable and levied. 

Services rendered in respect of goods supplied fall 
under three categories— 

(i) Services involved in the manufacture of goods 
where— 

(a) raw material is supplied by the customer; 

(b) raw material is supplied by the manufactu¬ 
rer; 

(ii) services involved in a works contract where 
the value of goods supplied is considerable in 
relation to the value of services; 

(iii) services involved incidentally and irretrievably 
in the sale of goods. 

With reference to (i) (a) where raw material is sup¬ 
plied by the customer and the supplier manufactures 
goods out of the raw material so supplied, the charges 
of the manufacturer are purely for services. The value 
of such services is not now taxed by this State Govern¬ 
ment and cannot be taxed under the law as it stands. 

Transactions coming under item (i) (b) where the 

manufacturer utilizes his own material and executes the 
order, it is considered that the manufacturer has sold 
a finished article and therefore, is subjected to tax. 

In a works contract where the value of goods utiliz¬ 
ed from out of one’s own stock in executing the contract 
is in proportion to the value of services, a certain pres¬ 
cribed percentage is deducted on account of services 
from the total contract amount and tax is levied on the 
balance. 

Under item (iii) where the services and the value of 
goods cannot be separated and where what is supplied 
is a finished article, for example, a hotel bill for a meal, 
sales-tax is being levied on the full value of the amount 
realized from the customer. 

From the above analyses, it can be seen that the only 
item that can be brought under the contemplated taxa¬ 
tion is only item (1) (i) (a)—such transactions are per¬ 
haps not insignificant in number; but the class of people 
involved are generally petty artisans and it may not be 
easy to tax them. 

Question No. 125 (ii). 

Stocks and shares have been classified as ‘goods’ in 
the Indian Sale of Goods Act. But in the Madras 
General Sales Tax Act, they have been excluded by a 
suitable definition of the expression ‘goods’. 

Sale or purchase in stock exchanges and futures mar¬ 
kets could be brought under the taxation scheme. There 
would be considerable administrative difficulty in levy¬ 
ing tax on transfers direct with blank transfer forms, 
and the revenue likely to be derived may be negligible 
in most States, inclusive of the Andhra State. The main 
issue is whether a tax on such transactions would re¬ 
duce or impede stock and future transactions and affect 
the fluidity of the markets dealing with these. All the 
objections attaching to a tax on sales of bullion and 
Government Securities would apply to these transac¬ 
tions. In one view it would be unwise to add a tax 
burden to them other than that provided by the Stamp 
Act. 

Question No, 126, 

(1) The Composite State of Madras levied sales tax 
on newspapers and periodicals at every point of sale up 
to 31st December 1947. Later from 1st January 1948, 
the State levied a sales tax at a single point till the 
Constitution of India Act removed the powers of the 
<~1-T .ECom.(N. D.)55 


States to levy a $ales tax on newspapers (26th January 
1950). The point at which the tax was levied was on 
the first seller in the State. The Madras State had also 
in 1947 contemplated a sales tax oa advertisements but 
dropped this proposal later. 

The levy of sales tax on all newspapers, magazines 
and other periodicals without any exception at a single 
point, i.e., at the hands of the publisher at a minimum 
of 3 pies per rupee appears to be reasonable. There 
will no doubt be objections to a tax on the score (1) 
that the tax would amount to tax on knowledge and (2) 
that, as the price of newspapers is small, the tax can¬ 
not be passed on to the consumers and in 
consequence the tax will be a burden on those 
who are made liable to pay tax. The objection that it 
would be a tax on knowledge has little force for the 
reason that books and similar publications are gene¬ 
rally being taxed by most State Governments. The 
objection that the tax cannot easily be passed on to the 
consumers is also not a serious objection, for in several 
other trades which are subjected to sales tax, it is not 
possible to directly shift the tax burden to the consumer, 
e.g. t business in sundries in retail shops, hotels, sale of 
vegetables, fruits, flowers, meat, eggs, poultry, etc. 
Further, the profits derived by he established news¬ 
papers have certainly been large in recent years. 

Advertisements fall under two categories: — 

(1) Those that are published in the newspapers or 
periodicals. 

(2) Those that are published through other agen¬ 
cies than newspapers and periodicals. 

A substantial portion of the revenue and working 
costs derived by newspaper publishers is from advertise¬ 
ments and liable to other taxation. It does not appear 
reasonable therefore to levy a fresh tax on advertise- 
ments on such newspapers and periodicals separately, 

I ivertisements other than those appearing in news¬ 
papers and periodicals, are being taxed by local bodies. 
Therefore, it would be undesirable for the Union Gov¬ 
ernment to impose a new tax on such advertisements. 

Newspapers, magazines and periodicals published in 
the Andhra State are very few. The revenue from this 
source will not be substantial in this State. 


Question No. 127* 

The Excise duty and customs duty were intended to 
be really to protect local trade and industries, The 
revenue factor was secondary. So also the octroi was 
intended to meet certain local needs. The case of col¬ 
lection of these taxes when levied on selected commo¬ 
dities, and the relative difficulty of evasion of the taxes 
has however made them an attractive source of union 
and local revenue. It would not be practicable to re¬ 
place a general sales-tax with any of these. The focal 
point for assessments and recovery of each of these 
taxes is different. The Excise duty, for example, has 
to be recovered at the point of production, and the 
octroi and customs duties at the point of transport in¬ 
to a locality or the country. The sales-tax, however, is 
dependent on the accounts of a dealer and his fixed 
place of business and many goods which could not be 
assessed to excise, octroi, or customs, e.g., locally pro¬ 
duced rice, or jewellery, are easily assessable to sales 
tax. It is true, however, that its main virtue is its 
value as a source of revenue on account of its amen¬ 
ability to assessment. In only this sense has it a spe¬ 
cific function in the system of taxation. 

Question No* 128 (a). 

The levy of tax on individual transactions will not 
only work as a hardship to petty dealers, who do not 
maintain elaborate accounts but also result in adminis¬ 
trative difficulties to assess and realize tax from such 
dealers. It is for this reason that the scheme of assess¬ 
ing on the basis of a minimum (Rs, 10,000 net under 
the Madras General Sales Tax Act) turnover was in¬ 
troduced in the Sales Tax Acts. The system of levying 
tax on a turnover of and above a prescribed limit 
appears to be the best in the interest of petty dealers, 
who serve a valuable part in the country’s economy. 

Question No. 128 (b). 

Under a separate Act (Madras Sales of Motor Spirit 
Taxation Act) sales-tax on petrol is levied at present 
at a single point when Motor Spirit (Petrol and Motor 
Spirit other than petrol) is sold by a retail dealer to 
a consumer and that a particular rate on a specified 
quantity of petrol sold , i.e,, per gallon , The advantage 
in this scheme is that the revenue is not likely to be 
affected due to fluctuations in the sale price. Its main 
virtue is that the commodity is dealt with by firms of 
undoubted probity, who maintain a good check on their 
distribution. It cannot easily be extended to any other 
article* 



22 


Question No, 129 (1) (2). 

The Andhra State has adopted what is essentially a 
multipoint system under which every transaction of 
sale is liable to tax. A variation has also been intro¬ 
duced in the system by levying tax at specified point or 
points at— 

( 1 ) Ordinary rates (hides and skins). 

( 2 ) Enhanced rates [goods specified in Section 3 (2) 
and proviso to Section 3 ( 1 ) (b)]. 

(3) Concessional rates (goods mentioned in Section 
5 ). 

The multipoint system adopted by this State is con¬ 
sidered better than the single point system adopted by 
several other States mainly because of the comparative 
ease of administration. The following advantages also 
arise: — 

(1) From the consumer's point of view ,—It is generally 
contended that the burden of tax falls more heavily on 
the consumer in a multipoint system than in a single 
point system and that the levy of tax at every stage 
puts up the price to a considerable extent. This is only 
partially true. Since goods do not normally pass through 
more than three hands before reaching the consumer, 
against a rate of tax in multiple point system of 3 pies 
per rupee, the tax has to be 9 pies per rupee in a single 
point system if the State is to realize approximately the 
same revenue. The position regarding the cost of the 
goods and burden of tax from the point of view of the 
consumer is worked out below: — 

Single point Multiple point 
System System 


Rs. a. p. Rs. a. p. 

First dealer :— 


Cost of .Goods 

* 

IOO 0 

0 

IOO 

0 

0 

Profit at io per cent 


IO 0 

0 

IO 

0 

0 

Sales Tax 

. 

5 2 

6 

I 

11 

6 

Selling price of the goods 


115 a 

6 

III 

11 

6 

Burden of tax passed on 

to the 

5 2 

6 

I 

II 

6 

consumer. 

Second dealer x — 

Cost of Goods . * 

* 

115 a 

6 

III 

11 

6 

Profit at io per cent 


n 8 

3 

II 

2 

9 

Sales Tax 


Nil. 


I 

*5 

0 

Selling price of the goods 

* 

126 IO 

9 

124 

13 

3 

Burden of tax passed on 

to the 

5 2 

6 

3 

IO 

3 

consumer. 

Third dealer :— 

Cost of goods 

. 

126 10 

9 

124 

! 3 

3l 

Profit at io per cent 

- 

12 IO 

9 

12 

7 

9 

Sales Tax 

* 

Nil* 


2 

2 

3 

Selling price of the goods 


139 5 

3 

139 

7 

3 

Burden of tax passed on 

to the 

5 2 

6 

5 

12 

9 


consumer. 


It will be seen that the burden of tax on the consu¬ 
mer is heavier in a multiple point system only when 
the consumer purchases the goods after they pass 
through all or more than three stages. 

( 2 ) From a dealer's point of view *—In a single point 
system several restrictions are placed on a dealer. They 
are generally: — 

(i) Compulsory registration. 

(ii) Limitation to purchase or sell goods specified 
in the registration certificate. 

(iii) Maintenance of separate accounts for sales 
made to registered dealers and sales made to 
consumers. 

Under the multipoint system such restrictions are 
absent. A dealer whose turnover is less than the stipu¬ 
lated amount need not register himself. He can freely 
buy or sell any goods. 

This State has reduced the burden on petty dealers by 
providing that dealers whose net turnover is below Rs. 
10,000 need not submit a return, that petty dealers in 
sundry articles, etc., whose turnover is below Rs. 20,000 
need not maintain elaborate accounts and that it is 
enough if they maintain purchase bills and note their 
daily sales in lump sum. 


The main disadvantage to dealers under a multipoint 
system is that there is a tendency for the links in the 
chain to shorten, thus throwing some dealers out of 
business. 

(3) From the point of view of the State, —Under the 
single point system several registration certificates could 
be obtained in the names of fictitious persons and sales 
noted against these registration certificate-holders when 
actually the sales have been made to consumers, thus 
evading tax. There is no scope for this kind of evasion 
under the multipoint system. In fact the chances of 
total loss of revenue to the State are less in the multi¬ 
point system, for the detection of any one link in the 
chain of transactions results in others being traced and 
brought to assessment. The working of this system 
does not require any more staff than is required under 
the single point system. 

(4) From the point of view of industry or trade .—The 
imposition of the general sales tax has not led to any 
noticeable change in the organisation of trade in the 
country, although it was feared by some that it would 
happen when the tax was levied. 

All methods of evasion under the multipoint system, 
e.g., false accounts, clandestine sales and transport of 
goods, fictitious bills, etc., can generally be resorted to 
under the single point system also, with the added dis¬ 
advantage that any successful concealment at any one 
stage leads to total loss of revenue to the State. 

Question No. 130. 

In this State, special rates of tax at a higher rate 
are levied on articles mentioned in Section 3 ( 2 ) of the 
Act, which are luxury goods. It is proposed to increase 
the number of articles in this list by incorporating cer¬ 
tain other items brought to notice by the lists of the 
other States. 

Concessional rates of tax are adopted in this State 
for some of the articles mentioned in Section 5 of the 
Act. Also dealers in vegetables, fruits, flowers, fish, 
meat and eggs are assessed at slab rates. The con¬ 
cessions have been incorporated as it was felt that 
either the margin of profit in the articles was very low 
or protection was needed for the business in the articles 
or the articles were perishables. Sales of vegetables, 
fruits, flowers, fish, etc., and handloom cloth sold by 
persons exclusively dealing in the same have been 
exempted for sales tax. 

As and when representations are made to the Govern¬ 
ment with regard to the need for exempting from sales 
tax the transactions in particular commodities* 
the Government grant concessions under the powers 
vested under Section 6 of the Act. The concessions so 
far granted are contained in the notifications found at 
pages 72-74 of the Madras General Sales Tax Act cor¬ 
rected up to 31st March 1953. 

While it may be necessary to exempt essential arti¬ 
cles of food and clothing, which go to make the bulk 
of the poormen's purchases, this is a matter which is 
best left to each State to be considered, for the sources 
from which the revenue under sales tax is derived are 
not common in all States. For a State like the Andhra 
State, in which the bulk of the revenue under sales tax 
is derived from agricultural produce, it may not be in 
the interests of Government revenue to grant such 
exemption. 

The following is the approximate revenue derived 
in this State on articles subjected to special rates of 
tax: — 

(in lakhs) 


Commodity 

1948-49 

1949-50 * 950-51 

I 95*-52 

1952-53 

Coffee hotels 

Not 

available 

2.94 

3*22 

4*28 

4‘25 

Motor spare parts * 

Do. 

3* 18 

3-26 

2*45 

2*30 


Question No. 131. 

Obviously uniformity in rates between adjoining 
States will lead to free-trade, and added convenience 
both to traders and consumers, besides relieving the 
sales-tax administrations of problems which arise at 
State borders when rates of taxes differ. The reliance 
of most States on the sales-tax as an elastic source of 
revenue and the possibility of modifying the tax to the 
State’s fiscal needs rule out the possibility of getting 
the States to surrender their autonomy in favour of uni¬ 
formity of rates and administration. 

Question No. 132. 

The provisions of Article 286 (3) have not in any way 
changed the scheme of assessment of essential goods ip 
this State* for the Article is not binding on the States 
which were levying tax on declared essential goods prior 
to the coming into force of the Constitution. 
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The Andhra State, being an agriculture State, de¬ 
pends for a large portion of its sales tax revenue on 
the sale of agricultural produce. For this reason, the 
Government may have to object to any provision being 
made to extend the scope of Article 286 (3) to States 
which were levying tax on such essential goods before 
coming into force of the Constitution. 

The following is the revenue in lakhs derived from 
important commodities in the Andhra State. 


2 . In relation to the main features, any amendments 
of laiv made during the past few years and now under 
consideration .—Since the introduction of the Act, the 
main amendments brought in are (1) revision of the 
rates of tax on entertainments (Madras Act XXVII of 
1947) and (2) a provision to levy in the case of cinema¬ 
tograph exhibitions a show tax at the prescribed rates' 
(Madras Act XVII of 1949). 

3. Rate of Tax .—Rates prior to Madras Act XVII 
of 1947 — 


Commodity 

1948-49 

1949-50 

I 950 - 5 1 

195 '-Si! 

1952-53 

Paddy and rice 

56*17 

60*25 

54*08 

57*61 

40*51 

Groundnut . . 

28*48 

25*78 

22*77 

28* 01 

15*08 

Jaggery 

8-43 

11*32 

12*25 

10*82 

9* 08 

Provisions . , 

,,, 

36-24 

34*86 

34*95 

27*43 

Mill-cloth 


28*72 

41*62 

25*76 

45*37 


Question No. 133. 


Amount of tax 

Where the payment, excluding the amount 
ofthe tax 

(i) is not more than two annas . Three pies, 

(ii) is more than two annas but is less Six pies, 
than six annas 

(iii) is six annas or more but is less One anna* 
than twelve annas 


Under the judgment of the Supreme Court in the 
United Motors (India), Limited, vs. The State of Bom- 
bay, the State in which ^oods are actually delivered 
for purposes of consumption has got the power to tax 
the transaction. The intention originally was to give 
exemption from tax to all inter-State transactions but 
the decision of the Supreme Court in this case has taken 
away the benefit of exemption from a class of inter¬ 
state transactions. To deal with the situation arising 
out of the Supreme Court’s decision, the Government of 
India have, after consultation with the State Govern¬ 
ments, evolved a scheme for the taxation by the States 
of this kind of inter-State transactions. The scheme has 
been accepted by this Government. 


(iv) is twelve annas or more but is less Two annas, 
than one rupee eight annas 

(v) is one rupee eight annas or more Four annas* 
but is less than two rupees eight 

annas 

(vi) is two rupees eight annas or more Eight annas, 
but is less than three rupees eight 

annas 

(vii) is three rupees eight annas or more Twelve annas, 
but is less than four rupees eight 

annas 


This State has not considered the imposition of pur¬ 
chase tax on Inter-State transactions, in order to get 
over the administrative difficulties involved in assess¬ 
ing the out-of-State dealers in pursuance of the Supreme 
Court Judgment. The levy of purchase tax may involve 
loss of revenue at one stage unless the seller is made 
liable for collection and payment to the State. Further, 
, the adoption of a system of the purchase tax is a solu¬ 
tion of very limited applicability. It will solve the diffi¬ 
culty only in regard to a limited class of transactions 
where delivery and consumption take place in the same 
State. But the legal position in regard to transactions 
where delivery takes place in one state and consump¬ 
tion in another is still obscure. 

Question No* 134. 

The burden of tax may have the effect of diversion of 
trade to some extent if there is no tax in the adjoining 
areas or if there is a wide disparity of tax. Almost all 
the States in the Indian Union are now levying sales 
tax. The list of goods coming in for taxation is also 
becoming increasingly uniform. Lack of uniformity in 
the rates of sales-tax and the methods applying it'will 
not therefore have any serious effect in raising barriers 
in Inter-State commerce or induce uneconomic diver¬ 
sions of trade. 


MADRAS ENTERTAINMENTS TAX, ACT, 1939 

Section I— Factual Background 

1 . Brief summary of the main features of the tax — 
Under the Madras Local Authorities Entertainments 
Tax Act, 1926 local bodies were levying tax on enter¬ 
tainments at varying rates except on tickets of the 
value of As. 4 and below. The Madras Entertainments 
Tax Act of 1939 brought all entertainments under taxa¬ 
tion on a uniform basis. The Madras Local Authorities 
Entertainments Tax Act, 1926, was consequently 
repealed. 

The Madras Entertainments Tax Act came into force 
on 1st August 1939. The Act, to begin with, was admi¬ 
nistered by the Corporation in the City of Madras by 
municipalities in municipal areas and by the Commer¬ 
cial Taxes Department in non-municipal areas. From 1st 
July 1943, the administration of the Act in all places 
was transferred to the Commercial Taxes Department. 

Local bodies were originally given a fixed compensa- 
tion for loss of the entertainments tax revenue. From 1st 
April 1945, local bodies are assigned 90 per cent of the 
tax collected in their areas. 


The Madras Entertainments Tax Act, 1939, continues 
to be m force in the Andhra State—vide Sections 53 and 
54 of the Andhra State Act. 


(viii) is four rupees eight annas or more One rupee, 
but is less than six rupees eight 
annas 

(ix) is six rupees eight annas or more One rupee eight 
but is less than nine rupees eight annas. 

annas 

(x) is nine rupees eight annas or more Two rupees, 
but is less than ten rupees 

(xi) is ten rupees or more. . * Two rupees, in res¬ 

pect of the first 
ten rupees and 
two rupees for 
every ten rupees or 
portion thereof in 
excess of the first 
ten rupees. 

The rates of tax as revised by the Amendment Act 
of 1947 are noted below: 

General rate of tax Rate of tax 

Where the price of the ticket (inclusive of 
the amount of tax): 

(1) is not more than five annas . 1/5 suc ^ payment, 

(2) is more than five annas but not 1/4 of such payment, 
more than one rupee eight annas 

( 3 ) is more than one rupee eight annas 1/3 of such payment. 

Tax should be calculated at the above rates after ex¬ 
cluding from such payment the amount of tax in respect 
of cinematograph exhibitions.. The amount of net ad¬ 
mission fee and the amount of tax should be separately 
exhibited in each ticket for admission. 

In the case of dramatic and music performances, Ind¬ 
ian dances and exhibitions of works of Art, manufac¬ 
tures, agricultural products, etc., the following are the 
rates’of entertainments tax: 

Where such payment (inclusive of the Rate of tax 

amount of the tax): 

(i) is not more than three rupees . 1/8 of such payment. 

(ii) is more than three rupees but is 1/5 of such payment, 
not more than five rupees 

(iii) is more than five rupees ♦ . 1/3 of suc ^ payment. 


The liability to pay the tax under the Act rests wi 
the proprietor. Tax is calculated on each payment f, 
admission at the rates prescribed* 


The rates of show tax on cinematograph exhibitions 
as introduced by the Madras Act XVII of 1949 are as 
follows: 
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'This is levied on each show. (The proceeds of this tax 
are not assigned to local bodies.) 

(1) Exhibitions held in Municipalities 
notified in this behalf by the Go¬ 
vernment. 

(2) Exhibitions held in other Munici¬ 
palities. 

(3) Exhibitions held elsewhere in per¬ 
manent theatres and by tour¬ 
ing talkies in panchayat areas with 
a population of not less than 
10,000 at the last census* 

Exemptions*—Under Section 8 (2) of the Act, the Gov¬ 
ernment have powers to grant exemptions on any enter¬ 
tainment or class of entertainments from payment of 
Entertainment Tax by special or general order. 

The Government have exempted all dramatic per¬ 
formances. etc.—vide answer to Question No. 175 at 
page 54* 

Under Section 8 (1) Deputy Commercial Tax Officers 
have power to grant exemptions from tax to entertain¬ 
ments the entire proceeds of which are applied to philan¬ 
thropic purposes and in respect of entertainments of edu¬ 
cational, cultural or scientific interest organized by ins¬ 
titutions not established for profit. 


Rate of tax 
Rs. 2 for every show. 


Rs. i-8-o for every 
show. 

Re. 1 for every show. 


6. Receipts .—The receipts under the Madras Enter¬ 
tainments Tax Act for the Andhra districts for the pre¬ 
vious years are as follows: — 


Year 

1946- 47 

1947- 48 

1948- 49 

1949 - 50 

1950- 5 1 

1951 - 53 
1953-53 


rupees in 
lakhs 

13-21 

19-67 

27-65 

35’ 11 

4i’73 

44’ 7a 

38’34 


Since 1952-53, however, 


there has been a fall in re¬ 


venue due to unsatisfactory economic conditions. 


7. Arrears .—The arrears under this Act are negligi¬ 
ble as tax is payable every week in respect of cinema¬ 
tograph exhibitions and in respect of other performan¬ 
ces, within two days from the date of performance* 

» 

8. Evasions.—Vide answer to Question No. 174 at page 
54. 


While the enhancement in the rate of tax has yielded 
a fair amount of revenue to the Government, the 
exemptions granted have not adversely affected the re¬ 
venue position 

4. Administrative set-up ,—There is no separate estab¬ 
lishment to administer this Act. The officers of the Com¬ 
mercial Taxes Department administering the Madras 
General Sales Tax Act, Madras Sales of Motor Spirit 
Taxation Act and the Madras Tobacco Act also adminis¬ 
ter this Act* 

To meet the establishment charges to administer the 
Act, 10 per cent, of the entertainments tax collected is 
appropriated by the Government, while the remaining 
90 per cent is allocated to the respective local bodies. 

The Assistant Commercial Tax Officer or the Deputy 
Commercial Tax Officer of the area is the Entertain¬ 
ments Tax Officer under the Act He is primarily res¬ 
ponsible for levy and collection of entertainments tax. 

The various methods of payment of entertainments 
tax prescribed under the Act are indicated below : 

(a) By affixing entertainment tax stamps of ap¬ 
propriate value to the tickets for admission. 
This is adopted in a few places. 

(b) By returns basis, i.e,, by paying tax on the basis 
of returns showing the number of admissions 
made and the price collected. This is the 
method generally adopted* 

(c) By paying tax on the number of admissions re¬ 
corded by \a barrier or a mechanical contri¬ 
vance. This is not in vogue anywhere. 

(d) By payment of a fixed sum as determined by 
Deputy Commercial Tax Officer regardless of 
the number of admissions. This is also not in 
vogue in any place* 

Appeals and revisions .—An appeal lies to the Com¬ 
mercial Tax Officer, against any order of an Assistant 
Commercial Tax Officer or a Deputy Commercial Tax 
Officer within 30 days of receipt of the order appealed 
against. A revision petition lies to the Deputy Com¬ 
missioner (Entertainments Deputy Commissioner) againsl 
any order by the Commercial Tax Officer and to the 
Board (Commissioner of Entertainments Taxes) against 
any order passed by the Deputy Commissioner within 
6 months from the date of communication of such order. 

Collection .—Collection work does not confront the De¬ 
partment with any difficulty as generally tax is prepaid 
either by way of adhesive stamps to be affixed to each 
ticket for admission or by cash or cheque before the 
submission of the returns. 

5. Cost of administration .—No separate expenditure is 
incurred for establishment to administer this Act for 
the reasons indicated under item 4. 


Section II—Questions and Answers 

Question No. 172. 

The rates of tax levied in this State which have been 
furnished under Section 1 of this report are light as 
regards the cheapest tickets. It may be seen that in 
respect of cinemas, the proprietor is required to ex¬ 
hibit specifically on each ticket the amount which he 
wants to keep for himself and the amount of tax due* 
Thus, the proprietor actually collects the tax from the 
people, and passes it on to the Government. The tax 
is so light that it does not tend to reduce custom and 
has therefore no adverse effect on the industry. There 
has been a marked decline in tax receipts in receipt 
months. This is attributed to the poor quality of many 
of the pictures and general economic depression. 

There is no particular advantage in having a uniform 
rate of tax on entertainments, 

The rates of tax in force in this State are graduated. 
The lowest rate is in force for the classes used by the 
poorer people and the highest rate for classes used by 
the upper and the middle classes. 

The total receipts from cinemas and from other 
forms of entertainment and the break-up of revenue for 
the Andhra State on the basis of different class of tickets 
so far as cinemas are concerned are furnished below: — 

Receipts 
both und- 
der cine¬ 
mas and 
other than 



Year 



cinemas 
(in lakhs) 



1946-47 


• 

13*21 



1947-48 


* 

19-67 



1948-49 


* 

27-65 



1949-50 


• 

35’11 



1950-51 


• 

4i’73 






(in lakhs) 

Year. 



Receipts 
under ci¬ 
nemas 

Receipts 
under en¬ 
tertain¬ 
ments 
other than 
cinemas 

Total 

I95I—53 

• 

• 

42*94 

*72 

43-66 

1952-53 

• 

■ 

35’ 06 

*49 

35-55 

Excludes arrear 

balance 

collected 

during the 

year 1 


TICKET-WAR PARTICULARS 



Year 

English, dances and sports 


Cinemas 



Dramasetc. 


•951-52 

Category I II HI 

6,616 8,683 332 

I 

27325,294 

II 

L95 8 »792 

III 

11,216 

I 

49,293 

II 

5,326 

III 

1,216 

•95*-53 

. 

3*7 3 

1,869,147 

1,616,416 

20,362 

46,561 

2,039 

22 


'Section 4 (1) of the Act read with provisions 1 & 2 thereunder.” 
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Question No. 173. 

Sections 8 (1) and (2) of the Madras Entertainments 
Tax Act enumerate the scope and the conditions under 
which exemptions are granted. Categories (1) and (2) 
in this question, come under Section 8 (1). It may be 
administratively inconvenient and inexpedient to grant 
exemptions on the basis of class of persons admitted to 
an entertainment. 


2, In relation to the main features , any amendments 
of law , etc., made during the past few years or are now 
under consideration.-^ The major change brought in, in 
this Act, is the revision of rates of tax in respect of 
petrol and motor spirit other than petrol with effect from 
19th June 1952 midnight by Ordinance III of 1952, rati¬ 
fied by a resolution of the Legislative Assembly, Madras 
on 31st July 1952. 


The categories under which exemptions are allowed 
in this State are ample and the principles adopted by 
the State in granting exemptions are liberal enough. 

Question No. 174. 

' Evasions under this Act are not much to speak of. 
However, the following are the likely and the usual 
modes of evasions: 

(1) Admission of people without tickets. 

(2) Re-issue of tickets already issued for a previous 
show. 


3. Rates of tax. —(a) The rates of tax prior to 19th 
June 1952 were as follows: — 


In the case of petrol 


a. p. 

per gallon 

4 o 


In the case of any motor spirit i 6 
other than petrol. 


(b) The rates of tax after 19th June 1952 are as 
follows: — 


(3) Issue of tickets not stamped by departmental 
officers. 

The department usually adopts the expedient of sur¬ 
prise inspections to minimise evasions. 

It is desirable to limit the number of free passes to 
be issued. The department exercises a check over this, 
requiring proprietors to maintain a separate free pass 
book and to mention therein the name and address of 
the person to whom a free pass is issued. The inten¬ 
tion in requiring the proprietor to furnish these details 
is to see that free passes are generally issued only to 
private persons to whom the proprietor may, in some 
way, have to issue passes for sound business reasons. 

Payment of tax by affixing adhesive stamps to tickets 
is generally not preferred by proprietors on account of 
the inconvenience. In this State, most proprietors, there¬ 
fore, pay the tax on returns which is more convenient. 

Question No, 175,’ 

For all types of entertainments coming for taxation 
in this State, the Government usually exempt entertain¬ 
ments which, for some reason, require a concession. For 
example, in this State tax is not levied on petty country 
circuses by itinerent professional troupes, dramas, 
and music and dance performances and variety enter¬ 
tainments comprising music and dance and other items 
including “Herikatha-Kalakshepams” and dance-drama 
like ‘Kathakali’ conducted by approved registered 
sabhas. 

MADRAS SALES OF MOTOR SPIRIT TAXATION 
ACT, 1939 

Section I —Factual Background 

1. Brief summary of the main features of the tax .— 
The Madras Sales of Motor Spirit Taxation Act was 
brought into force from 1st April 1939 with a view to 
make good the deficit anticipated on account of the 
proposed introduction of prohibition. 

The Act is now administered by the Commercial Taxes 
Department. 


a. p. 

In the case of petrol . 6 o per gallon 

In the case of any motor spirit i 6 „ 

other than petrol. 


4 and 5. Administrative set-up and the cost of admi¬ 
nistration, etc. —There is no special staff to administer 
this Act. The staff administering the Madras General 
Sales Tax and the other Commercial Tax Acts is also 
administering this Act. Therefore, there is no separate 
expenditure over staff in the administration of this 
Act. 


In respect of orders passed by the Commercial Tax 
Officer, an appeal lies to the concerned Deputy Commis¬ 
sioner against whose orders a revision lies to the Board. 
The Board has also got suo motu powers to revise any 
order passed by an officer subordinate to it. 


6. Receipts.—The receipts under this Act for the 
Andhra districts are noted below: — 


Year 

1946-47 




Rupees in 
lakhs 

* 4‘35 

1947-48 





1948-49 




. 14-28 

> 949 - 5 “ 




19*65 

» 93 °- 5 > 




25-13 

> 951-52 




38*01 

1952-53 

• 

• 

. 

47*29 


The provisions of the Madras Sales of Motor Spirit 
Taxation Act continue to be in force in the Andhra 
State under Sections 53 and 54 of the Andhra State Act, 
1953. 

Every dealer in Motor Spirit should register himself. 
No fee is charged for the purpose. The Registering 
authority is the Commercial Tax Officer of the district. 


The tax is levied at a single point, i.e., at the stage 
of retail sale to the consumer on every gallon of motor 
spirit sold and not on its price. The rates of tax is 
As. 6 per gallon in the case of petrol and As. 1£ per 
gallon in the case of Motor Spirit other than petrol. 

Tax is not leviable in respect of Motor Spirit taken 
for 'own use’, i.e., consumed in the course of distribution 
where there is no sale. It should not, however, exceed 
2 per cent of the total quantities received in the month. 

Tax is not leviable on Motor Spirit lost through eva¬ 
poration and wastage. A wastage allowance of 1J per 
cent of the total quantity stored in the month is gene¬ 
rally allowed. Wastage beyond this percentage should 
be proved by the claimant. 

The responsibility to pay tax is with the dealer him¬ 
self. Return of sales should be submitted by retail 
dealers enclosing to the returne*«^xeas^ for 

the amount of tax due. 


7. Arrears ♦—The arrears under this Act are recover¬ 
able under the provisions of the Revenue Recovery Act. 
The amount of arrears is generally insignificant, as tax 
has to be prepaid before a submission of returns. 


8. Evasions. —Generally, there are no evasions as the 
importers and wholesalers are firms of standing and 
the retailers are their chosen nominees over whom 
they exercise strict control. 


MADRAS TOBACCO (TAXATION OF SALES AND 
REGISTRATION) ACT, 1953 

Section I — Factual Background 

1 to 3. Brief Summary of the main features of the 
tax; any amendments now under consideration and the 
rates of tax. —This Act came into force on 20th April 
1953 and this continues to be in force in the Andhra 
State—(vide Sections 53 and 54 of the Andhra State 
Act, 1953), According to the provisions of the Act, only 
the first sales of taxed tobacco are liable for assess- 
mfehtr no turnover limit under this Act. 
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The following are the rates of tax: — 


(i) Cigarettes sold— 


(i) at more than 3 pies but not more 
than 6 pies per cigarette. 

10 per cent 
turnover. 

of 

the 

(ii) at more than 6 pies but not more 
than 9 pies per cigarette. 

20 per cent 
turnover, 

of 

the 

(iii) on sale of cigarettes not falling 
under items (i) and (ii) above. 

30 per cent 
turnover. 

of 

the 

(2) Cigars and cheroots sold at 2 annas 
or above per cigar or cheroot. 

30 per cent of the turn¬ 
over. 

(3) Pipe and cigarette tobacco— 

On all pipe tobacco and cigarette to¬ 
bacco. 

30 per cent 
turnover. 

of 

the 


Dealers who are doing business in taxed tobacco 
(cigars, cheroots, cigarettes, cigarette-tobacco and pipe 
tobacco) in rural areas without any shop or a fixed place 
of business are exempt from payment of tax. 

No person should do business in tobacco (either tax¬ 
ed or untaxed) either as a wholesaler, retailer, whole- 
saler-cttm-retailer, commission agent or a broker with¬ 
out a registration certificate—The registration fee in 
respect of retail dealers is one rupee and in respect of 
others is Rs. 10. 

(This does not apply to a grower of tobacco.) 

4. Administrative set-up. —The assessing authorities 
under this Act are (1) the Deputy Commissioners in 
respect of dealers doing business at their headquarters 
and (2) Commercial Tax Officers of the districts con¬ 
cerned in respect of other tax-payers. They ate also 
the registering authorities in respect of their assesses. 
In all other cases, the Assistant Commercial Tax Otfker 
or the Deputy Commercial Tax Officer who is vested 
with the powers of an Assistant Commercial Tax Officer 
is the registering authority. 

Appeals and revision. —This Act provides for an ap¬ 
peal against an original order of any registering autho¬ 
rity to the next higher authority. Against the order of 
the appellate authority, a revision petition lies to the* 
next higher authority except in the case of an order 
passed on appeal against the original order of a Deputy" 
Commissioner. The Board, under the control and direc¬ 
tion of the Government is in charge of the working of' 
this Act. 


5. Cost o;f administration , etc.— 1 There is no special es¬ 
tablishment to administer the Act. The establishment 
administering the other Commercial Taxes Acts also ad¬ 
ministers this Act. Hence no separate expenditure is 
incurred in regard to establishment for the administra¬ 
tion of this Act. 


6, Receipts. —The receipts under this Act are expect¬ 
ed to be about Rs. 5 lakhs in a year. No provision exists 
for the composition of offences under the Act. 


7 and 8. Arreas and evasions. — As there is so limit 
of private possession, cases of large scale clandestine* 
imports of manufactured tobacco, particularly cigarettes, 
from adjoining States where there is no similar tax or 
where the rates of tax are low, are increasing. This is 
affecting revenue. Measures to combat this kind of 
clandestine import and the consequent sales without 
registration are being devised. 


Local Taxation 

Answers to Questions Nos. 185—228. 

As the system of local taxation in Andhara State is 
the same as in the St&te of Madras, the Andhra Gov¬ 
ernment generally endorse the views expressed by the 
Madras Government in their answers to the above ques¬ 
tions, except in regard to Questions Nos. 198 and 228, 
The views of this Government in regard to the points 
dealt with in the two Questions are as follows: — 

Question No. 198. 

Do you consider that local bodies fail to make full use 
of the tax resources available to them ? Would you ag¬ 
ree that they should use their powers of taxation fully 
before receiving further grants-in-aid as a means of 
adding to their resources ? 

This Governmnt have had reason to doubt whether 
Municipal Councils in this State have been exploiting 
their tax and other revenue sources adequately and 
have decided to investigate the point. The appoint¬ 
ment of a special officer has just been ordered for mak¬ 
ing this investigation. Until this officer’s report is avail¬ 
able, this Government are not in a position to say that 
Municipal Councils are making full use of the tax re¬ 
sources available to them. 

3. This Government mainly follows the same policy 
as the Composite State of Madras in the matter of 
grants-in-aid but cannot say that it has yet evolved a 
system of grants-in-aid to local bodies related to the 
actual exploitation of their tax resources. The grants 
are related mainly to the expenditure on the manage¬ 
ment of particular institutions (such as schools and 
maternity and child welfare centres) or to the deficits 
in the accounts which are governed largely by expendi¬ 
ture. 


Question No. 228. 

Should provision be made for manual labour being 
contributed (a) as an additional tan-or (b) in payment 
>or part-payment of an existing tax, to one or more cate¬ 
gories of local bodies or to State Governments , in fur - 
the development programme of the country ? What, m 
your view, are the possibilities and implications of the 
suggestions ? 

The Planning Commission have stressed the need for 
raising labour contributions. In fact the wholesome 
feature of the community projects is that people are 
persuaded to make their contribution in labour. When 
late Sri N, Gopalaswami Ayyangar was in charge of 
Local Administration in the Madras Composite State 30 
years ago, he got panchayats to raise labour contribu¬ 
tions for panchayaty works to meet their share cusually 
half) of their cost. To this end, panchayats were en- 
. couraged to levy a tax on families at the rate of so many 
rupees per family, alternative being given to families 
•; to contribute labour in lieu of the payment of the tax 
; at so many units per family; a unit being defined as the 
i labour of an adult working during the customary work¬ 
ing hours in one day. Sri Gopalaswami Ayyanger left 
Vhe Department a little while before panchayats were 
brought within the ambit of the Madras Local Boards 
’Act which did not admit of labour being contributed 
in iieu of taxes. No other authority seriously tried to 
make panchayats raise labour contributions, even after 
the Madras Village Panchayat Act, 1950, which was 
brought into force on 1st April 1951, though this Act 
contains a provision in this behalf. The provision is 
not comprehensive enough. The Planning Commission 
has emphasized the need to enable panchayats to 
raise labour contributions for work of village improve¬ 
ment This Department has under consideration a pro¬ 
posal to make appropriate provision in the Panchayats 
.Act for this purpose. 




MEMORANDUM V 

Answers to Questions not dealt with in Memorandum IV 


General 

Question No. 8. 

Do you agree with the view that receipts from parti¬ 
cular taxes should not , as a rule, be funded or ear¬ 
marked for specific purposes . 

Yes/ Ear-marking or funding of receipts from parti¬ 
cular taxes is ordinarily objectionable both from the ad¬ 
ministrative and audit points of view. Except in spe¬ 
cial cases which should be rare, ear-marking of re¬ 
ceipts for a specific purpose will make it difficult for 
the Government to make use of their resources in the 
best interests of the people generally and in the most 
effective and beneficent manner. As an exception to 
this principle, it may be mentioned that if betterment 
levy is collected in advance from the people in a parti¬ 
cular area in connexion with the execution of an Irri¬ 
gation project, it has necessarily to be ear-marked for 
expenditure on the project. 


From the audit point of view funding of receipts from 
a particular source is objectionable, if the object is to 
prevent lapsing of funds made available from this 
source for expenditure on a specific purpose. 


Question No. 9. 

Do you think that it is desirable, under certain con¬ 
ditions, to levy cesses for special purposes? 

Yes. Land cess and education cess levied by State 
Governments for the benefit of local bodies and the cess 
on mill cloth levied by the Union Government for re¬ 
lief to the Handloom industry are examples of such 
cesses. 

Question No. 10. 

State undertakings, commercial, industrial, etc., are 
coming to play an increasingly important part in the 
econ07ny of the county. Have you, from the point of 
view of their significance as a source of revenue, actual 
or potential, any comments or suggestions to make on 
jnatters such as the further extension of State under¬ 
takings and their policies in regard to pricing, in so far 
as these may be relevant to tax policy ? 

There are only two commercial undertakings in this 
State, namely, the Andhra Paper Mills, Rajahmundry 
and the Ceramic Factory, Gudur. The question of ex¬ 
tension of the scheme of State commercial undertakings 
to other Departments or activities has not yet been con¬ 
sidered by this Government. 

Question No. 11. 

Would you suggest that the net surplus earned by 
State undertakings should accrue to general revenues or 
be carried to a fund for financing projects of develop¬ 
ment or be reinvested in the undertakings concerned ? 

The two undertakings mentioned in Question No. 10 
are small in magnitude and the profits realized from 
them will not be adequate for capital expenditure on 
the undertakings such as purchase pf new machinery. 
Further, earmarking of these profits will be open to the 
same objection as ear-marking receipts from a particu¬ 
lar tax—see answer to Question No. 8. 


* Incidence of Taxation 

Question No. 12. 

In examining the incidence of taxation on variotts 
classes of people , which of the folloioing factors, singly 
or in combination, would you suggest as the basis of 
differentiation ? 

(a) income , 

(b) occupation, and 

(c) rural or urban residence ? 

Is there any other basis ivhich may be considered ? 

Question No, 13. 

Do you think that the burden of the present tax sys¬ 
tem — Central, State and Local — is fairly distributed 
among— 

(a) various classes of people? 

(b) different States ? 


Question No, 14. 

Have shifts in the distribution of income in the com¬ 
munity in recent years altered the relative incidence of 
taxation on various classes of people? If so, to what 
extent ? 

Question No. 15. 

Do you think that the cost of compliance with tax 
regulations adds materially to the burden of taxation ? 
If so, in respect of what taxes ? Please give details. 

Income should be the main and the most important 
factor in considering the basis of differentiation in re¬ 
gard to the incidence of taxation on various classes of 
people. The burden of taxation should be distributed 
equitably over all sections of the community. As the 
economic conditions of the people m different Estates 
vary, it cannot be said that the burden of taxation is 
distributed on a uniform basis in all States, In view of 
the need for development on a large scale in all States, 
the incidence of taxation should be so regulated that the 
incentive to work or to invest is not stifled. 


Question No. 16. 

Do the benefits accruing from public expenditure 
have a bearing on consideration of the burden of taxa¬ 
tion! If so, how would you take this into account in 
considering the burden of Indian taxation ? 

Benefit accruing from public expenditure should be an 
important consideration in regulating the incidence of 
taxation in some cases. For example, when the Gov¬ 
ernment incur large expenditure on an Irrigation pro¬ 
ject, the agriculturists who derive benefit from the pro¬ 
ject should reasonably bear a part of the Capital ex¬ 
penditure by paying betterment contribution and also 
by paying land revenue at higher rates. 


Taxation and Economic development 

Question No. 18. 

What role would you assign to taxation vls-a-vis vari¬ 
ous types of borrowing in finding the additional resour¬ 
ces required for the development programme of the 
country ? 

Revenue derived from taxation will not be adequate 
to finance the development programme in full. Plan 
schemes involving capital expenditure may legitimately 
be met from borrowing. So far as the Andhra State is 
concerned, a large deficit is anticipated in the Revenue 
Account in 1954-55 even after allowing for receipts to 
the extent of about Rs. 1 crore from additional taxation. 
Revenue from taxation will not be sufficient even for 
meeting expenditure on Plan schemes debitable to the 
Revenue Account. Capital expenditure will necessarily 
have to be met from borrowings. 


Question No. 19. 

In maximising the resources required for the financ¬ 
ing of development, what degree of importance would 
you assign to: 

(a) economy and rationalisation in expenditure, 

(b) prevention of tax avoidance and tax evasion , 

(c) higher rates of existing taxes , 

(d) fresh taxes, and 

(e) development of non-tax revenues ? 

In view of the large development programme to be 
executed, it is unlikely that economy in expenditure on 
any appreciable scale is possible. If any economy or re¬ 
trenchment is to be effected^ it should be only in orga¬ 
nizations connected with non-development activities. 

The items mentioned in the question may be arranged 
in the following order of importance— 

(a) prevetion of tax avoidance and tax evasion, 

(b) development of non-tax revenues, 

(c) higher rates of existing taxes, 

(d) economy and rationalization in expenditure, 
and 

(e) fresh taxes. 
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Question No, 34. 

Article 269 of the Constitution enumerates the follow¬ 
ing taxes which may be levied and collected by the 
Union but the proceeds of which are to be assigned to 
the States: 

(a) ditties in respect of succession to property other 
than agricultural land; 

(b) estate duty in respect of property other than 
agricultural land; 

(c) terminal taxes on goods or passengers carried 
- by railway, sea or air; 

(d) taxes on railway fares and freights; 

(e) taxes other than stamp duties on transactions in 
stock exchanges and futures markets; and 

(f) taxes on the sale or purchase of newspapers and 
on advertisements published therein. 

How do you assess the possibilities of adding to the 
country’s tax resources in respect of the above items? 

(a) * Duties in respect of succession to property other 
than agricultural land ; 

(b) estate duty in respect of property other than 
agricultural land ; 

It seems desirable to watch the working of the Estate 
Duty Act, which has already been introduced before 
bringing in legislation for succession duty; 

(c) terminal taxes on goods or passengers carried by 
railway, sea or air ; 

(d) taxes on railway fares and freight. 

These taxes may bring in a substantial additional 
revenue to States, but the question should be consider¬ 
ed whether they will have any adverse effect on trade 
and commerce which will indirectly affect adversely 
both Central and State revenues. 

(e) Transactions in stock exchanges and futures mar¬ 
kets are likely to be on a very inappreciable scale in 
this State. No comments are therefore called for. 

(f) This is dealt with in answer to Question No. 126. 

Question No. 35. 

Other possible reaps of adding to tax which have been 
suggested are taxes on capital, reintroduction of the salt 
duty, surcharges on land revenue, betterment levies , 
agricultural income-tax, social security taxes and modi¬ 
fication of the policy of prohibition having regard to the 
directive principles of the Constitution. What are your 
views regarding the desirability and the probable scope 
of each of these forms of taxation ? 


The question of levying a surcharge on land revenue 
was considered by this Government and dropped, for 
the reason that additional revenue likely to be derived 
from the measure in the form finally decided upon 
would be small. The question of betterment levy and 
modification of the policy of prohibition are still under 
the consideration of the Government. 

Question No. 36. 

Do you consider it desirable and feasible to levy a 
tax on unearned increments in value of land and other 
property as a result of public projects of development ? 

Question No. 37. 

What measures would you suggest for increasing the 
receipts from existing sources of revenue ? 

Question No. 38. 

What other new sources of taxation can you recom¬ 
mend ? 

As already stated in Memorandum I this Govern¬ 
ment have under consideration proposals for better¬ 
ment levy, enhancement of water-rates and the rates of 
assessment on certain commercial crops and amendment 
of General Sales Tax Act so as to bring within the de¬ 
finition of dealers persons carrying on the business of 
buying or selling goods whether for commission, remu¬ 
neration or otherwise. 

Death duties 

Question No. 101. 

What are your main reactions to the Estate Duty Bill 
at present before Parliament ? 

The provisions of the Estate Duty Act are generally 
acceptable. The Government have not yet come to a 
decision on the question whether Parliament should 
be authorized to legislate for the levy of Estate Duty 
on agricultural lands in this State, 

Question No. 102. 

Would you in the matter of rates of levy differentiate 
between self-acqhired property forming the estate of a 
deceased and property inherited by him? 

This Government consider that self-acquired property 
of a deceased should be added to his inherited property 
and that the rate of estate duty should be fixed with 
reference to. the aggregate value of both the properties 
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Taxation Enquiry Commission 

MEMORANDUM I 

General Note on State Taxation 


(1) A statement showing the revenue and capital bud¬ 
get of the State for the years 1937-38 to 1953-54 is ap¬ 
pended as Statement A. It will be seen from the state¬ 
ment that on the revenue side there were deficits in 
1937-38, 1938-39, 1941-42, 1945-46, 1947-48 and 1948-49. 
A revenue deficit is expected in the current year. All 
other years ended with a surplus varying between Rs. 

4 lakhs and odd and Rs. 1,65,00,000 anticipated for the 
year 1952-53. It will further be seen that the revenue 
receipts upto the year 1942-43 were very meagre. During 
the war years from 1943-44 to 1947-48 they looked up 
generally due to the effects of the war and inflation and 
due to the collection of more taxes and fees. The reve¬ 
nues were further augmented by Post-war development 
grants in 1948-49 and 1949-50. The stoppage of post¬ 
war grants towards the middle of 1949-50 put the State 
finances out of gear and huge deficits were threatened.^ 
To steady the situation Government went in for en¬ 
hancing the rates of taxes under some items like En¬ 
tertainment Tax, Sales-tax, Motor Vehicle Tax, Agri¬ 
cultural Income-Tax, etc. Most of these enhancements 
came into force from 1st April 1950. As a result, this 
sudden fall of receipts anticipated due to stoppage of 
post-war grants did not materialize. The increases be¬ 
gan to yield full results from 1951-52. As a result of 
the Finance Commission’s Award, which was given 
effect to from the 1st April 1952 the State Government 
got a net sum of about Rs. 1,25,00,000 extra. Hence 

\ the receipts reached their highest pitch in 1952-53. In the 
current year smaller receipts are anticipated due to fall 
under Agricultural Income-Tax, State Excise and other 
taxes and duties consequent on the depression in the tea 
industry since last year. 

On the side of expenditure out of revenues there has 
been a steady increase from the war years. During the 
war years the expenditure on general administration in¬ 
creased due to various factors arising out of war condi¬ 
tions. Since 1945-46 civil works of roads and buildings 
which were practically neglected during the war were 
taken up. This led to considerable increase in expendi¬ 
ture. Since 1947-48 the implementation of schemes 
under post-war development plan was started. Before, 
however, the pitch of expenditure could be reached the 
post-war schemes were virtually wound up. However, 
most of the projects, begun under the post-war schemes 
were continued somehow in 1950-51. The continuing 
schemes were included in the State’s Five-Year Plan 
and had been under vigorous implementation since 1951- 
52. This along with the gradual expansion of activities 
in the development sphere outside the Five-Year Plan 
accounts for the gradual upward trend in revenue 
expenditure. 

Capital receipts and capital expenditure have been 
almost steady till 1941-42. Since 1942-43 due to Govern¬ 
ment embarking upon supply and procurement activities 
there has been increase in capital receipts and capital 
expenditures. The Grow More Food activities have 
also led to some increase under both items. Since 1950- 
51 other capital projects like Mechanized Cultivation, 
Nationalisation of Road Transport, Grow More Food ac¬ 
tivities financed from loan, etc., have been undertaken. 
The result had been an increase in capital expenditure 
considerably. As a result there has been a constant de¬ 
ficit on the capital side since 1951-52. 

(2) The main trend on the expenditure side of the 
budget has been the increasing expenditure on Nation 
Building Activities like Education, Communications, 
Public Health and Agricultural activities, etc. The rising 
of the national consciousness and the universal demand 
for betterment, which were to some extent kept in the 
background during the war days, have been mainly res¬ 
ponsible for increase of expenditure on Nation Building 
Activities since after the cessation of the hostilities. Com¬ 
munications which were either lacking or were in the 
state of disruption during war time claimed a bigger 
share of attention. Communication was felt to be the 
first step for any scheme of betterment and accordingly 
expenditure on communications has been steadily on the 
increase. Statement B on the progress of expenditure 
on the main Nation Building Activities appended here¬ 
to would illustrate the gradual rise in the expenditure 
on these activities. 


Since after the attainment of Independeiice there has 
been a gradual increase in administrative and police ex¬ 
penditure also. Administrative staff in the districts and 
in the headquarters were already inadequate. The 
gradual expansion of developmental activities naturally 
compelled Government to strengthen the administrative 
machinery. Consequently, there has been increase of 
expenditure in the general administrative sphere. To 
add to it there was virtually no civil administration in 
the six hills districts. Changed conditions demanded 
gradual introduction of a regular administrative sys¬ 
tem. This also accounts considerably for the increase in 
expenditure on general administration. 

As a result of the war and the post-war situation, par¬ 
tition of the country, conflicting political ideologies and 
a variety of like reasons there has been a steady in¬ 
crease in the number of crimes and anti-social activities 
Ways and instruments of criminals also have advanc¬ 
ed. Hence not only was the increase of personnel in 
the police force necessary, it was also necessary to arm 
the civil police with improved equipments and to make 
the police force more mobile. The partition of the 
country has left Assam with extensive borders with 
foreign territories. A huge set up for border secu¬ 
rity has also to be built up. In addition, there was 
practically no police force in the six hills districts. 
The little police work was done there by the Assam 
Rifles. Along with the withdrawal of the Assam Rifles 
from civil police work police force had to be posted in 
these six districts. The result of all this has been an 
enormous and steady increase in expenditure under 
police. 

The State was without basic institutions like High 
Court, Agricultural College, University, etc., required 
for development and for proper administration. Due to 
disruption of communication consequent on partition it 
was found no longer possible to depend on institutions 
outside Assam to cater to these needs. Hence it was 
necessary to go in for such essential institutions like a 
High Court, University, Agricultural College, Engineer¬ 
ing School, Medical College, etc. Under these spheres 
also necessarily expenditure had been going on steadily 
increasing. 

(3) The statement showing the progress of expendi¬ 
ture on Nation Building Activities appended herewith 
would indicate the size of the programme. In the mat¬ 
ter of pattern the expenditures had been on increasing 
the number of hospitals, increasing the number of beds 
in existing hospitals, increasing the number of doctors, 
nurses, etc., in the hospitals, provisions of more public 
^health dispensaries for prevention, appointment of more 
staff to carry on preventive work, provision of better 
medicines and equipments, expansion in the size of exist¬ 
ing educational institutions, introduction of compulsory 
primary education in selected areas, setting up of Uni¬ 
versity, giving of grants to more and more private 
schools, increase in the number of subjects offered for 
teaching, provision of more hostel and library facilities, 
appointment of more staff with necessary equipments 
and provisions for wider attempt at improving methods 
and varieties of cultivation, provision of more irrigation 
canals, provision of more bunds etc,, for prevention of 
floods, provision for reclaiming water-logged areas, pro¬ 
vision for more roads and bridges, improvement of 
existing tracts to serve the purpose of roads, establish¬ 
ment of village Fanchayats, provision of improved seeds 
and worms for sericultural activities, establishment of 
co-operative societies, appointment of staff to teach 
people in The methods of co-operation and to encourage 
taking to co-operative methods, and so on. 

A post-war development scheme to cost Rs. 12J crores 
was finalised only in April 1949, though some activities 
under the scheme had been under progress since 1947. 
The scheme, however, was closed by the middle of 1949- 
50, Most of the schemes started under the post-war 
schemes were continued. Those continuing schemes 
were also included in the Five-Year Plan of the State 
formulated in 1951-52. The Five-Year Plan of the State 
was originally fixed at Rs. 12i crores. Subsequently, 
the developmental activities for the betterment of the 
hills and plains areas coming under Article 275 of the 
Constitution were included in the Five-Year Plan and 
the Pibrugarh Revetment scheme to cost a crore of 
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rupees was also roped in. The Assam Medical College 
scheme and the Reid Chest Hospital scheme were also 
included later, Accordingly, the size of the plan increas¬ 
ed to Rs. 17 \ crores, Recently, the estimates for the 
Umtru Hydro Electric Project has gone up bringing the 
size of the plan to Rs, 18-23 crores. The plan provided 
only for Rs. 1,47,00,000 for roads in the autonomous 
hills districts. The lenger Committee recommended an 
expenditure of Rs. 2,50 lakhs for such roads. If an 
expenditure of another Rs. 103 lakhs is included in the 
plan the size of the plan would go up to Rs. 19'26 lakhs. 
A statement showing expenditure on the Five-Year Plan 
schemes, development schemes, outside the Five-Year 
Plan and expenditure on non-developmental nature 
since 1950-51 is appended hereto. 

(4) A brief description of the Five-Year Plan of the 
State has already been given above. Two lists are ap¬ 
pended showing the names of the Five-Year Plan 
schemes which are continuing and which have either 
been started in the current year or are proposed to be 
so started. The degree of execution in the past had not 
been very encouraging due to financial limitations. The 
only scheme which has been completed is the Road 
Transport Nationalisation Scheme. The other schemes 
arc in different degrees of implementation. As the state¬ 
ment would show many of the schemes have not yet 
been begun. The difficulties facing the State Five- 
Year Plan are those arising from the inadequacy ot 
resources. For the portions falling under the Article 
275 of the Constitution, as required by the Constitu¬ 
tion, the Government of India have taken up financial 
liability. So far as the Dibrugarh Protection Scheme 
is concerned the Union Government would be paying 
half' as grant and the other half as interest free loan. 
For the rest of the plan there had been considerable 
difficulty in arriving at a satisfactory financial settle¬ 
ment. The State had been pressing for grant to imple¬ 
ment the schemes. The, master was long under corres- 
pondence when finally early in this year the Govern¬ 
ment of India communicated their willingness to offer 
loans only, except in so far as existing commitments 
for grants are concerned. Such grants are mainly for 
Grow More Food Schemes. In the current year 
the Government of India have offered a loan of 
Rs. 1,25,00,000 for the implementation of the plan. 
The State Government have selected the schemes which 
will be started with this loan assistance.. The schemes 
have been forwarded to India for final approval which 
is still awaited. 

As will be evident from the account of expenditure 
so far incurred on the implementation of the Plan it 
will be seen that the State Government have spent 
Rs. 2*76 crores out of its own resources and the Cen¬ 
tral assistance had been to the order of Bs. 8*36 lakhs. 
It is felt that the State ^ rcources are almost exhausted 
and it will not be possible to find out money for the 
implementation of the Plan in future. Hence the only 
alternative left is Central assistance. The manner and 
extent of Central assistance are still under correspon¬ 
dence with the Union Government. The State Govern¬ 
ment _ have not been able to find any sources of new 
taxation to raise the necessary fund for implementing 
the plan. As the earlier statement should show there 
is no scope or possibility of reducing expenditure on 
non-developmental schemes of administration, etc. The 
slump in the tea industry has also ruled out the pos¬ 
sibility of enhancing the Agricultural Income-tax. 
Taking all aspects into consideration it has been 
worked out that the total available resources of the 
State for the implementation of the Plan in the five 
year period is Trs. 4,85,00. But out of it a sum of 
about Rs. 2 crores will be required during the remain¬ 
ing 21 years of the plan for raising the pay scales 
of low paid Government servants, provision of essen¬ 
tial administrative and residential buildings, re-organi¬ 
sation of administrative units and police units, etc. 
These are crying needs and had been kept in abeyance 
due to limitations of resources and the necessity to 
divert resources for the implementation of the plan. 
However, the political and administrative situation 
makes it obligatory to start implementation of these 
schemes immediately. Consistent with safety and 
good government it will not be possible to defer their 
implementation any further. 

(5) The main revenues of the State are share of the 
Union Income-Tax, the Land Revenue, the State Ex¬ 
cise, the proceeds of the Motor Vehicle Taxes, proceeds 
from Agricultural Income-Tax, proceeds from Sales- 
tax and other taxes and Forest revenue. In a State 
like Assam where floods and natural calamities are 
too frequent the land revenue is an uncertain factor. 
Every year the necessity arises for large scale remis¬ 
sions. Hence despite fresh areas brought under settle¬ 
ment and enhancement of the rate in some years due 
to resettlement this source of revenue is not expand¬ 
ing as much as it should. The State Excise proceeds 
had been on the gradual increase till last year due 
mainly to the betterment in the economic condition 
of labour. The Agricultural Income-Tax had also been 
steadily rising due to more profits being earned b.T the 


tea industry. It is, however, anueipated that as a re¬ 
sult of economic crisis in the tea industry since last 
year there will be considerable reduction in the re¬ 
ceipts from Agricultural Income-Tax and State Excise 
in the current year. The other taxes including Sales- 
Tax had been showing a steady increase due mainly 
to completion of survey and assessment and collection 
of arrears. The depression in the tea industry will 
affect this source also. Forest revenue had been stea¬ 
dily on the decline due to the closure of • the timber 
market in Pakistan and the fall of export to other 
parts of the Indian Union due to transport bottleneck. 
No change in the other important items of revenue is 
indicated. 

The Finance Commission Awacd has benefitted 
Assam in the following ways— 

(a) The State was in receipt of a general sub¬ 
vention of Rs, 30,00,000. It has now been 
raised to Rs. 1 crore. 

(b) The State would be getting about Rs. 46 
lakhs annually as her share of the divisible 
pool of certain items of Union Excise Duty. 

(c) Under Deshmukh Award Assam had been 
getting Rs. 40 lakhs as giant in lieu of the 
share of the Jute Excise Duty. This amount 
has now been raised to Rs. 75 lakhs. 

On the other hand, Assam's share of 3 per cent, of 
the divisible pool of the Union Income-Tax has been 
reduced to 2:5 per cent meaning thereby a reduction 
in her share. 

(6) A statement is appended below showing the total 
proceeds of the tax-revenue and non-tax revenue, 
grant-in-aid from the Centre and other components 
of non-tax revenue, share of Income-Tax and revenue 
from State taxes. The statement also shows the per¬ 
centage which each category bears to the total revenue 
and the total receipts of the State. 

(T) It will be seen from the statement that proceeds 
of the State taxes which formed 65 per cent, of the 
total revenue in 1937-38 gradually declined to 41 per 
cent, in 1949-50. Due to enhancement in the rates of 
certain existing taxes it again went upwards to over 
50 per cent, in 1951-52. The decrease to about 43 per 
cent, in 1952-53 is not due to the reduction in the total 
volume of the tax, but due to increase in the total 
volume of receipts. The non-tax revenue of the State 
is almost steady in the percentage it bears to the total 
revenue. 

(ii) The Central grant-in-aid had been a steady 
figure of Rs. 30 lakhs till 1945-46, From 1946-47 till 
date it includes grants-in-aid for Grow-More-Food 
schemes. The 1946-47—1949-50 figures also include 
grants for post-war development schemes. The years 
1950-51—1952-53 also include grants made for resto¬ 
ration of Earthquake damage. Though the sum total 
of these grants has been increasing from 1946-47 the 
relative percentage has not changed very much due 
to the overall increase in the total revenues. Receipts 
from State enterprises are mainly from receipts from 
nationalised transport service. As the Statement would 
show it is yet too early to assess the relative import¬ 
ance or otherwise of this source. The percentage of 
the fees to the total revenue is almost constant over 
all these years. 

(iii) The appended table also shows the percentage 
the State taxes and the share of the Income-Tax bear 
to the total revenues of the State. In 1937-38 when re¬ 
venue receipts of the State were poor the State taxes 
contributed 65 per cent, of the receipts and the share of 
Income-Tax contributed -9 per cent. Due to higher col¬ 
lection of income-tax revenue during the war and post¬ 
war years the percentage contribution of Income-Tax 
to the State revenues was steadily on the increase. 
Since 1951-52 the total proceeds of the State taxes are 
on the increase and from last year the percentage of 
Assam’s share of the divisible pool of the Income-Tax 
has been reduecd. Hence the latter is losing in the 
relative percentage it bears to the total revenues of 
the State. 

(iv) Of the older taxes as explained earlier the land 
revenue is almost a steady factor while the State excise 
had been showing an upward trend and forest revenue 
a down-ward trend. The newer taxes like Agricultural 
Income-Tax, Sales-Tax and other taxes and duties are 
contributing increased receipts every year. Of the 
newer taxes the Agricultural Income-Tax first came into 
being in 1939 and the Sales-Tax in 1948. Other taxes like 
the Professions and Employment Tax, Entertainment and 
Betting Tax, Tax on Motor Spirits and Lubricants, etc. 
also came into being from 1939 and later. Hence a com¬ 
parison between older and newer taxes can be made only 
in respect of recent years. The newer taxes mentioned 
above eonfirabuted 13’2 per cent., 16'8 per cent., and 
17-4 per cent, of the total Revenues in 1949-50, 1950-51 
and 1951-J52, Older taxes as Land Revenue, Excise and 
Forest contributed 31'4 per cent., 34'2 per cent, and 
,32*6 per cent, in the same years. 
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(y) Taxes and fees have been detailed above already. 
There are no cesses in Assam. 

(7) Receipts from the principal taxes were gradually 
on the increase till 1952-53. The increase was due to 
better collection, better administration, discovery of new 
assessees and enhancements in the rates of taxes in some 
cases in 1950-51. Due to depression in the tea industry 
smaller proceeds from Agricultural Income-Tax, Taxes 
on sales of goods including petrol and lubricants, and 
Excise duties are anticipated in the current year. These 
effects however will vanish as soon as the tea industry 
comes to its normal state. In regard to the Excise duty 
also change in the policy of prohibition has to be re¬ 
ckoned with. It is quite likely that the policy of pro¬ 
hibition will be expanded gradually. In that case Ex¬ 
cise revenue will go on falling, 

(8) To increase revenue the Agricultural Income-Tax 
Act was passed in 1939. Since 1939 new taxation mea¬ 
sures like Sales-Tax, tax on the sale of Motor Spirits 
and Lubricants, Entertainment and Betting Tax, Em¬ 
ployment, Profession, etc., tax were adopted. To meet 
threatened budget deficits in 1950 the rates of taxes of 
several existing taxes have been increased. The taxes 
affected are Entertainment and Betting Tax, the general 
Sales-Tax, Motor Vehicles Tax, Registration Fees and 
Stamps and Court Fees. Also resettlement operations 
of periodically settled lands are being undertaken from 
time to time to increase land revenue. 

(9) During the discussions with the Planning Commis¬ 
sion no new tax for Assam was proposed. But it was 
expected to raise an additional revenue by increasing 
the rates of Agricultural Income-Tax and the Motor 
Vehicles Tax and by non-extension of prohibition. The 
Agricultural Income-Tax rates were already increased in 
1950-51. It was felt that it was not possible for the tea 
industry to bear any further burden without sacrificing 
its character as a major foreign exchange earner. It 
was the Government policy to improve labour and em¬ 
ployment conditions and this policy has already thrown 
a heavy burden on the tea industry. Considering all these 
aspects no further increase in the rates of tax was made. 
Recently, the tea industry has been facing a serious 
crisis. As such there is no possibility of any increase of 
revenue from this measure in the near future. The Motor 
Vehicles Tax was also increased in 1950-51 and there is 
no scope for further increase. The question of non-exten¬ 
sion of prohibition does not arise as there is no prohi¬ 
bition in Assam, except for opium, save in the sub-divi¬ 
sion of Barpeta. There had been no liquor shop in 
Barpeta since 1947-48 and the prohibition there is of 
little financial significance. 


(10) The Assam Finance Act is passed annually. It 
lays down the rates of Agricultural Income-Tax for the 
ensuing year. No other rate of tax is determined by 
the Finance Act. In Assam there is a separate Act for 
each tax. There does not appear to be any scope for 
improvement in the proceeds of the tax by legislative 
action. 

(11) & (12). Different taxes have different set-ups 
and scope, etc., for avoidance. They are dealt with se¬ 
parately under each separate tax in Memorandum IV. 

(13) Replies to questionnaire under local taxation and 
local finance would indicate that there is hardly any 
conflict between the State taxation and local taxation. 
These spheres of taxation are generally different. 
There are of course some taxes which could, at least 
in theory, be passed on from the State List to the 
List of the local bodies. The practicability of such 
transfers has already been discussed in the chapter on 
local taxation. At present there is complete co-ordina¬ 
tion between the administration of the State taxes and 
local taxes. In fact, the local rate, which is an impor¬ 
tant source of revenue of the local bodies is collect¬ 
ed by the same agency which collects the land reve¬ 
nue. It does not appear that there is any further 
scope for any further co-ordination. 

(14) , Though the State List and the Central List of 
taxation are different there are cases of competitive ex¬ 
ploitation of the same source of taxation both by the 
Centre and the States. For instance, the Union Excise 
Duty is^ levied on certain commodities at the source of 
production. The State Sales-Tax is imposed on the same 
commodities at the point of sale. To the extent the same 
commodity has to bear double taxation, its price must 
rise. Furthermore, the existence of a Central Excise 
necessarily limits the scope of taxation by the States as 
there are possibilities of the total impact of taxes being 
prohibitive. Then again there are some cases of con¬ 
flict between the Union Taxing authority and the State 
Taxing authority as to whether a particular income is 
an agricultural income or not for the purpose of assess¬ 
ment either to Agricultural Income-Tax or the Union 
Income-Tax. In any sound taxation system there should 
be co-ordination as to the sources that different taxing 
units may exploit, and there should be avoidance of 
competitive exploitation of sources. In the matter of 
administration, however, there appears to be complete 
co-ordination between the Union and the State Taxing 
authorities. For instance, for the purpose of the Agri¬ 
cultural Income-Tax payable by the tea estates the total 
profits assessed by the Union Income-Tax authorities 
are always accepted as conclusive. So also for the pur¬ 
pose of Professions, Employment, etc., Tax. 

(15) . There is no such point, 

(Rupees in thousands) 


STATEMENT A 



Years 





Revenue 

receipts 

actuals 

Revenue 
Expendi¬ 
ture ac¬ 
tuals 

Position 
Surplus-f 
Defitcit 

Capital 
Remarks receipts 
actuals 

Capital 
expendi¬ 
ture ac¬ 
tuals 

Position 

Surplus -f Remarks 
or Deficit— 

1937-38 






2,73,61 

2,78,42 

—4,81 

4,07,87 

3.96.72 

+ 11.15 

1938-39 






2,5848 

2*99»48 

—41,00 

5,53,55 

5.16,29 

+37.26 

1939-40 






2.93.33 

2,92,33 

+ 1,00 

5.69,51 

5.5J.36 

+ 18,15 

1940-41 






3.29.25 

3,13,02 

+ 16,23 

5,94,26 

5.85.78 

+8,46 

1941-42 






3,28,48 

3,3*,°o 

—2,52 

5.81,03 

5.69.84 

+ 11.19 

1942-43 






3.86,76 

3,54,70 

+ 32,06 

14,01,52 

13,82,70 

+ 18,82 

1943-44 






5.18,78 

4,45,30 

+ 7M8 

39.7o.i6 

40.37.49 

—67,33 

1944-45 


* 




6,22,48 

6,14,51 

+7,97 

75.88,69 

75-36,52 

+52.I7 

1945-46 






8.50,75 

8,76,37 

—25,62 

95.83.94 

93.80,39 

+ 2,03.55 

1946-47 


- 




7.19.30 

5»69,57 

+ L49,73 

45,12,06 

47,28,26 

—2,16,20 

1947-48 






6,62,06 

6.84,79 

—22,73 

I 9» I 3,5° 

19.63.72 

“5°,22 

1948-49 






9.23.88 

9.55.69 

—32.01 

34.4i.oi 

34.2i.75 

+ 19,26 

1949-50 






10,30,14 

9,94.25 

+35,89 

34,54.24 

35.o8,79 

—54.55 

I950-5 1 






9.92,09 

9.27.65 

+64,44 

53.03.93 

52.85,95 

+ 1.17*98 

1951-52 






11,29.03 

10,93,23 

+35,8o 

49.13,02 

50,92,69 

—1.79.67 

1952-53 






14.59,5 1 

12,94,28 

+ 1,65.23 

85,85,00 

86,32,89 

—47.89 

1953-54 

Budget estimates 





i3» o 0,79 

14.97,28 

—1,96,49 

36,64,37 

37.36.43 

—72,06 


STATEMENT B 

Statement showing the Developmental and Non-Developmental expenditure for 1945-46 to 1952-53 


1945-46 

__ _A.__ 

t 

Non-De- Deve- 
velop- lopmen- 
mental tal ex- 
expendi- pendi- 
ture ture 


4.07.93 2,68,44 


1947-48 195051 

-, t -A-> f ---A-, 

Non-Deve- Deve- Non-De- Deve- 

Total lopmen- lopmen- Total velop- lopmen- Total 
tal ex- tal ex- mental tal ex- 

pendi- pendi- expen- pendi- 

ture ture diture ture out¬ 

side the 
5 Year 
Plan 



1952-54 

A 


(Rupees in 

thousands) 

Non-De¬ 

Deve¬ 

Five year 

- 1 —5 


velop¬ 

lopment 

Plan 

Total 

Remarks 

mental 

al ex¬ 

Expendi¬ 



expen- 

pends 

ture 




diture ture out¬ 
side the 
5 year 
Plan 


6.76,37 *3.57.05 3.a7>74 6,84,79 t5.02.39 4.23.22 t9.25.6i 5.48.49 4.92.48 1.19.77 ti 1,60,74 *Ineludes Trs- 

27-93 being ex- 
penditure on 
Post War Deve¬ 
lopment Schem¬ 
es on non-deve 
lopmen tal heads. 
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N. B.—By ‘Developmental Expenditure 1 is meant expenditure under the heads:— 
Education. 

Public Health. 

Medical, 

Agriculture, 

Veterinary. 

Co-operation. 

Sericulture and Weaving, 

Cottage Industries. 

Rural Development. 

Civil Works. 

Navigation, Embankment and Drainage. 


fExcluding expen¬ 
diture on Jowai- 
Badarpur Road 
and that under 
Article 275. 

{Excluding expen¬ 
diture on Jowai- 
Badarpur Road 
and that under 
Article 275. 


STATEMENT G 

Statement of Five-Year Plan Schemes continuing from 1951-52 
Main Heads 


1951-53 


(Rupees in lakhs) 
1952-53 


(0 

Forest ( General Areas) 

Education and Training— 

i« Assam Forest School ......... 

2 . Communications .......... 

3. Regeneration of Reserved Forests ....... 

4 . Cinchona Cultivation ......... 

Forest Industries— 

5. Resin distillation ........ i 

Other Schemes— 

6. Stores ............ 

Backward Areas— 

1. Communications .......... 

2. Regeneration of Reserved Forests ....... 


Education ( General ) 

Administration— 

1. Setting up of a Committee of experts for preparation of Text Books for Basic Schools 

2. Special Staff— 

(0) Basic • * *_. 

(b) General. 

Primary Education— 

3. Basic Schools ............. 

Special Education— 

4. Social Education for mass literacy and citizenship Training . 

Other Schemes— 

5. Basic Training School ............ 

6. Training of Teachers for Basic Schools ......... 

7. Practising Schools ............ 

Backward Areas— 

Primary Education— 

1. Basic Schools 

2. Basic Training Schools ........... 

3. Training of teachers in Assam foi Basic Schools ....... 

4. Practising Schools ............ 

Medical (General) 

Administration— 

1. Special staff ............. 

a. Re-organisation and improvement of nursing services ...... 


Expendi¬ 
ture envi¬ 
saged in 
the Plan 

Actual Ex¬ 
penditure 

Expendi- 

Expendi- ture incur- 
ture envi- red (accor- 
saged in ding to 
the Plan latest avaia- 
ble figures,) 

(2) 

( 3 ) 

( 4 ) 

( 5 ) 

‘50 

*48 

•50 

*53 

*85 

1*84 

•85 

2*05 

*30 

*66 

*30 

•84 

1-30 

1*27 

1 *30 

1*20 

i*6g 

•• 

*50 

•71 

•50 

•28 

* 5 ° 

*30 

*40 

• 62 

•40 

*35 

• 20 

i' 7 i 

• 20 

*29 


*43 

*07 

*60 

* 10 

-05 

*21 

*07 

* 22 

*06 

*01 

■13 

•03 

•63 

1*28 

*79 

t* 5 ° 

3*05 

2*93 

3*45 

3*25 

*52 

‘49 

*69 

* 5 i 

*33 

•46 

*47 

*52 

*23 

.20 

•38 

•21 


• 10 

•40 

•36 

*50 

*05 

*33 

2.67 

•30 

• 10 

• 11 

•36 

' *5 

.. 

•09 

*09 

•09 


*20 

• 18 

•22 

•20 

*53 

•48 

*70 

*54 
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STATEMENT C —contd. 

(Rupees in thousands) 


Main Heads 

... . -A. ... - - .. 


195^52 

A 


X 95 X ‘52 

- 

r- ' --- 

r~ 




1 






Expendi 






ture in- 


Expendi- 


1 

1 

0- 

curred (ac- 


ture envi- Actual Ex- 

ture envi- 

cording to 


saged in penditure 

saged in 

latest avail 


the plan 


the plan 

able figure 

(0 


(■) 

(3) 

(4) 

(5) 

Medical (General)—contd. 






Education and Training— 






3. Assam Medical College. 

• 

12*40 

12*06 

12*84 

11*09 

4. Establishment of Ayurvedic College. 

• 

■69 

*59 

*86 

•61 

Hospitals and Dispensaries— 






5, Provincialisation oi District Hospitals. 

- 

3 * 11 _ 

3 ’ 2 I 

4*55 

3‘24 

6. Extension to the Reid Chest Hospital. 


1*72 

1*64 

1*71 

I*6l 

Public Health 






Administration— 






1, Anti Small-pox Vaccinators Scheme. 

• 

*60 

*66 

*79 

*69 

Other Schemes— 






1, Anti-T. B. Organisation. 

• 

• 12 

•24 

* 6 5 

* 28 

2. Maternity and Child Welfare Works . . . . « ' • 

• 

*29 

*20 

*35 

•38 

Backward Areas— 






Administration—* 






1. Anti Smalbpox Vaccinators Schemes. 

• 

*01 


•01 

*Ol 

Other Schemes— 






2, Maternity and Child Welfare Scheme • ••■■**• 

* 

* 10 

*17 

* 12 

*05 

Agriculture 






Administration and Extension— 






1. (a) Headquarters staff 

■ 





(1 b ) District staff . 


- 8-75 

6*29 

9-86 

6*84 

(c) Minor Irrigation.' 

* j 





Education and Training— 






2. Establishment of Agricultural College. 

• 

1*67 

1*35 

3-00 

i *49 

Cattle Farm * * 1 A ' 

* 

* * 

. 20 

* * 

• 24 

3. Agricultural Training School .. 

* 

*93 

•40 

*95 

* 3 o 

Land Development and Reclamation— 






4. Tea Garden Land Utilisation Scheme. 

. 

■ 18 

*15 

*19 

* 18 

5. Mechanised Cultivation Scheme . . ♦ . * * * * * 

* 

2*23 

2* 2.3 

3 * 9 ° 

4*94 

Minor Irrigation— 






6. (a) Minor Irrigation Project 

. 

20* 00 

11*64 

20*00 

38*76 

(b) Minor Irrigation Project Departmental Scheme. 

* 

5-65 

2*44 

6*00 

2* 62 

Add Works. 

• 


4*24 

•• 

5*47 



5‘ 6 5 

6*68 

6*00 

8-09 

Deduct Staff , ... . , . . 

* 

5‘65 

2' 27 

6*00 

2*47 

1 


• • 

4 * 4 i 

**’ 

5* fi 2 

7. Power Pump Irrigation Scheme. 

- 

*60 

*34 

*80 

*47 

Manures and Fertilisers—* 






8. Manures Manufacture and distribution Scheme .. 

• 

6*77 

*86 

7-85 

2* 08 

Seed Schemes— 






9. Seed Multiplication and Distribution Scheme. 

• 

6*92 

12*80 

7*00 

12*65 

Add Works.. 



*75 

• • 

1*55 



6-92 

13*55 

7*00 14*20 

Deduct Staff.. 

• 


3 * 10 

** 

3 * 3 i 



6*92 

10*45 

7*00 

10*89 

10. Plant Protection Scheme 

. 

2*02 

*95 

2 *08 

1*31 

Add Works.. 

- 

*• 

• • 

• * 

*06 



2 '02 

*95 

208 

1 *38 

Other Schemes— 






11. Horticultural Development Scheme ^ 

• 

I *08 

x '05 

1 *15 

I *25 

Add Works.. 

• 

** 

♦16 

*• 

•12 



1 *08 

1*21 

1*>5 

1*37 

1 a. Crop competition and prize distribution Scheme ...... 


.84 

.11 

.84 

.20 















u 

STATEMENT C—contd. 


(Rupees in thousands) 

Main Heads 1951-52 1952-53 

-^---, ,--^-^ r---*-i 



Expend i- 

Actual Ex- 

Expendi- 

Expendi- 


ture envi 

penditure 

ture envj 

- ture in- 


saged in 

saged in 

curred ac- 


the plan 


the plan 

cording to 
latest avia- 
ble figures) 

(l) 

(2) 

(3) 

(4) 

(5) 

Agriculture—contd* 





Backward Areas—* 





Administration and extension— 





I, (a) Headquarters Staff and District Staff ....... 

(b) District Staff (Seed) .......... 

j- ‘87 

•08 

*61 

•08 

(c) Minor Irrigation .......... 


‘32 


•36 

2, (6) Minor Irrigation Projects (by Department) ...... 

1-85 

*40 

1*90 

*42 

Add Works ............. 

. 

*81 


1 *00 

Deduct Staff ............ 

x*8 5 

1 ’ai 

1 *90 

1 42 

*32 

‘35 


1 85 

E89 

1-90 

1.07 

3. Manure Manufacture and Distribution Scheme ...... 

■86 

# 02 

i '05 

1.18 

Seed Schemes—- 





4. Seed Multiplication and Distribution Scheme ...... 

. '04 


*04 

•19 

Add Works. 

. 

■OI 




*04 

*19 

'04 

*19 

Deduct Staff ............. 

. 

■08 


*08 


*°4 

*11 

’04 

*11 

Other Schemes— 





5. Plant Protection Scheme. . t . 

'24 

*01 

*3° 

*18 

6. Crop Competition and Prize Distribution Scheme ...... 

. *16 

*01 

. 16 

*02 

7. Horticulture Development Scheme ........ 

. *10 

*01 

.06 

*02 

Veterinary 





Administration— 





1. Headquarters Staff ........... 

•05 

•05 

'06 

•06 

Education and Training— 





2. Assam Veterinary College . .. 

* *94 

*90 

’96 

*80 

Veterinary Facilities— 





3. Veterinary Vaccine Section .......... 

•28 

*25 

,'37 

*27 

4. Establishment of Veterinary Hospitals. 

*04 

*05 

’2 

•4°5 

5. Key Village Scheme ........... 

j 

. 

.. 

•80 

.82 

Fisheries 





Inland Fisheries— 





1. Fishery Development Scheme 

, -50 

*54 

1 *00 

*66 



Revenue 


Revenue 



Account 


Account 



•81 


y 15 



Capital 


Capital 



Account 


Account 


■05 

1 *35 

I *00 

1 *8i 

Irrigation Projects 





1. Navigation, Embankment, and Drainage Projects ...... 

2. Protection of Dibrugarh Town ........ 

. 5*00 

*• 

25 *00 

5'00 

4*40 

501 

Power Projects— 





i* Umtru Hydro Electric Project . , . . . . . . 

5*^5 

•38 

52*69 

*59 


Revenue 

Revenue 

Account 

Account 


18*62 

Capital 

Capital 

Account 

Account 

5-05 - 3 8 

52*69 19*21 
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STATEMENT C -conld. 


, (Rupees in thousand) 

Main heads 1951-52 1952-52 

- 1 * " “ ' ' ” 1 r - A -—\ t --— A —*-^ 

Expendi- Actual Expend!- Expendi¬ 
ture envi- Expen- ture envi- ture in- 
saged in diture. saged in curred 
the plan. the plan (according 


to 

latest av¬ 
ailable 



(0 


(2) 



figure) 


% 

o) 

(4) 

( 5 ) 


Roads 






1, State Highways 

. 

• 

1 ’ool 

1 *28 

6 'oo’l 

20 '0O 

2. Other Roads . 

Road Transport 


6 '00 J 


27 ’ooJ 


Nationalised—- 






1. Nationalisation of road transport for existing routes ..... 

* 

6 '90 

6-38 

7 '00 

io*39 


Rural Development 






1. Panchayats .... 


• 

4'54 

8 *22 

2 '62 

15*85 

2. Other Schemes 



6*23 

5*18 

6-95 

5‘54 

Backward Areas—- 







j. Panchayats .... 


• 

■38 

1 *33 

•23 

1 *20 


STATEMENT D 

Statement of Five Year Plan Schemes started or proposed to be started this year 
Departments Name of Schemes 


Forest 


Education . 

Medical 

Public Works Department 


Electricity . 
Cottage Industry . 


Sericulture and Weaving 
Co-operation 

Public Health 


1. Wild Life Sanctuary. 

2. Wattle Cultivation. 

3. Quinine Factory. 

4. Agar Oil. 

5. Medicinal and Economic Plant* 

1. Gauhati University (Building). 

2. Development of Technical Education. 

1. Extension of Reid Chest Hospital Building. 

2. Medical College Building. 

1. Communication (Roads) Scheme. 

2. Navigation, Embankment and Drainage Projects. 

3. Dibrugarh Protection. 

1. Umtru Hydro Electric Scheme. 

1. Building for Soap Factory and Training Institute* 

2. Training Institute. 

3. Ghani Industry. 

4. Cottage Industry Museum and Export Market. 

1, Extension of 5 Sericulture Farms. 

1. Construction of Godowns. 

2. Training of Office Bearers. 

1, Anti Leprosy Scheme. 


STATEMENT E (FIRST PART) 


(Rupees in thousands) 

Total Tax Revenue (in- Revenue 

eluding Land Revenue) 


Years 


r 

- A *‘- — 

Total Other 

Grants 

Receipts 

Total of Total of 




Share of Central Total 

Tax Re- non-tax 

from 

from 

Fees Cols, 7-11 receipts as 



Pure 

Taxes 

venue State 

Centre 

State 

shown in 


Land 

State- 


Revenue 

Enter¬ 

the budget 


Revenue 

Tax 

Other 



prise 





Income-tax Central 








Taxes 






(1) 

> 933*34 

(2) 

. 1,10,70 

( 3 ) 

1,62,57 

( 4 ) 

1,72 

( 5 ) 

25 

(6) 

1,64,54 

( 7 ) 

1,64,54 

(8) 

29>56 

(9) (10) 

(») 

4,96 

(12) 

L99, 06 

( 13 ) 

2,00,83 

> 934-35 

. 1,81,11 

>, 67,37 

3,23 

14 

1,70,74 

>, 7°,74 

29,23 

8,54 

4,71 

2,13,22 

2,17,00 

> 935-36 

• 1,25,30 

>, 79>64 

2,56 

12 

1,82,32 

1,82,32 

42,52 


5,58 

2,30,42 

2,30,42 

> 936-37 

■ >,29.76 

1,86,60 

3 ,>6 

7 

1,98,83 

1,89,83 

44,97 

8,54 

4,54 

2,47,88 

2 , 53 , 4 ° 

> 937-38 

• 1,21,33 

>. 79 , 6 i 

2,5° 

11,82 

>, 93,93 

1 , 93,93 

33,90 

30,00 

6,04 

2,63,87 

2 , 73 , 6 i 

>938-39 

, 1,12,64 

1,71,12 

3 , 00 

11,70 

1,85,82 

1,85,82 

32,25 

30,00 

6,16 

2,54,23 

2,58,48 

> 939 - 4 ° 

. 1,36,9° 

1 , 97,79 

5,58 

! 3»39 

2,16,76 

2,16,76 

35,35 

30,00 

5,99 

2,88,10 

2 , 93,33 
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(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

do 

(12) 

(13) 

1940-41 

• i, 2 3>35 

2,20,60 

8,32 

10,59 

2,39,51 

2,39,5i 

42,19 

30,00 

•• 

7,02 

3,18,72 

3,29.25 

I94J-42 

. 1,31,01 

2,01,12 

14,78 

12,48 

2,28,38 

2,28,38 

53,42 

30,00 

•* 

7,16 

3,18,96 

3,28,48 

1942-43 

»,58,89 

2,49,90 

21,80 

9,64 

2,81,34 

2,81,34 

62,50 

30,00 

** 

8,63 

3,82,47 

3,86,76 

1943-44 

■ 1,65,53 

3,22,94 

39,00 

1 r,oi 

3,72,95 

3,72,95 

98,29 

30,00 

■* 

14,63 

5,15,87 

5,16,78 

1944-45 

• 1,65,40 

3,69,13 

53,12 

n>45 

4,33,70 

4,33,70 

1,43,36 

30,00 


13,83 

6,20,89 

6,22,48 

1945-46 

• 1,74,19 

3,67,50 

57,5° 

11,34 

4,36,34 

4,36,34 

1,68,22 

30,00 


13,28 

6,47,84 

6,50,75 

1946-47 

• 1,79,46 

3,53,06 

59,74 

20,08 

4,32,88 

4,32,88 

i,42,77 

1,25,00 

•* 

11,83 

7,12,48 

7,19,30 

1947-48 

• 1,76,27 

3,49,60 

89,22 

44,10 

4,82,92 

4,82,92 

1,00,63 

1713.72 


14,59 

*7,11,86 

*6,62,06 

1948-49 

■ 1,67,52 

3,91,35 

1,37,37 

43,90 

5,72,62 

5,72,62 

1,10,36 

1,90,oo 


13,94 

8,86,92 

9,23,68 

1949-50 

• 1,71,38 

4,3°,°3 

1,39,36 

58,08 

6,27,47 

6,27,47 

1,38,46 

1,78,02 

63,10 

15,86 

10,22,91 

10,30,14 

1950-51 

■ 1,89,64 

4,95,36 

1,42,14 

2 

6,37,52 

6,37,52 

1,50,08 

1,15,64 

50,82 

24,80 

9,78,86 

9,92,09 

1951-52 

• 1,81,47 

5,67,84 

1,56,93 

-- 

7,24,77 

7,24,77 

1,65,59 

1,62,98 

19.79 

22,95 

I0,96,08 

11,29,03 

1952-53 (Revised) . 

• 1,72,33 

5>47>°6 

1,34,95 

45,83 

7,27,84 

7,27,84 

1,80,88 

2,65,69 

20,81 

19,65 

12,14,87 

12,72,26 


*The difference is due to refund of Trs. 55,92 under the head “11”.—Extraordinary receipts”. 

STATEMENT E (SECOND PART) 


(Rupees in thousands) 


Share of Centra^ 


1937-38 


Years 


State 

Tax 

1,79.61 

Taxes Non-tax 

r - * — 1 Total State 

Income Other Revenue 

Tax Central 

Taxes 

2,50 11,82 1,93.93 33.9° 

Receipts 

from 

State 

Enter¬ 

prises 

Central Total of 
Fees Grant- 3 and 4*—7 

in-aid 

6,04 30,00 2,63,87 

Total Re¬ 
ceipt as 
shown in 
Budget 

2,73.61 

Percentage as compared 
total Revenue 

with 

65-6% 

•9% 

4*3% 7 8 *9% 12*3% 


2’2% 10*9% 



1938-39 

* 

■ 


1,71.12 

3.00 

11,70 1,85,82 32,25 


6,16 30,80 

2,54.23 

2.58,39 

Percentage 




66-2% 

i-i% 

4*5% 71*8% 12.4% 


2*3% 15*4% 



1939-40 




1,97-79 

5.58 

13,39 2,16,76 35,35 


5,99 30,00 

2,88,10 

2.93.33 

Percentage 




67-4% 

i’9% 

4*0> 73*7% 12% 


2% 10*2% 

- 


1940-41 




2,20,60 

8,32 

10.59 2,39,51 42,19 


7,02 30,00 

3»i8,72 

3.29,25 

Percentage 




67% 

2-5% 

3*a% 72*7% 12% 


2.1% 9*1% 

... 


1942-43 




2,49,90 

21,80 

9,64 2,81,34 62,50 


8,63 30,00 

3.82,47 

3,86,76 

Percentage 




■64'6% 

5-6% 

2*4% 72*6% 16% 


2*3% 7*7% 



1945-46 




3.67,50 

57.50 

11.34 4,36,34 1,68,22 


13,28 30,00 

6,47,84 

6,50.75 

Percentage 




56-4% 

8-8% 

1'7% 66-9% 25-8% 


2% 4* 2% 



1946-47 




3,53> 0 6 

59.74 

20,08 4,32,98 1,42,77 


11,83 1,25,00 

7,12,48 

7.19.30 

Percentage 




49% 

8% 

2*7% 59*7% 19*8% 

— 

1*6% 17% 



1948-49 




3.91.35 

1.37.37 

43.90 5,72,62 1,10,36 


13.94 1,90,00 

8,86,92 

9.23.68 

Percentage 




42-3% 

14-8% 

4.7% 61-8% 11*0% 


1*5% 20-5% 



1949-50 




4.3 o .03 

1.39.36 

58,08 6,27,47 1,38,46 63,10 Gross 

J5.86 1,78,02 

10,22,91 

10,30,14 

Percentage 




41-6% 

13% 

5-6% 60* 2% 13*4% 

6 * 1% 

1*5% 



1950-51 




4-95.36 

1.42.H 

2 6,37,52 1,50,08 50,82 Gross 

24,80 1,15,64 

9,78,86 

9^2,09 

Percentage 




49’9% 

14-2% 

64-1% 15% 

5*i% 

2 * 4% n*6% 

... 


1951-52 

* 

• 


5.67.84 

1.56,93 

7.24.77 1.65.59 

I9»79 

22,95 1.62,98 

10,96,08 

11,29,03 

Percentage 


• 


50-a% 

13-8% 

64% i 4 % 

(Net) 

1*7% 

2% H*4% 

... 

... 

1952-53 (Revised) . 


5.41.06 

1.34.95 

45.83 7.27.84 1,80,88 

20,81 

19,65 2,65,69 

12,14,87 

12,72,26 

Percentage 


. 


42-9% 

to-6% 

3*6%, 57*1% 14% 

(Net) 

1*6% 

1*5% '20*9% 










MEMORANDUM II 

General Note on Local Taxation 


1. In Assam, the following are the categories of local 
bodies: — 

(i) Municipal Boards and Town Committees, 

(ii) Local Boards, 

(iii) Village Panchayats. 

Comparative statements (Statements I and II) are ap¬ 
pended showing the total income and expenditure of the 
categories (i) and (ii) of the local bodies. The figures 
in respect of categories (i) and (ii) relate to the period 
-1946-47 to 1950-51. 

No figure in respect of category (iii) is available as 
they have not yet exercised their powers of taxation. 
Ever since the formation of the Village Panchayats, 
they are being financed by State contributions. 

It will be noticed from the statements that the Local 
Boards largely depend for their financial resources on 
grants-in-aid and contributions. Their tax-revenue is 
comparatively small. The Municipal Boards and Town 
Committees derive a large proportion of their income 
from tax-revenue and receive comparatively small 
amountts in the shape of grants-in-aid. It may also be 
noted that the Local Boards and the Municipal Boards 
are given loans when asked for specific purposes. 

2. The general trend in the income of the category 
(i) is upward with corresponding increase in expendi¬ 
ture. It will further be seen that the rise is striking in 
tax-revenue. In fact, there is a rise in income from all 
the tax sources. 

In so far as Local Boards are concerned, the total 
income during the period 1946-47 to 1948-49 shows 
rather gradual increase mainly due to the increase in 
the Government grants. There was a sharp decline in 
the income of the Boards (non-tax revenue) during the 
year 1949-50 largely for the reason that the responsibi¬ 
lities in the matter of Primary Education were made 
over to the School Boards and the grant given to the 
Boards for the said purpose has since been confined to 
the Secondary Education. It may also be noted here 
that it is in the immediate contemplation of the Govern¬ 
ment to make over the Secondary Schools (M, V. and 
M, E.) to the management of the School Boards and 
consequently the grants given for the purpose will be 
stopped. The Local Boards therefore will no longer 
have any responsibility to discharge in the matter of 
education. There is practically no change in the pattern 
of income and expenditure except for the fact that the 
Municipal Boards and the Local Boards are spending 
larger sums, of late, on water-supply and improvement 
of road communications, and that the cost of education 
under Local Boards has gone down. There does not ap¬ 
pear to be any other development programme in the 
matter of expenditure on these works. The Local Boards 
depend on the Government grants for the said purposes 
and the Municipal Boards meet their expenditure by 


taking loans from the Government. It is proposed to 
participate in the local development scheme sponsored 
by the Planning Commission on the basis of 40 per cent, 
contribution by Local Bodies. 

3. Taxation in category (i) is more broad based with 
wider scope and therefore the tax-revenue from the 
large proportion of income. The scope of taxation in 
the case of category (ii) is rather limited. Consequently 
the income from tax-revenue is small. 

No share of revenue from specific taxes levied and col¬ 
lected by the State Government is given to category (i). 
In the case of category (ii), the tax levied as ‘local rate’ 
and collected by the State Government is given to them. 

Both the categories (i) and (ii) receive grants-in-aid 
for specific and general purposes. 

None of the local bodies run commercial, transport 
and other undertakings. As such, no revenue is deriv¬ 
ed from any of these sources. 

4. The principal taxes of category (i) are propetry tax, 
service tax, tolls, tax* on professions and trades and tax 
on animals and vehicles: and in the case of category (ii) 
local rate, tolls on ferries and roads, tax on vehicles 
and animals and revenue from canals and bazars on Gov¬ 
ernment land. In either case there is an upward trend 
in income on account of improved receipts from taxa¬ 
tion. If the Local Bodies exploit fully their tax-powers, 
it is expected that larger income could be derived. 

5. In so far as the Municipal Boards are concerned, 
it is noticed that efforts have been made to increase tax 
revenue particularly from the general property tax by 
periodical revaluation but Local Boards generally do 
not seem to have made the same efforts. The maxi¬ 
mum rate for the ‘local rate’ as laid down in the Assam 
Local Hates Regulation is 2 annas 8 pies per rupee of 
annual value. All the Local Boards except Silchar 
Local Board have raised the local rate to 2 annas. The 
rate in Silcl}ar is only 1 anna 6 pies. 

6. The administration of the taxes rests with the Local 
Bodies under the general supervision of the State Gov¬ 
ernment particularly in the matter of assessment, The 
collection of the ‘local rate’ is done through the machi¬ 
nery of the State Government along with the collection 
of land revenue. 

The cost of tax administration is moderate. The effi¬ 
ciency in collection is generally low and the Boards 
seem to avoid taking effective measures in the realisa¬ 
tion of the taxes. The general tendency of the tax-pay¬ 
ers to avoid timely payment of the taxes is also an added 
handicap for the Boards. 

7. Different taxes have different set-ups and scopes, 
etc., for avoidance. They are dealt with under each se¬ 
parate tax in Memorandum IV, Group B. 

8. No comments. 


* These are iiceme fees on certain trades and professions. 

STATEMENT I 

Comparative Statement of income and expenditure of Municipal Boards and Town Committees in Assam 


Particulars x 


j 946-47 

1947-48 

1948-49 

1949-50 

i 950 - 5 > 

A.—General Information 

i. Number ......... 


22 

22 

22 

22 

23 

2 . Population • 

. 

2,33.505 

Rs. 

2.33.505 

Rs. 

2 . 37.941 

Rs. 

3,06,130 

Rs. 

3.81,754 

Rs. 

3. Total income from all sources (excluding Opening Balance, 
and Debt). 

extraordinary 

i 8 » 3 fM 34 

18,58,708 

22,90,165 

23,77.7°° 

27,52,027 

4. Total income from rates and taxes , 


8,86,931 

9,50,660 

n.79.538 

13,15,808 

15 , 24,307 

5. Per capita incidence of total income * 

« • • 

; 13 9 

7 *5 4 

9 9 11 

7 12 3 

7 3 4 

6 . Per capita incidence of income from taxes .... 


3 12 9 

4 t 2 

4*5 5 

4 1 7 

3 *5 *o 

6—1 T. E Com. (N.p .)55 












38 


Particulars 


1946-47 

1947-48 

1948-49 

1949.50 

I 95 0_ 5 I 

B. — Details of Income 







I—Tax Revenue— 


Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

(i) General Property Tax (Tax on houses and lands) * 


3 . 44.315 

3,62,458 

4.52.372 

4,96,804 

5.67.334 

(if) "Service Taxes*’ (Water, lighting, conservancy, etc.) 


4.78.5 1 9 

5.34.924 

6.39.779 

7,45,004 

8,86,532 

(w) Tolls (on roads, ferries and hats) ....... 


i »744 

1,866 

1,500 

5.544 

... 

(ip) Tax* on professions and trades ....... 


12,877 

12,880 

38,606 

26,470 

25,602 

(p) Tax on animals and vehicles ....... 


40,476 

38.532 

^47,281 

41,986 

44.839 

Total (Tax Revenue) 


8.86,931 

9,50,660 

”.79.538 

13.15.808 

15,27,304 

II. —Non-Tax Revenue— 







(a) Grants from Government— 

(i) For roads and buildings ........ 


... 

3 M 74 

32.485 

31,474 

28,352 

(ti) For educational purposes ........ 


80,156 

84.957 

1.06,259 

30,373 

27.453 

(Hi) For medical and public health purposes ..... 


10,082 

9,966 

17.516 

7,579 

10,444 

(ip) For other purposes ......... 


... 

1.73.159 

2.54.357 

1.52,981 

1,70,420 

Total (Grants from Government) 


4,05,683 

2.99.556 

4,10,617 

2,22,407 

2,36,679 

(b) Fees, fines, etc. .......... 


4 . 37 . I 7 ° 

4.83.152 

6.22,253 

6,33.472 

7,62,810 

(t) Miscellaneous 



1,25,340 

77.757 

2,06,013 

2.525,234 

Total (Non-Tax Revenue) 


9 . 49.503 

9,08,048 

11,10,627 

10,61,892 

12,24,723 

Grand Total (Income) 


18,36,434 

18,58,708 

22,90,165 

23.77.700 

27,52,027 

C. — Details of Expenditure 







(i) General Administration (including Collection Charges) 

(«) Public Health and Convenience—- 


1.67,255 

1,91,648 

2.13.543 

2.29.344 

2.75.3°! 

(a) Water Supply 


2.05,914 

1.67,193 

1.79.287 

6.35.437 

2,65,084 

(6) Drainage 


59.363 

50,757 

61.495 

77.935 

73.274 

(c) Conservancy, including road clearing and watering and latrines 


4.83.396 

4.20,927 

6,49,268 

6,75,605 

7,34,080 

(d) Charges on account of Health Officers and Sanitary Inspectors . 


20,381 

23,090 

25,298 

30,850 

34,565 

(tf) Hospitals and dispensaries 


40,615 

34.565 

40,163 

33 * 3 ! 9 

37,651 

(/) Plague charges ...... 


2.591 

1.798 

3.085 

2,949 

3 * 5*9 

(^) Vaccination # 


8,890 

10,634 

13,067 

14,586 

17.757 

(h) Other sanitary requirements ..... , 


17.430 

27,068 

23,028 

26,196 

22,986 

(in) Public Works— 







(a) Buildings . 


28,580 

20.537 

. 58.474 

52,873 

69,156 

(£) Roads ........ 


2,53,682 

2,43.782 

3.63.154 

5 , 40,953 

4,16,000 

(ip) Miscellaneous .......... 


5 . 6i * 95 6 

7.71,809 

7.44.927 

6,60,605 

8,05,620 

Total expenditure (excluding closing balance, extraordinary and debt) 


18,70,053 

19,49,488 

23.74.789 

29,80,652 

27.54.975 

♦These are license fees on certain trades and professions. 







STATEMENT H 






Comparative Statement of income and expenditure of the Local Boards in Assam 




Particulars 


1946.47 

1947-48 

1948-49 

1949.50 

1 950-5 1 

A ,— General Information 







i. Number 


15 

15 

15 

15 

15 

2, Population ...... 


... 

63,86,619 

64,18,061 

64,18,081 

72.53.851 



Rs. 

Rs, 

Rs. 

Rs. 

Rs. 

3. Total income from all sources (excluding opening balance, extraordinary 
and debt). 


50,17,166 

56,14,360 

68,57,821 

37 . 29.091 

52.16,493 

4 * Total income from rates and taxes ....... 


20,69,858 

18,86,429 

19,92,615 

21 , 75,497 

26,36,743 

5 , Per capita incidence from of total income ...... 


Rs.0-13- 

. 1-1-3 

Rs, 0-9*4 

Rs.0-11*6 

6. Per crptia incident of income from taxes . , , 

• 

Rs, 0-4-7 

RS.O-4-11 

Rs,o- 5-5 

Rs.Q-5-10 
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Particulars 



1946-47 

1947-48 

1948-49 

l 949 “ 5 ° 

* 950-51 

B,—Details of Income 

I—Tax Revenue— 

i. Local Rate . 



Rs. 

13 . 59 . 5 6 4 

Rs. 

13.07,854 

Rs. 

12,80,908 

Rs. 

13, 9 *.!209 

Rs. 

* 3 . 71.435 

2. Revenue from canals and bazars on Government lands 


3 , 32,642 

3,67,628 

4.32,558 

4,78,615 

6.41.535 

3. Toll on ferries and roads 

. 


2 , 16,449 

1,96,410 

1,86,236 

1,93.580 

1,72,812 

4. Tax on vehicles and animals . 

. 


1,57,080 

1,05,802 

99.789 

98,324 

3,50.691 

5. Other Miscellaneous receipts (conservancy) 

.. 


4.^3 

8.735 

3.124 

13.769 

... 


Total Tax Revenue 


20,69,858 

18,86,429 

19.92,615 

21.75.497 

26.36.743 

II. —Non-Tax Revenue— 

(a) Grants from Government—- 

(i) For education ..... 

/ 


14.13.765 

14 , 96,176 

19.11.265 

2,69,258 

2 , 73,513 

(it) For medical. 

. 


1 , 24,470 

1.40.983 

1,60,745 

I » 32 , 44 I 

i, 25»435 

(tit) For improvement of communication 

. 


6,85,203 

8,16,018 

15.69.584 

3 , 50.993 

14 . 44.599 

( iv ) For Scientific and other minor departments 

. 


5.656 

5.917 

4,000 

4,074 

*,519 

(i>) For other purposes .... 

. 


1 . 59.437 

1.44.763 

1,41,560 

i. 39 » 2 oi 

2,47,164 

Total (Grants from Government) 


33.88,531 

26,03,857 

37.87.154 

8,96,037 

20,92,230 

(b) Fees, fines, etc. . . 

(c) Other miscellaneous income J 

‘ 

♦ 

5 . 58.777 

11,24,074 

10,78,052 

6.57.557 

4,87,520 


Total (Non-tax Revenue) 

• 

39,47,308 

37 . 27.931 

48,65,206 

* 5 . 53.594 

25 , 79.750 

I. Administration ..... 

C.— Details of Expenditure 


2,28,872 

2,30,586 

1,92,368 

1,85,670 

2,68,428 

2. Education. 

. 


22,66,742 

a 4 . 37 .oi 5 

37.76.034 

10,63,112 

10,91,529 

3. Medical and Public Health 

™|g|| 


6,42,026 

6,52,196 

6,83,554 

6,98,630 

7,83,046 

4. Buildings ...... 


83,960 

65.589 

I. 75 . 3 H 

i,0o,ioo 

1,55,205 

5. Communications ..... 

. 


10,45,218 

10,02,937 

12,10,365 

*1,70*505 

13,82,969 

6. Water Supply ..... 



71.639 

2,05,766 

6,54.875 

6.23,743 

4,49.267 

7. Drainage ...... 

* 


3 » 3 °° 

24.955 

24,337 

10,670 

7.879 

8. Expenditure for other purposes . 



6 . 54 . 75 * 

6,09,213 

6,92.995 

6.64.337 

3 , 73*122 


Total Expenditure 


49 . 96 . 5 08 

52,28,257 

64,10,139 

45.96.767 

45 . 11.445 
















MEMORANDUM III 


Section I.—General Note on Land Revenue of land revenue* total tax revenue and total revenue) 

The total revenue receipts of the State (with figures for the period referred to are as follows 


Total tax Revenue (including 
Land Revenue) 

r -—^-\ 

Year Land Rc- Pure State Share of Central Taxes Total 




venue 

Tax r 

Income- 

tax 

-A-^Revenue 

Other 

Central 

taxes 



Trs. 

Trs. 

Trs. 

Trs. 

Trs. 

(.«) Before the World War II— 







• 933-34 . 

• 

. 1,10*70 

•,62,57 

1,72 

25 

*,99,06 

• 934-35 . 


. 1,18,11 

•,67,37 

3,23 

H 

2,13,22 

• 935 * 3 6 . 


. 1,25,30 

1,79,64 

2,56 • 

12 

2,30,42 

• 936-37 . 


* *,29,76 

1,86,60 

3 .>6 

7 

2,47,88 

• 937-38 .- ■ 


* i,zi ,33 

L 79 , 6 i 

2 , 5 ° 

11,82 

2,63,87 

• 938-39 . 


. 1,12,64 

1,71,12 

3,00 

n, 7 o 

2 , 54,23 

(«) During the War ending upto 1945-46 (inclusive)— 







1939-40 . ; 

* 

■ i, 3 6 ,90 

L 97>79 

5.58 

* 3,39 

2,88,10 

194041.e” 

SJSfl • 

* 1 , 23,35 

2,20,60 

8,32 

* 0,59 

3,18,72 

J 94 i -42 . ; vA- 


. 1,21,01 

2,01,12 

14,78 

12,48 

3,18,96 

194^-43 . 


■ ‘,58,89 

2 , 49,90 

2I,8o 

9.64 

3,82,47 

•943-44 . 

• 

■ 1 , 65,53 

3 , 22,94 

39,00 

1 i,oi 

5 , 15,87 

1 944*45 ♦ . . 

1 1 

• >,65,40 

3 , 69,13 

53 d 2 

*L 45 

6,20,89 

‘ 945-46 . 

(tii) From 1946-47 upto the present day — 


• ‘, 74,19 

3,67,50 

57,50 

IL 34 

' 6,47,84 

• 946-47 . 

. 

• ‘,79,46 

3 , 53,06 

39,74 

20,08 

7,12,48 

• 947-48 . 


• 1 , 76,27 

3 , 49,60 

89,22 

44 , 10 

7,11,86 

• 948-49 . 

* 

< 1,67,5a 

3 , 9 L 35 

i, 37,37 

43,90 

0,86,92 

1949*50 . 

• 

• 1 , 71,39 

4,30,03 

‘,39.36 

58,08 

10,22,91 

* 950-51 . 


• >,89,64 

4 , 95,36 

‘,42 ,‘4 

3 

9,78,86 

I 95 I " 5 3 

(Revised) 

1952-53 ■ ■ * 


• 1,81,47 

• ', 72,33 

5,67,64 

5 , 47 ,o 6 

* % 

1,56,93 

1 , 34,95 

45,83 

10,96,08 

12,14,87 



2*02*61 

(actual) 





From the statement above, it will appear that the 
land revenue during the period before the World War 
II was more or less static. But there was a gradual ten- 
dency towards increase during the period from 1939-40 
(after the World War) upto 1945-46. The land revenue 
during the years 1940-41 and 1941-42 was on the de¬ 
crease, This was mainly due to the fact that during 
these two years there was a general unrest in the State 
due to the Civil Disobedience Movement which was at 
its height. From 1942-43 there was again a steady gra¬ 
dual rise culminating in 1945-46. Normalcy was gra¬ 
dually restored and the effect of the Resettlement ope¬ 
rations resulting in the increase of revenue in many 
districts was fully achieved. During this period the 
prices of agricultural products were on the increase 
and the inflation brought about by the War helped the 
cultivators to make a good profit out of their produce. 

During the period from 1946-47 upto present day the 
inflation continued and there was a steady rise in the 
collection of revenue. The revenue also increased due 
to settlement of waste lands all over the State. 


During this period as a result of the Grow More Food 
Drive people tried to cultivate as much land as possible 
and there was a drive on the part of the Government 
to accommodate the landless people with land. To 
achieve this end Government had to tap all the available 
resources. They opened up Professional Grazing Re¬ 
serves and Village Grazing Reserves, Dereserved For¬ 
est Reserves, requisitioned surplus land from Tea Gar¬ 
dens and settled the land with the landless cultivators. 
During the later part of this period there was a heavy 
influx of displaced persons and they had to be accom¬ 
modated with lands—both waste land's and lands 
requisitioned from Tea Gardens, With a view to 
increase the revenue of the State the Waste Land 
Grants held by the Tea Gardens mostly by Europeans, 
revenue free, were assessed to revenue under the Assam 
Revenue Free Waste Land Grants Act. All these fac¬ 
tors combined and brought about an increase of re¬ 
venue by Rs. 22,61,000 in 1952-53 as compared with 
1946-47, 
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2A. Regarding the break-up of land revenue receipts 
as envisaged in (i) and (ii) no figure is readily avail¬ 
able. As regards (iii) the break-up is given below: — 


Figures for 1950-51 



Number of Area in 

Revenue 


Estates 

acres 

Rs. 

I. Permanently Settled . 

5,081 

1*701,627 

34.388 

2. Temporarily Settled— * 

(t) Annually Settled . 

6 , 77.379 

1,756,200 

32.43.518 

(ii) Periodically Settled 

8 . 49.275 

3,049,904 

79,61,702 

(iii) Khiraj (fully assessed) . 

15,26,654 

4,806,104 

112,05,220 

(. iv ) Nisf-Khiraj 

61,23 

187,648 

2,20,764 

(jy) Special settlements 

235 

318,224 

2,62,891 

(ar) Town lands* . , 

I 7 .I 44 

28,589 

3,73,628 

(oii) Waste Land Grants ♦ 

1,784 

91L225 

19,80,686 


From the above break-up it will appear that a con¬ 
siderably large area of annually settled lands is yield¬ 
ing quite a big amount of revenue. These annual lands 
according to the law of the State, confers on the Set¬ 
tlement holder only the right of user during the year 
Of issue of the lease but confers no right of inheri¬ 
tance beyond that year, or of transfer, though the set¬ 
tlement holder has the prior right of renewal on the 
expiry of the lease. 

According to rules when these lands become perman¬ 
ently cropped and are properly surveyed and demarcat¬ 
ed the annual leases are to be converted to periodic 
leases which confer transferable and heritable rights. 

B. The major portion of the area in the State is set¬ 
tled under the system commonly known as Ryotwari 
system under which the actual tillers of the soil hold 
land directly under the Government without the inter¬ 
vention of middlemen. Under the system the land re¬ 
venue is fixed for a certain period only on the ex¬ 
piry of which the land is reclassified, reassessed and re¬ 
settled. Normally, the lands are resettled with the pre¬ 
vious settlement holders but the assessment is altered. 
The period of such settlement is generally 30 years. 
There is, however, a limit beyond which the land reve¬ 
nue of a holding cannot be increased under the Assam 
Land Revenue Re-Assessment Act, 1936. The increase 
of revenue is restricted to (i) 10 per cent* of the gross 
produce of a group, (ii) 40 per cent, of the former in¬ 
cidence of revenue in case of an established village, (iii) 
24 per cent, of the former incidence of revenue in case 
of a class of estates, or entire area notified for settle¬ 
ment, except in case of the areas that are held on 
concessional terms immediately bofore re-settlement. 

3- The land tenures in the State can broadly be divid¬ 
ed into two categories viz., (i) Permanently Settled Es¬ 
tates (mainly Goalpara District and Karimganj Subdi¬ 
vision of the Cachar District) and (ii) Temporarily Set¬ 
tled Estates. The main tenures in respect of the tem¬ 
porarily settled districts are as follows: — 

(i) Lakhiraj (Revenue free). 

(ii) Free Simple Grants. 

(iii) Nisf-khiraj Estates (half revenue paying). 


able and Government have therefore enacted the Assess¬ 
ment of Revenue Free Waste Lands Grants Act, under 
which all such revenue free waste land grants have 
been assessed to revenue. 

For the protection of backward classes measures 
were adopted which found expression in the form of 
a new Chapter added to the Assam Land and Revenue 
Regulation by the Land Revenue Amendment Act of 
1947 (Assam Act XII of 1947) and necessary rules fram¬ 
ed thereunder. As a result of this, 27 tribal Belts and 
Blocks have since been constituted in all the plains 
districts of the Brahmaputra Valley and they cover 
among them an area of about 15 lakh acres. A few 
more belts or blocks are being constituted within a short 
period. The Tribal Belts and Blocks lie mostly 
in sub-montane areas and are predominantly inhabited 
by Tribals, Backward classes and ex-tea garden labour¬ 
ers with sprinklings of other advanced communities and 
even of immigrant Muslims from East Bengal here and 
there. In the settlement of lands in these Belts and 
Blocks preference in general, is to be given to Tribals 
and Backward classes and to others whose mode of life, 
religion and habits and customs are akin to tribals. 

With a view to solve the problem of landless cultiva¬ 
tors of the State, the Government adopted a resolution 
in 1945 that waste lands should be settled with the 
actual cultivators of the soil and indigenous people as 
well as immigrants who came before 1938, Settlement 
was to be made on the written application only; and 
no land was to be settled with any family beyond an 
economic holding which was fixed at 20 bighas for a 
family of 5 members or less and at 30 bighas per family 
in other cases. The cultivable waste land available 
in the State was however found to be too inadequate 
to meet the growing demand of the landless cultivator 
families which in 1950 were estimated at 1,86,000. The 
problem was all the more accentuated by the influx of 
a large number of displaced persons into the State from 
East Bengal, Government had therefore to introduce 
an Act, namely the Assam Land (Requisition and Acqui¬ 
sition) Act under which the surplus unutilised waste 
lands in the tea gardens and similar other grants were 
requisitioned and allotted to the needy cultivators in¬ 
cluding the refugees. Even by this method it was found 
that sufficient lands were not available to solve the 
problem. The Government therefore had to open up 
the Professional Grazing Reserves and Village Grazing 
Reserves and to dereserve Reserved Forests wherever 
possible and to allot land thereof to the cultivators. In 
pursuance of its Policy of direct settlement of land with 
actual cultivators by elimination of Zamindars Govern¬ 
ment have enacted the Assam State Acquisition of 
Zamindaris Act on the lines adopted in other States of 
the Union. Government are contemplating to give 
effect to this Act as early as possible. 

Several Zamindary Estates of the State are now 
under the management of Government under the Court 
ment have enacted the Assam State Acquisition ol 
ment, indebtedness of these Estates is being gradually 
liquidated and the Estates have developed both in res¬ 
pect of production and revenue. 


Government are encouraging cultivation on collective 
basis and in the matter of settlement of waste lands 
preference is given to groups of cultivators forming co¬ 
operatives. In several cases these co-operative groups 
have been rendered monetary help in the form of agri¬ 
cultural loan, etc. 


(it?) Khiraj (full revenue paying)— 

(a) Periodic, 

(b) Annual, 

There are other tenures (Special) also, the areas under 
which are not considerable and hence these have been 
left out of discussion here. 


With a view to safeguard the interests of tenants, 
against increase of rent, ejection, etc., the following 
Tenancy Acts have been promulgated :— 


it) The Sylhet Tenancy Act, 1936, (ii) The Goalpa 
Tenancy Act, 1928, (iii) The Assam (Temporarily Sc 
tied Districts) Tenancy Act, 1935. Besides these to saf 
guard the interests of the Adhiars who occupy lan< 
under land owners on crop sharing basis the Adhiai 
Protection Act has been enacted. From the early yea 
of their rule the British Government bagan to e 
courage Capitalist Agriculture in tea. Grants of va 
areas of lands were sold in perpetuity, revenue fr€ 
for a nominal sum of Rs. 2-8-0 to Rs. 10 per acre. T 
1948, 4i lakhs of acres of such lands were held revem 
free. These unusual favours encouraged speculation ar 
many a concern took advantage of these virtual fri 
gifts and held lands, in the hope of future gain whi 
land hungry poor tillers of the soil were going abeggir 
for land. This was considered inequitable and unjust! 


From experiences it has been found that poor culti¬ 
vators who are allotted waste lands covered with tree 
jungles cannot reclaim the same for want of means. Gov¬ 
ernment have therefore taken up certain projects as for 
example in KAKI to reclaim the lands by mechanised 
means before allotment and to settle the lands with 
deserving cultivators on premium basis. 


These are some of the main features of land reforms 
and policies adopted by Government leading up to the 
present stage. The effect of ail these have been that a 
large number of poor landless cultivators have been 
settled on lands and the food production has been gra¬ 
dually increasing. There are yet considerable areas in the 
State which are not taken up at present and can be made 
cultivable if Government can adequately reclaim them 
Such area will amount roughly to 8,00,000 acres and 
are generally situated in the foot of the Himalayas. 
These areas are strewn over with boulders and are 
subject to vagaries of the hills streams. The areas are 
generally unhealthy and without any communication. 
It is definitely beyond the means of poor cultivators 
to reclaim these areas, The State Government cannot 
reclaim these areas with their small resources. Crores 
and crores of rupees will have to be spent in reclaim¬ 
ing these areas. But once these areas are reclaimed 
the land problem in the State is likely to be solved to 
a great extent. This would be possible only if the Cen¬ 
tral Government come up with adequate help. 
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4. As has been observed before, the main feature of 
the Revenue Code of the State is the Ryotwari System 
with periodic reassessment of the holdings held by the 
Kyots directly under the Government. The Land Re¬ 
venue Regulation and the various Tenancy Acts refer¬ 
red to before together with the Land Revenue Reassess¬ 
ment Act and the rules framed under these Acts from 
the main structure of the land revenue code of the 
State. The peculiarity of the land revenue system of 
the State is that almost all the people in the State are 
land holders, holding lands directly under Government. 
Big land owners are few and far between. 

5, A major portion of the district of Goalpara and 
Karimganj Sub-division of the Cachar District are per¬ 
manently settled. These yield to the State Exchequer 
an annual revenue in the vicinity of Rs. 34,388. Gov¬ 
ernment have already enacted the Assam State Acquisi¬ 
tion of Zamindaris Act for the elimination of interme¬ 
diary elements and with a view to preparing the ground 
for introduction of Ryotwari Tenure in those areas. 

Other plains districts of the State, viz., Lakhimpur, 
Darrang, Nowgong, Sibsagar, Kamrup and a major por¬ 
tion of Cachar are temporarily settled under the system 
known as Ryotwari system. Under this system the land 
is held by the settlement holder directly under Govern¬ 
ment and the land revenue is fixed for a specified period 
ordinarily for 30 years, on the expiry of which it is re¬ 
classified, reassessed and resettled, of course, with the 
previous settlement holders. There are limitations to 
the increase of land revenue as specified in item ‘B’ 
above. 

The reassessment of areas other than town lands is 
based on the principle popularly known as “soil unit 
system”. In this the net relative productivity of each 
class of land is expressed by a numerical factor; this 
figure is taken to represent the number of what is cal¬ 
led “soil unit” in each bigha (or other standard of mea¬ 
sure) of the particular class of land. Consequently if 
the area of any class is' multiplied by its factor the 
product is the number of soil units in that area. In 
ascertaining the incidence of existing demand in a parti¬ 
cular village it is evident that the incidence on the soil 
units or as it is called the unit incidence will be a much 
better criterion of revenue pressure than the incidence 
on the acre or bigha which makes no allowance for 
differentiation of soils. But the usefulness of this sys¬ 
tem is appreciated much more when it is a question of 
settling the rate to be imposed, for the determination of 
the percentage of increase or decrease per acre will not 
in any way indicate the percentage of increase or de¬ 
crease in soil rates which should be imposed to pro¬ 
duce the result aimed at. For example, if there 
are soil classes a, b, and c, the factors of which 
are 20, 10 and 5, the number of soil units in a bigha 
of each class is 20, 10 and 5 respectively and if there 
are 100 bighas of a, 260 bighas of b, and 1,000 bighas 
of c, in a village the revenue of which is Rs. 480 the 
unit incidence is obtained as follows: — 



Bighas 


Soil Units 

Units Incidence 

IOO X 20 

260 X IO 

♦ * * 

: 

• 2,000 

. 2,600 

480 x 16 

I,OOOX5 

. 

♦ 

5,000 

9,600 

Rs. 9,600 

— ■8o annas 


If now it is determined to enhance the revenue of the 
village by 25 per cent, the new bigha rate for each soil 
class will be ascertained by multiplying the number of 
soil units in a bigha or in other words the factor of each 
class by the new village rate, which in this case will 
be 1 "00, thus the bigha rates of classes a, b and c will 
be Re. 1-4-0, annas 10 and annas 5 respectively. A num¬ 
ber of villages in which conditions are as homogeneous 
as possible is made into a group and the unit incidence 
in the group is ascertained in the same way. The group 
is then rated as a whole by locally investigating vari¬ 
ous factors which throw light upon the pressure of its 
existing assessments, amongst these are— 

(a) The existing assessment, 

(b) the economic condition of the people, 

( c ) the increase or decrease of population, 

( d ) communication, 

(e) price and trade, and 

(/) rates of rents, etc. 

The group rate thus determined, is used as a guide 
for fixing the unit rates of individual villages having re¬ 
gard to their superiority or inferiority as compared with 
the average village of the group. The assessment of town 
lands has been of increasing importance in the State 
within the last quarter of a century. Originally the only 


lands which could be called towns were the various dis¬ 
tricts and sub-divisional headquarters. At first it was not 
considered necessary to frame separate rules for the 
assessment of town lands and until 1897 assessment 
continued to be made under the executive orders of the 
Commissioner. Rules were first framed in 1897 and 
then revised. Under the provision of those rules town 
lands are re-assessed at a fair and equitable rate in 
accordance with the principles laid down in the Assam 
Land Revenue Reassessment Act, 1936. The land is 
classified mainly into three classes, viz., (a) Agricultural, 
(b) Residential and (c) Trade sites, the enhanced rates 
for which are not allowed to exceed 7£ per cent., 25 
per cent, and 50 per cent., respectively of the annual 
letting value of the land. 

6. The following shows the calendar for the re-set- 
tlemcnt or re-assessment operations in different districts 
of Assam: — 


Resettlement Calendar 



Resettle¬ 

Term ex¬ 

Resettle¬ 


ment due 

tended up 
to— 

ment Ull 
dertaken 

1, General Resettlement— 

(i) Cachar (excluding Sil- 

1938 

1948 

1948 

char town and Karim¬ 
ganj portion). 

(it) Kamrup 

1957-58 

.... 

... 

(in) Darrang 

1961-62 

... 

... 

(*’y) Nowgong , 

1960-61 

... 

... 

(t/) Sibsagar 

1957-58 


... 

(w) Lakhimpur . 

1963-64 

... 


(vii) Goalpara (temporarily 

1945 

*954 

... 

settled areas 

2. Immature areas under re¬ 
settlement— 

(i) Kamrup ♦ 

1943 

1950 

1950 

(ii) Darrang 

1947 

*950 

1950 

(fc) Nowgong , 

1946 

1050 

* 95 ° 

(it?) Sibsagar 

1942 

1950 

1950 

3. Town lands under re-settle 
rnent— 

(z) Kamrup 

1941 

1948 

(Since 

1948 

completed) 

(it) Darrang , 

1942 

* 95 *> 

> 95 ° 

(m) Nowgong . 

1946-47 

1950 

1950 

(it?) Sibsagar 

1942 

*950 

1950 


I 934 ') 

*954 

J 953 

(t;) Lakhimpur . 

1943 f 

1944J 

(Proposed) 


From the statement it would appear that the re-settle¬ 
ment of certain districts could not be undertaken when 
it was due. This was mainly due to the War and its 
effects. The period of existing settlement had to be 
extended at the existing rates of revenue. It is not pos¬ 
sible to say off-hand if all these settlements would lead 
to a general increase in the land revenue in every case 
without verifying the circumstances and conditions of 
each of the assessment groups of the districts. It is 
however expected that on the whole there would be 
an increase in the land revenue though it may not be 
possible to specify the extent. Government are con¬ 
templating to take up the resettlement of the remaining 
districts falling due in time. The resettlement of the 
district of Cachar is drawing to a close which shows 
an enhancement of revenue to the tune of Rs. 3,00,000 
approximately. There are certain difficulties in under¬ 
taking the resettlement operations due to non-availability 
of sufficient number of trained personnel, etc., but it is 
hoped that these difficulties will admit of solutions* 

As regards merged areas arrangements have been 
made to effect survey and settlement of the areas that 
have been taken away from Balipara and Tirap Fron¬ 
tier Tracts and merged in Assam. The magnitude of 
the problem does not appear to be very great 

7. The Zamindars in Assam realise about 35 lakhs of 
rupees out of which only about Rs. 34,000 are paid to 
the Government, When records of rights are prepared 
the revenue would go up considerably and Government 
hope to pay necessary compensation to the Zamindars 
from this increased revenue without the necessity of 
taxing the cultivators. As payment of compensation is to 
be spread over a period of 20 years, it is hoped that this 
will not present a difficult problem to the Government 







43 


8. Government are trying to introduce Co-operative 
farming in the State and it is too early to comment on 
this. No concessions have yet been given to co-opera¬ 
tive farms apart from some preference in the settlement 
of land. The uneconomic size of holdings and parti¬ 
cularly fragmentation of agricultural holdings are res¬ 
ponsible to a great extent for the heavy rural indebted¬ 
ness. Section 36 of the Assam Rural Panchayat Act, 
1948, provides for prevention of fragmentation. A pan¬ 
chayat by a two-third majority can decide that no land 
within its jurisdiction should be transferred by any one 
so as to create a fragment of less than 12 bighas. Even 
share-holders may not be allowed to partition so as to 
make a holding of less than 12 bighas. In case of less 
land and more share-holders, the Panchayat can fix a 
money compensation to the non-recipient share-hold¬ 
ers. Till the compensation is paid those share-holders 
are entitled to a share of the produce^ Further, this sec¬ 
tion prohibits transfer of land to norv-residents of Pan¬ 
chayat areas without sanction of the Panchayat. This 
may prevent acquisition of land in rural areas by town 
dwellers. During the first two years under the Five- 
Year Plan, a number of Panchayats has been started 
throughout the State. 

9. During the last few years this State has experi¬ 
enced heavy odds due to natural calamities like earth¬ 
quake, flood, etc., as a result of which vast tracts of 
land have been damaged or rendered unfit for culti¬ 
vation or have greatly deteriorated in its productive 
value. As a result Government have had to forego a 
large amount of revenue in the form of remission. 

10. As has already been observed there is provision 
in the Land Revenue Regulation to suspend or remit 
land revenue due to wide-spread natural calamities or 
due to individual calamities. The effect of such remis¬ 
sion during the last few years for reasons stated above 
has been the loss of revenue to a considerable extent 
and delay in collection of revenue. The following figu¬ 
res will show the amount of revenue that has already 
been remitted: — 


Revenue and Local Rate 


Rs. a. p. 

1950.. 33*671 14 0 

igrjl . . . . . . . 88,621 1 O 

1952 ♦ 85,564 11 o 


Besides proposals for remission of revenue to the ex¬ 
tent of several lacs are still under consideration. 

11. The main land cess in the State is the local rate, 
which is realisable at the rate of Annas 0-2-8 pies (maxi¬ 
mum) per rupee of the annual value of land as contem¬ 
plated under the Local Rates Regulation, 1879. The 
proceeds of this Local Hate are allocated to Local Boards 
and Village Panchayats in consolidated sums in aid of 
their revenues. 

12. Lands, in a rural area used as agricultural land 
when converted to a non-agricultural use is re-assessed 
to a revenue which may equal to a maximum of 10 
times the existing revenue of the land. When an agri¬ 
cultural rural area is included in or converted to an ur¬ 
ban area the revenue assessed on the land continues un¬ 
changed till the expiry of the term of the Settlement 
but on the expiry of the term of the settlement such 
areas are re-assessed at the rate prevailing in that urban 
area. 

The non-agricultural lands in urban areas are assess¬ 
ed much higher than the agricultural land either in the 
urban area or in the rural area. 

13. The hierarchy of the Revenue Administration of 
the State is given as follows: — 

(1) Mandals or Patwaris.—' They are the custodian of 
records for the upkeep and maintenance of which they 
are responsible. Their duty is to survey and assess 


newly taken up lands and to exclude from the revenue 
rolJ lands that have been relinquishd. Thy are in charge 
of Lots consisting of 5 to 10 villages generally. 

(2) Supervisor Kanungos. —They are in charge of 10 
to 15 mandals or patwaris and their duty is to super¬ 
vise the wc^k of the mandals or patwaris, 

(3) Sub-Deputy Collectors —-They are in charge of cir¬ 
cles consisting of generally 20 to 30 Lots. Under each 
Sub-Deputy Collector there are 2 to 3 Supervisor Kanun¬ 
gos. His main function as a Revenue Officer is to ad¬ 
minister the land records work to effect the changes in 
the ownership of land by registering their names etc., 
and to see that no land escapes assessment. 

(4) Sub-divisional Officers. —They are, in general, ad¬ 
ministrators of the land revenue and land records works 
in each sub-division. 

(5) Deputy Commissioners. —They are in charge of 
the Revenue Administration of the entire district. 

(6) Commissioner. —The post of the Commissioner 
which was abolished in 1947 has since been revived. 
He is in-charge of the Revenue Administration of the 
whole of the State and controls and guides the Deputy 
Commissioners in the proper management of land re¬ 
venue administration. 

(7) Government in the Revenue Department. —They 
are the final authority in the revenue administration 
who dictate policies and control their officers. To see 
that the land records work is properly carried on there 
is the Director of Land Records and Surveys whose 
function is to help the Government in due discharge of 
their duty in regard to land records administration. He 
is assisted by an Assistant to the Director of Land Re¬ 
cords whose function is to help him in the Land Re- 
cords, work and Deputy Director of Surveys whose 
function is to help him in survey matters. 

For the resettlement of a district a Settlement Officer 
is appointed having all the relevant powers of a Deputy 
Commissioner as contemplated in the Assam Land Re¬ 
venue Regulation and is assisted by a number of 
Assistant Settlement Officers and Land Records Staff. 
The Director of Land Records and Surveys exercises 
control over the Settlement Officers. After the conclu¬ 
sion of the resettlement operation the Deputy Commis¬ 
sioner exercises all the functions of the Settlement 
Officers and Circle Sub-Deputy Collectors exercise the 
powers of the Assistant Settlement Officers, Appeals 
against the order of Assistant Settlement Officers lie to 
Settlement Officers and that against the Settlement Offi¬ 
cers to the High Court. 

The revenue is collected by a class of officers known 
as mauzadars. Annual land revenue rolls are made 
over to them by the Deputy Commissioners and they 
effect the collection on commission ba£is. The mauza¬ 
dars get commission at the rate of 10 per cent, upto 
Rs. 20,000 if they can satisfy the demand by 30th June, 
and upto Rs. 15,000 if they cannot satisfy their demand 
by that date and at the rate of 5 per cent, on the re¬ 
maining sum. The cost of collection therefore is gene¬ 
rally well within 10 per cent, of the total land revenue 
receipts. But in the district of Cachar revenue is collec¬ 
ted by the Circle Officers who function as Tahsildars 
for this purpose. 

14. Appeals against an assessment order of an Assis¬ 
tant Settlement Officer lie to the Settlement Officer and 
there is no appeal against the order of the Settlement 
Officer. Civil Court exercises no jurisdiction over the 
matter of assessment. Government by their inherent 
powers can exercise control over the action of the 
Settlement Officer, 

15. Due to the natural calamities as has been stated 
before huge arrears have accumulated in recent years 
and unless and until normalcy is restored there is 
very little hope of realising those arrears. 

16. Nil, 





MEMORANDUM IV 

Notes on Individual Taxes 


A—State (and allied Local) Taxes 


SALES TAX (GENERAL) 

[The Assam Sales Tax Act, 1947 (Assam Act 
XVII of 1947) ] 

Section I-Factual Background 

Introductory 

The question of imposing a tax on the sale of goods 
in Assam was considered from time to time and two 
legislative measures—the Assam Sales of Motor Spirit 
and Lubricants Taxation Act, 1939 (Assam Act IV of 
1939) and the Assam Sales Tax Act, 1939 (Assam Act 
V of 1939)—were adopted as far back as 1939 with the 
object to levy a “selective’' tax on the sale of certain 
goods. The second measure intended the levy of the tax 
on retail sales of such specified articles of luxury as 
Motor Cars, Motor Cycles, Radios and Wireless sets. 
In the absence, however, of a siniilar legislation in the 
neighbouring State (then the Province of Bengal) and 
in view of a possible exodus from Assam of the trade 
in these articles, the Act was not enforced and remained 
non-effective. 


ance or transfer of a business or on cancellation of 
registration certificate, and other consequential 
amendments. The objects of the third amend¬ 
ment by the Assam Sales Tax (Amendment) Act, 1951 
(Assam Act IV of 1951)—copy enclosed, were to bring 
the Act in line with, the Constitution of India and to 
prevent leackage of revenue. The Assam Sales Tax 
(Amendment) Act, 1952 (Assam Act XII of 1952) 
copy enclosed—amended the parent Act for the fourth 
time, the objects being to (a) provide for submission of 
returns and collection of tax with reference to the finan¬ 
cial year for purpose of uniformity and administrative 
convenience, (b) clarify existing provisions and (c) check 
evasions. 


In view of a recent judgment of the Hon’ble Assam 
High Court having the effect of restricting admissibility 
of references under Section 32, the question of amend¬ 
ing the section to provide for larger rights to aggrieved 
parties is under consideration. The question of adding 
to the existing classification of goods under “Luxury” 
and “Others” by a third category “Special”—with a 
still higher rate is also under examination with the ob¬ 
ject of raising additional revenue. 


The question of subtituting this non-effective Act by 
another on the model of the Bengal Finance (Sales Tax) 
Act, 1941 (Bengal Act VI of 1941) came to the fore¬ 
front in 1941 as a measure both of raising revenue and 
combating inflation. As a result of the discussion on 
the subject, the imposition of a Sales Tax in Assam 
was considered a distinct possibility and it was even¬ 
tually decided to place an officer on special duty to study 
the operation of relevant legislation elsewhere and to 
draw up a scheme for Assam, An officer was placed on 
special duty in November, 1945 and he submitted a 
scheme in February, 1946 including a draft Bill. The 
scheme and the draft Bill thus submitted finally emerg¬ 
ed in the shape of the Assam Sales Tax Act, 1947 (Assam 
Act XVII of 1947) copy enclosed. It was enforced with 
effect from 24th December, 1947 and the liability to pay 
tax thereunder was started from 1st February, 1948. It 
is in operation with amendments from time to time. 


1. Summary of main features. —The Act levies a tax 
on the sale of goods generally except those specially 
exempted. It provides for (a) exemption of a large 
variety of goods (Sections 6 and 7), (b) registration of 
dealers with a minimum gross turnover (“taxable quan¬ 
tum”) or over (Section 9), (c) tax free purchases by one 
registered dealer from another for resale (Section 15), 
(d) classification of taxable goods under “Luxury” and 
“Others” and taxation at different rates (Section 4 and 
Schedule II), (e) single point levy (Sections 5, 9 and 15), 
(f) assessment on and collection from registered dealers 
at the retail end (Section 5), (g) determination of the 
extent of liability on net turnovers after statutory 
deductions from gross turnovers (Section 15), (h) ad¬ 
vance payment of tax on the basis of returns submitt¬ 
ed (Sections 34) and (i) redress against assessments in 
the forms of appeals, revisions and references (Sections 
30, 31 and 32). In addition to these features and to 
plug possible holes in the system of revenue protec¬ 
tion arising from the practice of even small dealers 
(not ordinarily liable to registration) obtaining goods 
from outside for sale in the State, the Act incorporates 
a special provision in Section 29. Another special 
feature of the Act was to extend the meaning of ‘sale’ 
by means of the legal friction in the Explanation (since 
amended) under Section 2(12). 


2. Amendments made and under consideration. —The 
Act originally levied the tax at nine pies in the rupee 
for “Luxury goods” and at six pies in the rupee for 
“other goods”. The rate of nine pies was raised to one 
anna from 1st April, 1949 by the Assam Sales Tax 
(Amendment) Act, 1949 (Assam Act IV of 1949)— 
copy enclosed, the objects being to fall in the line with 
the recommendation of the Finance Ministers* Confer¬ 
ence of 1948 where uniformity of rate was stressed and 
to raise additional revenue. The Act was again amend¬ 
ed with effect from 1st April, 1950 by the Assam Sales 
Tax (Amendment) Act, 1950 (Assam Act VI of 1950) 
—copy enclosed—to (a) clarify doubts as to the liabi¬ 
lity of Government Departments carrying on commer¬ 
cial undertakings to register and pay tax and to spe¬ 
cify the liability in cases involving transfer of busi¬ 
ness, (b) reduce the “Taxable quantum” from 
Rs. 10,000 to Rs. 7,500 because of the small volume of 
trade In the State and (c) provide for liability on the 
stocks of goods remaining unsold on the discontinu¬ 


3, Rate of Levy and Exemptions. —There are two rates 
—Special and .Ordinary—at One anna and Six pies in 
the rupee respectively for “Luxury” and “Other” goods. 
This distinction is accounted for by the need to lighten 
the burden of taxation on the sale of common goods 
apd on consumers of the lower income group. The ori¬ 
ginal rate of Nine pies for “Luxury” goods was raised 
by the Assam Sales Tax (Amendment) Act, 1949 (Assam 
Act IV of 1949) for the reasons stated under item 2 above. 
The effect of the change must have been an increase 
of revenue but the extent cannot be readily ascertained. 

Exemptions are covered by Sections 6 and 7 of the 
Act. Exemption under Section 7 and the changes from 
time to time are set out in Annexure 1. The principles 
generally underlying the exemptions and the changes 
from time to time are (a) avoidance of double taxation, 
(b) exclusion of the bare necessities of life, (c) aiding 
agricultures and industries, particularly cottage indus¬ 
tries, (d) advancing literacy and ( e ) giving relief to 
sufferers from unprecedented natural calamities. The 
loss of State revenue from the exemptions is not as¬ 
certainable. 

4. Administrative set up—The administration of the 

Act, along with other taxation measures, rests with the 
Taxation Department. The Department was originally 
started in June, 1947 with a skeleton staff for the admi¬ 
nistration of this Act but later on, it was also entrus¬ 
ted with the administration of 3 other taxation measures 
(The Assam Professions, Trades, Callings and Employ¬ 
ments Taxation Act, the Assam Sales of Motor Spirit 
and Lubricants Taxation Act and Assam Amusements 
and Betting Tax Act). f 

The Department operates through 8 Unit offices under 
the control, direction and supervision of the Apex Office. 
Each Unit Office is in-charge of a Superintendent of 
Taxes who exercises territorial jurisdiction over an 
area corresponding generally with a revenue district. 
He is normally assisted by Inspectors and Sub-Inspec¬ 
tors of Taxes. At times these offices are strengthened 
where necessary, by the addition of Superintendents] 
Inspectors and Sub-Inspectors, etc., to cope with any 
heavy pressure of work. The field staff at district level 
is composed of the above categories of offices and the 
Superintendents are responsible for both assessment 
and collection. 

The Apex Office, at the Directorate level, is incharge 
of a part-time Commissioner of Taxes assisted by two 
Assistant Commissioners, one being part-time. The Com¬ 
missioner is responsible for general supervision and ad¬ 
ministration of the Department besides disposing of Re¬ 
visions and Requests for References. Of the two Assis¬ 
tant Commissioners, the whole-time one is the appellate 
authority and both are engaged in the inspection and 
supervision of the Unit Offices. The total sanctioned 
strength of employees in the Department is shown bv 
categories, in Annexure II. y 

The £ pex i s under the administrative control 

of the Government in the Department of Finance (Taxa¬ 
tion Branch). This Department is headed by the Finance 
Secretary who exercises control at the Secretariat level 
He is assisted by a Deputy Secretary and Under 
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5. Cost of administration , etc .—The cost of collection 
of the tax as compared with receipts cannot be separate¬ 
ly assessed as no separate agency is used for the pur¬ 
pose. Even if it were possible to do so, it would not 
represent the actual, because collections under Section 
36(3) are made by the Collector of the District and the 
cost thereof is met from his budget. It can neither be 
ascertained nor separated. Again, as the same agency 
is also employed for the administration of other taxa¬ 
tion measures, it is not possible to assess the cost of ad¬ 
ministration of this tax separately. Annexure III, how¬ 
ever indicates the total expenditure on administration 
of the four taxation measures the Department is in 
charge of and also the percentage thereof compared with 
the total receipts. This percentage, with negligible re¬ 
ductions can be said to represent the cost of administra¬ 
tion of the sales tax as being the most important of the 
four and requiring the largest staff. 

Tax administration and Tax collection cannot be said 
to have reached the highest pitch of efficiency. Persons 
liable to pay the tax are rather unwilling to discharge, 
or not prompt in discharging, the obligations laid down 
on them by the Act; neither are they prompt in their 
response to departmental requisitions. The usual ten¬ 
dencies to (1) avoid liability, (2) delay both assessments 
and collection and (3) evade payment of the full dues 
are impediments to efficiency of administration. Tardy 
execution of . certificates issued under Section 36(3) is 
again an impediment to speedy collection. To improve 
matters, survey lists to rope in potential assessees are 
being prepared and brought up-to-date from time to 
time. Summary assessment and penalties are resorted 
to, to speed up assessment and collection and also to 
induce prompt discharge of obligations. Further, visits 
are paid to the premises of dealers and carriers and local 
enquiries are also made to prevent evasions and ensure 
payment of full dues. Measures have also been devised 
to ensure co-operation between the eollectorate and the 
department to accelerate the pace of execution of 
certificate. 

In as much as the tax is shifted and is not directly 
borne by the assessee (tax payqr) and Is assessed with¬ 
out any interference with his method of accounting or 
trade practice, its administration and collection should 
not be irksome to him as that of other direct taxes and 
he should display willingness to co-operate and dis¬ 
charge his obligations. The position, however, is other¬ 
wise and there is some resentment. This is of his own 
making born out of his natural aversion to any kind of 
tax and the tendency to resist it. 

6. Receipts.—Annexure IV exhibits the receipts from 
the tax from year to year and it indicates an upward 
trend upto 1952-53. The sharp rise during 1951-52 and 
1952-53 over 1950-51 was mainly due to the liquidation' 
of arrear assessments with the help of an additional 
staff. Gradual tightening up of the system of revenue 
protection has also contributed towards the increase. 
The lower receipts (estimate) for 1953-54 are accounted 
for by the smaller number of arrear assessments, and 
also by the signs of slump in the market. 

Because of insufficient data as to the number of pot¬ 
ential assessees, possible yield from the tax and require¬ 
ments in staff, the department had to start with a ske¬ 
leton staff to be added to from time to time. These 
initial handicaps naturally contributed to the accumu¬ 
lation of arrear assessments and left big gaps in the 
system of revenue protection. Because of these, it has 
not as yet been possible to ascertain the normal annual 
yield of the extent of contribution towards the increase 
from year to year by (I) liquidation of arrear assess¬ 
ments and (2) tightening up of revenue protection. The 
recent actual will apparently fall with the liquidation 
of arrear assessments in future but it will be off-set to 
some extent by the elimination of evasion of the tax 
on self-consigned goods and avoidance by non-registra¬ 
tion and direct imports by large scale consumers, in 
any case, the future receipts are expected to be higher 
than the normal in recent years, 

7. Arrears.—The trend is upward as per Annexure V 
but this is only a temporary phase. This trend is ac¬ 
counted for by (1) suspension of large amounts under 
the proviso to section 36(1) of the Act, (2) tardy collec¬ 
tion by the Collectorate under section 36(3), (3) exodus 
of certain dealers during the communal disturbances 
and (4) payment by instalments. The provision for re¬ 
covery is incorporated in section 36. 


help the Bakijai Officers in drawing up a programme 
of execution to ensure speedy collection. In respect of 
arrears arising from the exodus of dealers, attempts 
are made either to write-off or recover the dues after 
detailed local enquiries. Permission to pay in instal¬ 
ments originating with the completion of arrear assess¬ 
ment for several periods all at once is being restricted 
to really deserving cases. To induce prompt payment, 
penalties are even imposed and certificates for recovery 
as arrears of land revenue are issued. 

8. Evasion and avoidance .—Non-registration is the 
means adopted for avoidance of liability but the extent 
of revenue loss is not ascertainable. This is being gra¬ 
dually controlled by the compilation of survey lists 
area by area after a local visit and bringing them up-to- 
date by routine checks. 

Registered dealers, on the other hand, evade the tax 
by (1) suppression of imports and sales and (2) alleged 
tax free sales to other registered dealers, Assam depends 
mainly on imports and the business therein being small, 
the local dealers cannot be classed under clear cut cate¬ 
gories of (a) importers (b) wholesalers and (c) re¬ 
tailers. Most of these dealers obtain goods directly 
from the outside and in doing so all imports are not 
accounted for in their books. Parts of the goods bro¬ 
ught in are on ‘selfconsignments’ by non-resident 
dealers to local dealers. Such goods are subsequently 
disposed of by the latter, either wholesale or re¬ 
tail, and without being shown in the accounts. Retail 
dealers receiving such goods locally do not also enter 
them in their accounts. The extent of revenue loss by 
this method is not known and ascertainable. Attempts 
are made to arrest this form of evasion by visits to, 
and enquiries in, the premises of carriers and dealers 
and by assessments on ‘estimate’. The results cannot 
be said to be very satisfactory and the answer to this 
type of evasion is either to (a) tax non-resident dealers 
with the co-operation of the exporting States or (b) 
provide for clearance certificates from taxation depart¬ 
ment for release of goods by the respective carriers 
at points of delivery within the State. These remedies 
are under investigation. Attempts at evasion by alleg¬ 
ed tax-free sales by one registered dealer to another 
has been checked by the provision (Rule 80) for pro¬ 
duction of a certificate from the purchasing dealer in 
support of such claims, The extent of revenue loss sus¬ 
tained is not known. 

Another form of avoidance is by large scale consumers 
in Assam, particularly industries, obtaining goods direct¬ 
ly from outside the State. Such transactions involve loss 
of revenue both to the exporting and importing State 
and Assam’s loss on this account is roughly Rs. 7 lakhs 
per annum. Taxation of non-resident dealers will save 
this loss and the question is, aa aforesaid, under investi¬ 
gation. 


Section II— Replies to Questions 

Question No. 125. 

(i) Yes. Taxation of turnovers from composite trans¬ 
actions of service and sale coming under (b) and (c) is 
governed by Rule 72 of the Assam Sales Tax Rules, 
1947 but no percentage has yet been fixed under the 
proviso with reference to any specific trade. The usual 
deduction of 30 per cent, is objected to, at times, as 
being too little. To avoid present difficulties of readily 
separating the charges for service and goods to prevent 
any possible loss of revenue from the above rough apd 
ready method and to obviate the objections however 
feeble, an extension of the tax to cover charges for ser¬ 
vices will be welcome. As no statistics of turnovers from 
composite transactions are readily available, no esti¬ 
mate of the additional revenue likely to be derived can 
be made. At least, the present tax on such transactions 
will increase by 30 per cent, and there will also be some 
additional receipts from transactions involving charges 
for service only. 

The extension may, however, be repugnant as savour¬ 
ing of a tax on income. It will again not be possible 
to bring all turnovers from services within the ambit of 
the tax without a very large staff and with no appre¬ 
ciable gain. For administrative convenience, liability 
will have to be fixed with reference t p a specified lower 
limit as in the case of income-tax and sales tax and be¬ 
low which the tax will not be leviable. Unlike the sales 
tax on sales to unregistered- dealers, the tax on service 
turnovers below the specified lower limit will be a total 
loss. This, however, is inevitable to suit administrative 
conveniences and has a parallel in income-tax. 


The assessment of the turnovers from tea and jute 
exported from the State prior to 26th January 1950 rais¬ 
ed important questions necessitating prolonged consulta¬ 
tions with the Law Officers of Govrernment and involv¬ 
ing delay in disposal of appeals and revisions covering 
a substantial portion of the arrears. Attempts are being 
made to expedite disposal. The tardy collection by the 
rnUectorate is attempted to be eliminated by a closer 
co-operation and. to that end, it has been arranged that 
departmental officers will sort out the Bakijai cases and 


(ii) The transactions are not in vogue in Assam and 
hence no comments. 


Question No. 127. 

No. Assam is an inland State with practically no 
manufacture or production within her borders. Thus 
an extension or increase of excise is out of considera¬ 
tion. She depends entirely on goods first imported and 


7—1 T. E. Com, (N. D.) 55. 
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then transported or on goods transported from other 
States and has no octroi or terminal tax. An extension 
or increase of customs or of Excise elsewhere plus an 
octroi or terminal tax will tend to increase the price 
level in Assam and thereby reduce consumption. Re¬ 
duced consumption will bring in less return and more¬ 
over the benefits of any extension or increase of Cus¬ 
toms or Excise elsewhere may not be available to 
Assam. Again as the categories (a), (b) and (c) are not 
mutually exclusive the method of substitution may in¬ 
volve an element of .double taxation. An extension or 
increase of excise, customs or octroi cannot, therefore, 
serve Assam just as well as the present sales tax. More¬ 
over, the view that sales tax has no specific function 
cannot be agreed to. 


Excise is a tax on production, octroi on entry, cus¬ 
toms on imports and sales on consumption and each 
is related to a distinct stage in the long process from 
production to consumption. As a tax on out-lay in 
essence, the sales tax has an important place in the 
modern tax system. By suitable adjustments in the 
rates and the list of exemptions, it can be used as an 
anti-inflationary measure and at the same time as a 
flexible source of revenue. Its importance is increased 
in a country like India where the scope for direct taxa¬ 
tion is limited and where the majority of the incomes 
are below the taxable limit. As it is a tax on outlay 
it is easier for the tax payer to pay, who can choose 
the time and amount of purchase for himself—specially 
when the taxation is confined to luxuries or convention¬ 
al necessities. This finds corroboration from the fact 
that, in Other countries also, the sales tax, in some shape 
or other and along with others, forms an integral part 
of the tax structure and has, in fact, become the most 
important and dependable source of revenue with the 
necessary flexibility. All over India, it is fast deve¬ 
loping into an important source of State revenue & any 
substitution will rob the State of a legitimate, depen¬ 
dable and fruitful source with necessary flexibility. Both 
as revenue earning and anti-inflationary, the sales tax 
has played and will continue, for a long time to come, 
to play a very important and decisive role in the tax- 
structure and economies of Assam particularly with her 
very limited resources, daily shrinking sources, large in¬ 
crease of capital and service expenditure for develop¬ 
ment purposes, ever recurring natural calamities and re¬ 
cent loss of a huge slice (roughly 25 lakhs per annum) 
of sales tax revenue on tea and jute because of Constitu¬ 
tional prohibitions. In short, for .Assam, this tax is the 
only dependable source of revenue with necessary flexi¬ 
bility and possibilities of development. 

Question No. 128. 

(a) Yes. The number of registered dealers under the 
Assam Sales Tax Act is given in Annexure VI but the 
total number of dealers registered and non-registered 
is not available. As has been pointed out under item 
8 in Section I of this Memorandum, they cannot be 
classed under clear cut categories and no statistics either 
by categories or by turnovers are available. In this 
State the minimum gross annual turnover exempted from 
taxation is Rs. 7,500. Dealers with a larger turnover are 
liable to registration and to pay sales tax. They are 
required to maintain accounts. It is true that it means 
some extra expenditure on accounting staff but dealers 
with a turnover of Rs. 30,000 or above should be 
able to maintain accounts and issue cash memos. 

(b) Yes, vide Assam Act IV of 1939. Its origin lies in 
the first attempt at a “selective” tax as indicated in Sec¬ 
tion I of this Memorandum. Though both are taxes on 
sales, the difference lies in their method of levy. Assam 
Act XVII of 1947 (Sales Tax) levies the tax in terms of 
turnovers while Act IV of 1939 does it in terms of 
volume. The question of extending the system pertain¬ 
ing to petrol to some other commodities was not con¬ 
sidered. 

As the unit of articles covered by the general sales 
tax varies with each commodity and as individual pur¬ 
chases may be in inconvenient sub-divisions thereof, it 
does not seem that the specific levy in terms of volume 
can be substituted for the turnover levy and extended 
to goods other than oils and varnishes. The system of 
specific levy appears to be more suitable for articles 
sold by specialized dealers than for articles sold by com¬ 
posite dealers. This may also complicate the system of 
accounting. 

Question No. 129. 

(1) Yes, the choice is limited as stated, Assam has 
a single point tax with reasonable rates. It is not pro¬ 
posed to change this to a multi-point system. With gra¬ 
dual elimination of the avoidances and evasions describ¬ 
ed under item 8 in Section I of this Memorandum, there 
are definite possibilities of the tax playing a more sig¬ 
nificant role as indicated in the reply to Question 127. 

(2) Single point. 


A rmjlti-point tax is administratively convenient as 
being simple, easier and cheaper to operate and also 
financially advantageous to a State with dealers under 
clear-cut categories of (a) importers, (b) manufacturers, 

(c) wholesalers, (d) distributors and ( e ) retailers as 
prolong the trade life of an article, between the stages 
of import or manufacture and consumption. Longer the 
trade life and larger the number of dealers associated 
therewith, higher are the receipts of revenue. In spite 
of the obvious administrative conveniences and possible 
financial advantages depending on local circumstances 
to some States, such a tax with a high rate tends to raise 
prices thereby reducing consumption. It has thus the 
effects of pressing heavily on consumers, restricting pro¬ 
duction, handicapping industries and employment, 
shrinking trade, reducing profits and creating an 
economic pressure for both evasion of tax and exodus 
of business. The incentive to evade such a tax is indeed 
very great, for a dealer by suppressing his turnover 
not only saves sales tax but also income-tax, surcharge 
and supertax, etc. Higher the rate, higher is the quan¬ 
tum of additional gain and greater is the incentive to 
evade with consequent loss of revenues under more 
heads than one. Such a tax with a low rate again 
creates the opportunity for dealers to intercept a part 
of the takings, for a sales tax is always shifted, and 
thereby destroys the confidence of the consumers and 
is unsatisfactory to Government. A single-point tax with 
high rate is also subject to some of these, drawbacks. A 
single-point tax with reasonable rate, though admi¬ 
nistratively more expensive and less convenient to 
operate, is on the other hand, free from the above 
drawbacks and is, therefore, more satisfactory to con¬ 
sumers, dealers, industry and Government. 

On a careful consideration of the comparative merits 
and demerits of the two systems taken with the very 
short trade life of article sold and consumed in the 
State, Assam adopted the single-point tax with com¬ 
paratively low rates with a view not to destroy the 
satisfaction of consumers and dealers and thereby pro¬ 
tect the interests of Government. Experience indicate 
that these expectations have, to a very large extent, been 
fulfilled. Except for some avoidance and evasion, which 
are being gradually eliminated, the single-point tax as 
enforced in Assam has worked fairly well from the point 
of view of all concerned. It does not appear to have 
destroyed the satisfaction of consumers or to have 
adversely affected dealers, trade and industry. The avoid¬ 
ance and evasion causing loss of revenue appear again 
to be the results of the natural aversion to pay any tax 
whatsoever rather than of any undue pressure from the 
tax itself. No other system was tried in the State and 
as such no comments based on experience can be made 
in respect thereof. To what extent the undesirable ten¬ 
dencies implicit in the multi-point tax or a single-point 
one with a high rate have developed in the respective 
States is not known. The chances, however, are that 
these have not assumed any alarming proportions or 
significant dimensions because the-abnormal conditions 
such as inflation, higher wages, more employments and 
less goods, etc., as aftermaths of the War have shown 
signs of abatement only recently. 

(3) (i) No. It does not appear to have been so in 
Assam. 

( ii ) The general policy has so long been to administer 
the tax with least interference or disturbance with the 
accounting and trade practice of a dealer so as'not £o 
increase his work or make matters burdensome. Where, 
however, the accounts kept by a dealer do not enable a 
proper check in the interest of State revenues, powers 
have been reserved under the Act (Section 43) to pres¬ 
cribe a*form of accounts. This power has not so far 
been exercised but may have to be exercised in the 
future. In the meantime the dealers have been advised 
to maintain their accounts in such a manner as will 
exhibit the necessary details of purchases, sales and 
stocks of goods. Should it be necessary later on to pres¬ 
cribe a standard pattern of accounts, it will be hard on 
small dealers. The remedy is to make assessments on 
“agreed turnovers” or to devise a levy—lump sum or 
percentage—on the usual turnover from his trade, 

(iii) None in as much as business in Assam is limited 
and mostly confined to her borders. The sales tax has 
had no adverse effect on the only manufacturing in¬ 
dustry which is tea as the bulk of it is exported and 
only a small portion thereof is consumed locally. 

(iu) A Single point system with provisions for regis¬ 
tration and tax free purchases confined to registered 
dealers only implies levy of the tax on sales to, and by, 
unregistered dealers. Thus it should normally gua¬ 
rantee full financial protection to the State in respect of 
dues on all sales and eliminate evasions. To ensure 
this in practice, the department must have a complete 
picture of all goods entering and sold or consumed in 
the State. It has, however, not been possible to obtain 
such a picture to ensure payment of full dues because 
of the practice of obtaining some such goods (a) by 
local dealers on “self consignments” of outside consig¬ 
nors with * consequent suppression of sales and (b) by 
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large scale consumers, e.g. industries on ‘direct delive¬ 
ries' for their own consumption and of the administra¬ 
tive difficulties of tracing all such goods. Even if it 
were possible to trace direct deliveries the tax could not 
be levied in the hands of the consumers. The practice 
of obtaining goods by large scale consumers on ‘direct 
deliveries’ has been in vogue even before the levy of the 
tax and the scope of avoidance cannot be said to have 
been presented by the system. It is not known when 
exactly the practice of obtaining goods on ‘self-consign¬ 
ments’ originated but it must have received a further 
impetus from the levy. The scope for this type of eva¬ 
sion must have been at least widened by the system, 
if not created by it. The loss on ‘direct deliveries* is 
roughly Rs. 7 lacks per annum and that on ‘self con¬ 
signments’ cannot be estimated. Another loss arising 
from Constitutional prohibitions is Rs. 25 lakhs per 
annum vide reply to question 133 (a). 

The system presents some scope for evasion by (a) 
fictitious tax free sales to registered dealers (b) suppres¬ 
sion of sales and (c) direct deliveries from outside to 
individual small consumers. The first has been elimi¬ 
nated by the provision for a supporting certificate from 
the purchasing dealer and the second reduced by local 
enquiries and assessments on ‘estimates’. The third is 
negligible and will be the eliminated with the assess¬ 
ment of non-resident dealers. 

Question No. 130, 

(i) Yes. There is already such a rate vide Schedule 
II of the Act and the articles taxed as this rate are 
shown in Annexure VII. The question of a still higher 
rate on some of these articles is under examination as 
indicated under item 2 of Section I of this Memorandum. 
The revenue (whether total or by categories) derived 
from these articles cannot be readily separated because 
of composite assessment on all goods sold by a dealer. 
The principal categories from the point of view of re¬ 
venue however are (a) Cigarettes and Cigars, (b) Smok¬ 
ing tobacco in sealed containers, (c) torchlights, (d) 
bulbs and batteries and (e) perfumes and cosmetics. 

(ii) No. The ordinary rate is much too low. 

(iii) The articles enjoying complete exemption are in¬ 
dicated in Annexure I. The underlying principles have 
been referred to under item 3 of Section I of this Memo¬ 
randum and these should generally govern exemptions. 

Question No. 131. 

The Republic of India with diversity of race, langu¬ 
age, culture and habit is more like a continent and this 
diversity is an impediment to achieving unformity on a 
wider scale. The various States differ widely in matters 
of import, transport and manaufacture of goods consumed 
therein and as such the same system of taxation cannot 
be equally applicable to aft. No uniformity in the rate 
of taxation is again possible because of the diversity as 
between the States in respect of their resources, pro¬ 
gramme of development and budgetary needs. The highest 
degree of uniformity that can possibly be achieved f is to 
fix a minimum and a maximum'within which a State 
will be free to adjust her own rates. This, while pro¬ 
viding the necessary flexibility to suit the budgetary 
needs of a State, may give satisfaction to commerce & 
industry. Exemptions again cannot be set in a standard 
and uniform pattern applicable to the country as a 
whole as the manners and customs of the people differ 
from State to State and also within a State. Even then, 
it may be possible to achieve some uniformity by evolv¬ 
ing a standard list subject to additions and alterations 
by a State to suit her peculiar needs based on the 
manners, customs and habits of her inhabitants. 


Whatever degree of uniformity is possible should be 
brought about by Inter-State convention, preferably 
formal. Any Central Legislation promoted at the ins¬ 
tance of two or more States will not be fair to the others 
differing widely as they do both in their character and 
needs. Moreover, an element of coercion is implicit in 
such a step and is opposed to the spirit of federation. To 
include certain basic matters in the concurrent list will 
rob the States of necessary initiative and freedom and 
may even tend to be irksome in practice. To include the 
entire subject in the Union list will be a retrograde step 
besides being extremely unsatisfactory from the point 
of view of a State for being left without a dependable 
and fruitful source of revenue with necessary flexibility 
to suit budgetary needs. Collection of the tax within a 
State’s frontiers would normally be the standard for 
appointment under a Union levy. Instances will not be 
wanting where the apportionment along with other re¬ 
sources of a State may not meet her budgetary needs 
and a slight adjustment under sales-tax may provide a 
safety valve. This opportunity will be lost to her under 
a Union levy and the Union again will find it difficult to 
adjust the Act to local and occasional needs of a parti¬ 
cular State. Moreover much valuable time will be lost 


even if such an adjustment were possible. Thus a Union 
levy is also not a practical proposition from the point 
of view of State’s finances. 

Question No. 132* 

In spite of the Assam Act being a prior enactment, 
the exemptions thereunder have a very large measure 
of uniformity with the relevant Central enactment. Out 
of the 56 items covered by the latter as many as 45 are 
exempt under the former. The principals underlying 
exemptions under the Constitution should generally 
be those adopted for the Assam Act and referred to 
under item 3 of Section I of this Memorandum. The 
scope of the provision contained in clause (3) of Article 
286 should not be extened to deprive any State of the 
revenue derived under a previous enactment. 

Inasmuch as composite assessments covering all kinds 
of goods are made and no statistics—commodity or ar¬ 
ticle-wise—have been maintained, of the revenue de¬ 
rived, it is not possible to furnish the estimates requir¬ 
ed. All that can be said is that the bulk of the revenue 
from “Luxury” goods is derived from the categories 
mentioned in the reply to Question 130(0 and that 
from textiles, hard-ware and stationery under “Ordi¬ 
nary” goods. Be it noted that what may be “essential 
for the life of the community” in one State may not be 
so in another State and that the phrase is not capable 
of an interpretation uniformly applicable to all the 
States. 

Question No. 133. 

(a) The Constitution of India brought a tremendous 
change in the administration of sales tax in the State. 
Under the Explanation to Section 2(12) of the Assam 
Act, the turnover from exports, particularly of tea and 
jute, could be brought under assessment. This Explana¬ 
tion became inoperative as from 26th January, 1950 
and, as a result thereof, the State has sustained a loss 
per annum of roughly Rs, 25 lakhs. The initial difficul¬ 
ties associated with ‘inter-State trade* and ‘export* have 
been dissolved by recent judicial pronouncements. Even 
then it has not been possible to take advantage of these 
decisions to recoup the loss on jute and tea because of 
the trade practice associated therewith. There is thus 
no means of recouping this loss and no measure has, in 
consequence, been taken. 

Notwithstanding the right given by the Consitution 
to impose sales tax on goods delivered in the State for 
consumption therein, it has not been possible to do so 
in respect of goods obtained by large scale consumers 
on direct consignments in the absence of a suitable 
machinery. The total loss on such goods has roughly 
been estimated at Rs. 7 lakhs per annum. The situation 
in this respect is proposed to be met by taxing non-resi¬ 
dent dealers and the question is under active considera¬ 
tion. Even with a machinery for taxing non-resident 
dealers, possibilities may not be wanting whereby the 
tax on goods meant for consumption in Assam may be 
evaded in both the States by taking deliveries thereof in 
another State, As a matter of fact, the large scale consu¬ 
mers even now take deliveries outside the State through 
their agents. The obvious remedy is to make consump¬ 
tion the sole test of a State’s right to tax apart from 
deliveries. Unless this is done Assam will not be able 
to exercise the right and thereby remain a loser. 

(b) The feasibility of imposing a purchase tax has not 
so far been considered for obvious reasons and as of 
being no advantage. 

A tax on sales or purchases is, in the ultimate analysis, 
essentially a tax on consumption and a State should, 
therefore, be' entitled to the full measure of the tax on 
all consumptions within her borders. A purchase tax has, 
of course, the obvious merit of limiting the tax jurisdic¬ 
tion of a State to her territorial borders but cannot, as 
in the case of Assam where large scale consumers pur¬ 
chase outside, ensure to her the full measure of tax 
she is entitled to. A sales tax, on the other hand, while 
extending tax jurisdiction beyond territorial limits has 
the merit of ensuring the just dues of a State. Thus a 
sales tax is preferable to a purchase tax and the latter 
will not confer on Assam the full benefits she is entitl¬ 
ed to; neither will the combination of a purchase tax 
on local and a sales- tax on outside purchases improve 
the possibilities under the present tax or be more ad- ' 
vantageous. 

Question No. 134. 

Assam’S contacts are with West Bengal and Bihar 
with a uniform system of taxation. The lack of unifor¬ 
mity has not had the effect of raising barriers or of in¬ 
ducing diversions of trade. There has been no diversion 
of trade from our State. 

Section III— Other Remarks 
Nil, 



Annexure I 
Exemptions 


Exemption under the Principal Act of 1947 Changes 

i. All cereals and pulses including all forms of rice (except when sold 
in sealed containers). 

a. Agricultural implements ( when the price per piece does not exceed Plough, Plough points, Spade (Kodali), 
Rs, 15), Sickle, Khurpi, Axe, Khanta (for digging 

holes in the soil) and Dao. 

3, Books and Newspapers . * . ... , . - Text Books and Newspapers 


4 , Bread, 

5, Betelnuts. 

6, Cheap cloths (of such variety and price as may be notified by the 

Government), 

7* Coal, coke and coal gas. 

8, Cotton and cotton yarn, 
g, Electrical Energy. 

10. Fertilizers (as may be notified by the Government). 

{a) All chemical fertilizers. 

{b) Bonemeal* 

(c) Oil-cakes (except when used as cattle food). 

11. Fish, Ghee (but not vegetable ghee) Dahi, Butter, Cream, Casein, 

Meat and Vegetables—‘(Except when sold in sealed container). 

la, Flour including atta, maida, suji and bran. 


13. Fresh fruits, 

14. Gur, sugar, molasses (except when sold in sealed containers). 


15. Hand-woven and hand-spun cotton cloths. 

16* Hand-woven and hand-spun cotton cloths from mill made yam Deleted 
(when the price per piece of 6 yards does not exceed Rs. 10). 


17. Hookah Tobacco 4 ft Deleted . * • * . 

t8. Kerosene ».,****.«• Kerosene does not include what is at present 
tg. Matches* named a Refrigaratorburning Kerosene. 

20. Medicines.|i) Anti-malaria drugs, ^ viz-, Quinine in 

powder form, Quinine pills (but not 
sugar coated), Quinine alkaloids, salts 
of quinine, cinchona and its alkaloids 
and Totaquina, cinchona fabrifuge and 
Plaudrine. 


(ii) Anti -Kala-Azar drugs, viz**, Urea Sti- 
bamine and Pentamidine Isat^ieonate, 


(iti) Vaccine, viz .j Small-pox vaccine, Cho¬ 
lera vaccine and T.A.B, vaccine. 


21, Mustard oil, rape oil, and mixtures of mustard and rape oil. 

22* Mustard seed and rape seed. 

23. Sago, 

24. Salt (except when sold in sealed containers). 

25 * Water but not aerated or mineral water when sold in bottles or seal- Water but not distilled aerated or mineral 
ed containers. waters when sold in bottles or sealed 

containers. 


26. Milk 


Milk except when sold in sealed containers. 


Brass and Bell-metal utensils manufactured 
in Assam (since deleted from 1st May. 

195°)- 


a8. 


Mathematical instruments for students. 


Assam Silk (Pat) yarn spun in Assam and 
cloth woven in Assam out of such yarn 
(since deleted from 1st August, 1950). 


# Assam Muga and Endi yarn spun in Assam 
and cloth woven in Assam out of such yarn 
(subsequently modified to “Endi yarn and 
cloth woven out of such yarn” from 1st 
May, 1950.) 

Entire quota of Corrugated Iron Sheets and 
Galvanised Corrugated Iron Sheets allot¬ 
ted for giving relief to the sufferers of 
Assam Earthquake, 1950 either for free dis¬ 
tribution or sale at a concession rate, (Ex¬ 
emption allowed with effect from 15th 
August, 1950 or any subsequent date from 
which Corrugated Iron Sheets and Galva¬ 
nised Corrugated Iron Sheets for earth¬ 
quake began to arrive in Assam). 


Date of change 

1 st July, 1950. 

1 st April, 1949. 


1st July, 1950. 

1st September, 1949 
1st September, 1951. 

1st May, 1951. 


ist September, 1953. 

1st February, 1949. 
22nd February, 1948. 

22nd February, 1948. 
22nd February, 1948. 

22nd February, 1948, 

15th August, 1950. 
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Exemptiori under the Principal Act of 1947 
32 . 


Annexure 1 -rContd. 

Changes 

„ , Cloth and yarn purchased out of the Go¬ 

vernor’s Assam Earthquake Relief Fund 
for giving relief to the sufferers of Assam 
Earthquake, 1950 (exemption allowed 
with effect from 15th August, 1950 or any 
subsequent date on which purchase was 
or will be made)* 


Date of change. 
15th August, 1950. 


33. . . . , Goods sold at Defence Services installations 15th September, 1951. 

(exemption is allowed on condition that 
* the goods are sold to personnel of the De¬ 
fence Services at prices fixed by Govern¬ 
ment of India)* 

34. Muga yarn and cloth woven out of such yarn 1st April, 1952. 

35. ......... Slates and slate pencils . . . . 1st October, 1952. 

36. * .Exercise Books . . . . . 1st October, 1952. 

37. .Fire-wood.1st September, 1953, 


Annexure II 


<* 


MM 7 48 

1948.49 

I949-50 

I 95° - 5 I 

I 95 I "5 2 

1952-53 

From 1-4- 
1953 to 

3i-8-t953 

Office 

Nature of posts 

Strength 

Strength 

Strength 

Strength 

Strenght 

Strength 

Strength Remarks 

1 

2 

3 

4 

5 

6 

7 

8 

9 to 

Apex Office 

, Commissioner of Taxes 

1 

1 


1 

1 

1 

1 Part-time. 


Assistant Commis¬ 

sioners of Taxes, 

1 


1 

1 

2 

2 

2 One part-time. 


Office Superintendent 

... 


1 

y 1 

1 

1 

1 


Ministerial Establish¬ 
ment. 

6 

ii 

fwj 

10 

13 

H 

t4 


Grade IV Establish¬ 
ment. 

7 

7 


7 

8 

9 

9 

Unit Office 

, Special Superintendent 
of Taxes. 

... 

... 

1 

1 

... 

*** 

... Kept in abeyance, 


Superintendent of 

Taxes* 

3 

8 

8 

» 

15 

19 

19 

/ 

I nspectors of Taxes 

1 

8 

8 

14 


14 

H 


Sub-Inspectors of Taxes 


21 

21 

21 

21 

33 

33 


Ministerial Establish¬ 
ment. 

4 

40 

40 

51 

67 

86 

’ 88 


Grade IV Establish¬ 

ment. 

4 

53 

54 

61 

73 

95 

95 


Annexure III 



Statement of 

Expenditure of the 

Taxation Department 



Budget 

estimate 

for 1953-54 







1947-48 

1948.49 

I949“50 

t950-5i 

1951-52 

1952-53 







Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Commissioner of Taxes 







420 

•• 

• • 

1,800 

1,800 

1,800 

Assistant Commissioners of Taxes 






• . 

* * 


■ ■ 

2,574 

7*415 

8,000 

Office Superintendent * 








2,270 

3»468 

3,645 

5,216 

4,500 

Superintendents of Taxes 






7,120 

H»732 

14,216 

22,165 

32,278 

38,570 

54,600 

Inspectors of Taxes 






1,208 

10,747 

12,440 

14,306 

20,324 

25,95 * 

28,100 

Sub-Inspectors of Taxes 






** 

4,860 

3,687 ^ 
3,268 _ 

L 4,070 ' 
f 20,647 

\ 2,967 

/ 20,833 

\ 4,782 

J 19*4*3. 

V 5,3001 
/ 22,700/ 

Ministerial Staff * 






4>29° 

14,422 

39,043 

53,296 

67,288 

79,48 i 

106,700 

Grade IV Establishment * 






1.693 

4*723 

8,53° 

14,214 

t7*425 

20,611 

22,044 

Allowances .... 






5.797 

18,057 

2 7,9 r 9 

41,646 

53*223 

65*042 

9t*743 

Contingencies 






4.835 

16,653 

26,862 

26,187 

31,561 

35*286 

38,403 




Total 

, 

•7.875 

84,622 

138.235 

99,999 

3,53.918 

3,03.567 

3.93.89 ■» 
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Annexure III — canid. 

Statement of Receipts of the Taxation Department under all the 4 Taxation Aetss 


Budget 



1947-48 

1948-49 

* 949-50 

* 950 - 5 * 

* 95*"52 

1952-53 

estimate 

for 

* 953-54 


Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Total Receipts ..... 

17 , 92,057 

44 , 59,023 

73,93.173 

87,50,469 

1,16,38,085 

1,22,12,671 

1 07,08,100 
(Budget) 

Percentage of expenditure over the Receipts 

14.23 

i -9 

1.87 

2.29 

2*18 

2-49 

3*7 


per cent. 

(b) 

per cent. 

per cent. 

per cent. 

per cent. 

percent. 

per cent, 


(а) Includes receipts under the Assam Sales of Motor Spirits and lubricants and Assam Amusements and Betting Tax Acts, though these were transferred to 
the Taxation Department on 1st April, 1948. 

(б) Calculated on the total receipts of Rs. 1,25,607 from Sales and Professions etc., Tax. 


Annexure IV 
Sale Tax Receipts 


1947-48 

> 948-49 

1949 - 5 ° 

i 95 0 - 5 i 

1951-52 


* 952-53 

* 953-54 (Budget) 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 


Rs, 

Rs. 

J .855 

24,23,478 

* 

48,90,900 

55,07,022 

76 , 47,655 

81,84,443 

71,73,000 




Annexure V 






Sales Tax 

arrears outstanding at the end 

of each 

financial 

year. 


1948-49 


1949-50 

i 95 0 - 5 * 


*951-52 


* 952-53 

Rs. 


Rs. 

Rs. 


Rs. 


Rs. 

57.521 


*,46,255 

26,05,689 


92,02,293 


*,20,35,993 



Number of 

Annexure VI 

registered Dealers under the Assam Sales 

Tax Act 


1947-48 

1948-49 

1949-50 

* 95 °- 5 * 

1951-52 

> 952-53 

5 > 93 ° 

7.545 

8,746 

9 , 7*0 

10,163 

9.582 


Annexure VII > 

List of Luxury Goods 

Vide clause (6) of Section of 2 of the Assam Sales 
Tax Act, 1947 ), 

1 . Motor Vechiles. 

2 . Motor Bicycles. 

3 . Wireless sets. 

4 . Cigarettes and Cigars. 

5 . Fountain pens. 

6 . Torch lights. 

7 . Watches and Clocks. 

8 . Silk and Silk yarn including artificial Silk and Rayon 
and artificial Silk and Rayon yarn. 

9 . Grammophones and Radiograms including spare parts 
and accessories. 

10 . Camera, Cine-Cameras, Enlargers and Projectors 
including spare parts and accessories. 

11 . Photographic films, plates and other accessories for 
developing, printing and enlargements. 

12 . Bulbs and batteries for Torch lights. 

13 . Perfumes and cosmetics other than hair oils and 

toilet soaps. 

14 . Smoking tobacco in sealed containers. 

15 . Spare parts and accessories of wireless sets, 

16 . Refrigerators, Frigedaires and air-conditioning 
plants including sp^re parts and accessories. 

SALES TAX (SELECTIVE) 

[The Assam Sale Of Motor Spirit And Lubricants 
Taxation Act, 1939 , (Assam Act IV of 1939 ).] 

- Section I— Factual Background 

1 . Brief Summary of main features,—- The Act (copy 
enclosed) provides for levy of a selective sales tax on 
certain specified articles, i.e.» motor spirit and lubricants 


and was adopted long before the general sales tax. The 
object of the enactment was to find additional 
revenue to discharge the responsibilities devolving on 
the State under Provincial autonomy. The tax is levied 
at the retail end on the basis of volume. It is assessed in 
the hands of retail dealers and collected from them (Sec¬ 
tion 3 ). The Act provides for compulsory registration of 
retail dealers (Section 5 ) and prohibition (Section 6) of 
sales without non-registration and penalty (Section 7) 
for un-authorised sales. The tax due on sales of the 
preceding month is to be paid in the following month 
(Rule 14 ) and the procedure for recovery in cases of 
non-payment is laid down in Rule 15 and Section 4 . 
There are also provisions for maintenance and inspection 
of accounts, appeals, revisions and refunds. Section 3 
(2) incorporates a legal fiction of 'sales’ and Exemption 
is provided under Section 4 A. 

2 . Amendments .— These and the objects thereof are 
shown in Annexure I. 

A Bill to amend the Act with a view to extend the 
system of registration to wholesalers and manufactures 
to ensure full payment of the tax on all supplies receiv¬ 
ed by retail dealers by a cross check of their accounts 
with those of the former and to provide for assessment 
of non-resident dealers on direct supplies to consumers 
in the State in already passed in the State Assembly, 


3 . Rates of levy , etc.— There is flat rate correlated to 
the volume of articles sold. There is, however, a differ¬ 
ence in the flat rate by categories of articles. The rates 
have been raised, from time to time, as indicated in 
Annexure II to find extra funds and to give relief to 
industrial concerns, etc., in respect of diesel oil, etc. 

Exemption to the extent of 50 per cent, of the tax on 
sales of Aviation Spirit was allowed with effect from 
15 th September, 1949 to certain Air Companies running 
scheduled passenger services of Assam obviously to en¬ 
courage communication in view of her isolated position. 
This concession was later extended to other Air Compa¬ 
nies operating for and in Assam with effect from 1st 
June, 1950 . The effect is some loss of revenue but the 
quantum cannot be readily ascertained. 



5i 


4 . Administrative set up* —The administration of the 
Act was originally entrusted to the Excise Department 
and with the establishment of the Taxation Department, 
it was transferred to it in the early part of 1948 - 49 . 
Since then, it has been administered by the latter along 
with other taxation measures, The administrative set 
up for this Act is the same as that for the sales tax 
and has been described in details in the Memorandum 
on that tax. 

5 . Cost of administration , etc.—The cost of adminis¬ 
tration or of collection of this tax cannot be separately 
assessed because of the common machinery functioning 
for as many as four taxes as explained in the Memoran¬ 
dum on Sales tax, The Superintendents of Taxes are 
responsible for collection; the Assistant Commissioner 
for appeals and the Commissioner for revisions. 

The trade is well organised and dealers are also not 
many. As such both tax administration and tax collec¬ 
tion can be said to be fairly efficient. The incidence 
of the tax again is on well-to-do consumers and it has 
not been found to be irksome either by dealers or consu¬ 
mers. 

6. Receipts.—These are exhibited in Annexure III. 
The trend has been upward and there are definite possi¬ 
bilities of further increases with the improvement of 
communications and development of motor traffic. 


7 . Arrears .—Practically nil beacuse of the system of 
monthly payment and cash realisation on sales. 

8. Evasion and avoidance .—None has come to notice. 
There is some avoidance of the tax on direct deliveries 
from outside to large-scale consumers—(industries)—in 
the State. The extent of the loss of revenue is not known 
but the question of closing this gap by taxing non-resi¬ 
dent suppliers is under examination. Though no evasion 
has so far come to notice, the question of extending the 
Act to manufacturers and suppliers is under considera¬ 
tion to prevent any suppression of receipts and sales by 
retail dealers. 

Section II— Replies to Questions 
Question No. 128 (b). 

The question has already been dealt with in the Memo¬ 
randum on sales tax. To incoroporate the principle of 
levy on the basis of volume in the general law and to 
apply it to paints and varnishes even will complicate 
matters. To transfer these articles for assessment under 
the special Act will again not improve matters as these 
articles are usually sold by miscellaneous dealers rather 
than by dealers in petrol and lubricants. 

Section III—Other Remarks 

Nil 


Annexure I 

Amendments to Ass<am Sales of Motor Spirit and Lubricants Taxation Act, 1939 


Amendments 

1. The Assam Sales of Motor Spirit and Lubricants Taxation (Amend¬ 

ment) Act, 194.4 (Assam Act VIII of 1944)^ Copy enclosed, 

2. The Assam Sales of Motor Sprit and Lubricants Taxation (Amend¬ 

ment) Act, 1946 (Assam Act V of 1946)—Copy enclosed. 

3. The Assam Sales of Motor Spirit and Lubricants Taxation (2nd 

Amendment) Act, 1946 (Assam Act VII of 1946)—Copy enclosed. 

4. The Assam Sales of Motor Spirit and Lubricants Taxation (Amend¬ 

ment) Act, 1947 (Assam Act II of 1947)—Copy enclosed. 

5. The Assam Sales of Motor Spirit and Lubricants Taxation (2nd 

Amendment) Act, 1947 (Assam Act XI of 1947)—Copy en¬ 

closed. 

6. The Assam Sales of Motor Spirit and Lubricants Taxation (Amend¬ 

ment) Act, 1948 (Assam Act X of 1948)—Copy enclosed. 

7. The Assam Sales of Motor Spirit and Lubricants Taxation (Amend¬ 

ment) Act, 1951 (Assam Act III of 1951)—Copy enclosed. 


Reasons for } 

To levy the tax on uses by any retail dealer for his own purposes 
from the stock meant for retail sale. 

To raise the rate of tax, to raise additional revenue and to give 
jurisdiction to the Commissioner of Taxes to administer the Act, 

To enlarge the definition of Motor Spirit and to make the Act 
more productive. 

To further enlarge the definition of Motor Spirit and to make the 
Act more productive. 

To levy tax at a lower rate on Diesel and other Internal Combus¬ 
tion oils in order to give some concession to industrial concerns, 
mainly Electric Supply Companies, 

To make provision for refund of any tax or any portion thereof. 


To bring Section 3(2) of the Act in conformity with Article 286 of 
the Constitution of India while retaining the privilege to tax 
the quantities used by the dealers and to provide for allowance 
on any wastage due to leakage or evaporation. 


Annexure II 

Rates of levy and charges 

Assam Sales of Motor Spirit And Lubricants Taxation Act, 1939 


Rates of taxes as per the Principal Act 
(Act IV of 1939) 


Amendments as per Act V of 1946 


As per Amendment Act XI of 1947 


Two annas per gallon on retail sale of Motor 
Spirit and 3 annas per gallon on retail sale 
of lubricants. 

Date of effect 1st July, 1939. 


Three annas per gallon on retail sales of 
Motor Spirit and 4 annas per gallon on re¬ 
tail sale of lubricants. 

Date of effect 1st December, 1946, 


Three annas per gallon on retail sales of 
Motor Spirits except Diesel oil and Internal 
Com-bustion oils other than petrol. 

Four annas per gallon on retail sales of lubri¬ 
cants. 1J anna per gallon or 20 per cent, of 
the value whichever is less in respect of 
retail sales of diesel and other Internal Com¬ 
bustion oils. 


Date of effect 1st October, 1947. 


Annexure III 

Receipts from the Motor Spirit and Lubricants Tax 



1946-47 

1947-48 

1948-49 

1949-50 

1950-51 

1951-52 

1952-53 

1953-54 

(Budget) 

Rs. 


Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Taxes on— 

Motor Spirit 

• 6,69,543 

11,01,444 

io, 49>725 

12,18,612 

15,37.180 

20,09,346 

20,60,906 

18,42,300 

Taxes on— 

Lubricants 

24,048 

2,72,380 

3 , 50 , 9 " 

4,70.578 

3 > 53 > 99 i 

^ 27,171 

2,92,778 

2,02,600 

Total 

• 6,93,591 

13.73.624 

14,00,636 

16,89,190 

18,91,171 

22,36,517 

23,53,684 

20,44,900 
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ADVERTISEMENTS TAX 

Section I— Factual Background 
There is no such tax. 

Section II— Reply to Question 
Part III of the Questionnaire 

Question No. 1 26 . 

(z) No. A tax on the sale of newspapers or on adver¬ 
tisements will not be feasible. 

(zi) The proceeds of tax on advertisements except 
those appearing in newspapers will be so small in Assam 
that the tax will not be worth consideration. 

Section III— Otehr Remarks 
Nil 

STATE EXCISE 

Section I— Factual Background 

The policies operative in the State are ( 1 ) total prohi¬ 
bition of opium except for medicinal purposes and (2) 
progressive prohibition of liquor. These policies have 
been in operation from before the Constitution. Control 
over consumption of opium by registration and ration¬ 
ing dates back to 1927-28 and total prohibition was en¬ 
forced, though in a restricted sphere, as far back as 
1939 - 40 . It is in operation now throughout the State 
as the result of a gradual extension. Attempts to res¬ 
trict consumption of liquor with a view to Ultimate pro¬ 
hibition originated with fhe recommendations of the 
Assam Liquor Prohibition Committee and the measures 
adopted in 1949 , in addition to the policy of “maximum 
revenue with minimum consumption’' by stepping up 
duty and retail price, and since added to are (a) re¬ 
moval of shops from indigenous localities, (b) restric¬ 
tions in the hours of sale, (c) raising the age limit 
of purchasers to 21, (d) prohibition of sale to students, 
(e) closure of shops on specified days and on the pay 
day of tea gardens and the day following in certain 
districts, (f) prohibition of sale of high strength liquor 
in all Canteens and Lessee Manager shops in tea Gar¬ 
dens and in certain other areas, ( g) bar on the opening 
of any new shops particularly with a zone of 2 miles 
from tea gardens, ( h ) prohibition of possession and 
sale of liquor in public places not covered by a licence 
such as hotels, restaurants and shops, etc., (i) non¬ 
renewal of railway Refreshment room, Dining Car 
and Steamer licences, (j) ban on the issue of Bar 
licences and ( k ) total prohibition in the Barpeta Sub¬ 
division from 1 st March, 1953 as an experimental 
measure. 

Enforcement of total prohibition of opium, though an 
extremely uphill task in the context of a century old 
habit and very ingenious methods of an extensive under¬ 
ground world of smugglers, has given satisfactory re¬ 
sults. Both the number of addicts and their consumption 
of opium have been reduced from 30,366 and 180 
maunds in 1938-39 to 15,000 (including pass holders on 
medical grounds) and 94 maunds in 1951-52 as against 


98,000 and 792 maunds in 1927 - 28 . With further faci¬ 
lities for medical treatment of addicts and propaganda 
by the non-official organisation operating for these pur¬ 
poses and the usual control by the official agency over 
the inflow of contraband opium, it is expected that the 
habit will, in course of time, be completely rooted out. 

Liquor addicts, particularly of country spirit, have all 
along been obtaining their requirement from both licit 
and illicit sources. In the absence of statistics as to 
total consumption from both these sources in the pre- 
restriction period, it is difficult to evaluate the result 
of the controls imposed from time to time. The con¬ 
trols plus the relentless drive against illicit distillations 
with legal provisions for compulsory imprisonment of 
offenders must have fulfilled the objects behind to some 
extent at least. 


Section II— Replies to Questions 

Question No. 135. 

(a) In the absence of relevant information on features 
of importance connected with the levy of Excise duties 
or policies involving relinquishment of revenue in other 
States no comments can be made. In view of the Cons¬ 
titutional directive in Article 47 to bring about prohi¬ 
bition of the consumption except for medicinal purposes 
of intoxicating drinks and of drugs which are injurious 
to health, the States may have to adopt diverse methods 
depending on their local conditions and needs in im¬ 
plementation thereof. In this context, it does not seem 
that any large measure of uniformity can be achieved 
as between the various States except perhaps in respect 
of medicinal and toilet preparations containing alcohol. 

The extent of revenue reliquishment is shown in 
Annexure I. The cost of administration and enforce¬ 
ment of the policies is shown in Annexure II. In view 
of the gradual prohibition policy of Government reve¬ 
nue from opium, liquor, ganja, etc., will gradually 
become extinct. 

(b) There is no local manufacture of medicinal and 
toilet preparations and as such the question of co-ordi¬ 
nation between the two does not arise. 

The rates of duty on medicinal and toilet preparations 
are Rs. 5 to Rs. 17 - 8-0 per L.P.G. against Rs. 75 for 
India-made foreign liquor and Rs. 20 - 4-0 to Rs. 20 - 8-0 
of country liquor. There is no duty on overseas foreign 
liquor but only a gallonage fee of Rs. 21 and Rs. 3 - 9-0 
per L.P.G. For different varieties. The corresponding 
fees for India-made foreign liquor are Rs. 3 and annas 
12 per L.P.G. For country liquor there is a vend fee 
varying from shop to shop. No tendency to put alcoho¬ 
lic liquors in the market in the guise of medicinal pre¬ 
parations has been noticed in the State. 

We have no comments on the uniform rate of Rs, 5 
to Rs. 17 - 8-0 proposed by India on medicinal and toilet 
preparations as these rates are already in force. As 
a matter of fact, we have agreed to the proposal sepa¬ 
rately. 


i. Opium 


a. Country Liquor 
3. Foreign Liquor 


Annexure I 

Revenue Relinquishment 

Rs, 

’ • • - * 30,00,000 Per annum. This amount was relinquish¬ 

ed many years ago. No scope for any 
revenue from this time. 

4 * • • * 2,43,900 Per annum. 

.40,650 Ditto. 


1946- 47 

1947- 48 

1948- 49 

1949- 50 


1950-5 1 
J95*-52 

1952 - 53 

1953 - 54 
(Budget) 


Total . « * 32,81,550 


Year 

(1) 


Annexure II 



Cost of administration and enforcement 



Official 

Non-offi* 

Total 


cial 


(2) 

(3) 

( 4 ) 

Rs. 

Rs. 

Rs. 

. , » 39* I 97 

7,810 

1,47,007 

.. 

18,73a 

1*53*809 

*"***•■»• 1,66,449 

8 1,457 

2,47,906 

. 1,36,156 

2,88,468 

2,24,624 

.... 

94 > 8 Q 9 

2,10,309 

. . 

84,220 

2,31*215 

.; L 48,497 

82,257 

2 * 30,754 

. . 1,97,848 

1,36,812 

3 , 34 * 66 o 


Not*— (a) The Non-official organisation is particularly meant for opium prohibition. 
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Section III— Other Remarks 
Nil 


AGRICULTURAL INCOME-TAX 

[The Assam Agricultural Income-tax Act, 1939 (Assam 
Act IX of 1939) ] 

Section I— Factual Background 

Introductory 

The Assam Agricultural Income-tax Act, 1939 came 
into force with effect from 1st April, 1939. In view of 
the fact that some months had elapsed before the Act 
could be passed, the then Government decided to forego, 
50 per cent, of the demand due from an assessee in res¬ 
pect of the assessment year 1939-40. 

Pending arrangements for the recruitment of staff for 
the administration of the Act, the Government of India 
agreed to Government of Assam’s request that the Cen¬ 
tral Income-tax Department in Assam should adminis¬ 
ter the Act and collect the revenue till 31st March 1941. 
The Government of Assam having failed to set up their 
own machinery for administration within the stipulated 
period, the Government of India agreed to extend the 
period of existing arrangements at first to 30th June 
1941 and then to 31st December 1942. 

For administrative purposes, the Commissioner of In¬ 
come-tax (Central), Assam, the Inspecting Assistant 
Commissioner of Income-tax, Range IV and the six Cen¬ 
tral Income-tax Officers working within the State were 
appointed as Commissioner of Agricultural Income-tax. 
Inspecting Assistant Commissioner and Agricultural 
Income-tax Officers respectively. In addition, the Gov¬ 
ernment of Assam created the post of an Appellate Assis¬ 
tant Commissioner with additional function of Secre¬ 
tary to the Board of Agricultural Income-tax and Spe¬ 
cial Officer for the purpose of framing rules under 
the Act. Thus the responsibilities of assessment and 
collection of agricultural income-tax virtually rested 
with the Central Income-tax Department till 31st De¬ 
cember, 1942. In April, 1942, the State Government ap¬ 
pointed two Agricultural Income-tax officers and deput¬ 
ed them to Calcutta and Bombay for training under the 
Central Income-tax authorities. The full charge of the 
administration of the Act was, however, taken over by 
the provincial staff with effect from 1st January, 1943. 
The machinery set up for administration of the Act is 
shown below. 

’fhe bulk of the Agricultural Income-tax in Assam is 
derived from assessees having tea income. In view of 
the Tea Control Act and the Government contract re¬ 
lating to purchase of tea, the tea industry continued to 
prosper and the collection of revenue was very satis¬ 
factory upto the year 1952-53. 

The assessment of tea concerns presented special diffi¬ 
culties in the matter of completion of assessment within 
the year. Under the rules a return of tea income is to 
be accompanied by a certified copy of the Central 
Income-tax assessment order. The- Central Income-tax 
in respect of the majority of the Assam Tea concerns is 
assessed in Calcutta and the assessments are rarely com¬ 
pleted within the financial year. All this means that the 
assessment of such concerns under the Assam Agricul¬ 
tural Income-tax Act has perforce to wait till the assess¬ 
ments are completed by the Central Income-tax autho¬ 
rity. 


(Sections 7 and 8). It is only when a man’s net agri¬ 
cultural income, as so computed exceeds Rs. 3,000 a 
year, that he becomes taxable according to the rates 
mentioned in the Annual Finance Act (Sections 3 and 
0 ). 

(3) The Agricultural income of trust properties dedi¬ 
cated to charity is not taken into consideration in the 
computation of taxable agricultural income to the ex¬ 
tent that such income is actually applied to such charity 
(Sections 9 and 10). 

(4) In respect of agricultural income derived from 
tea, the computation made by the Central Income-tax 
Department, according to the Indian Income-tax Act, is 
followed (Rule 5). The Central Income-tax Department 
determine the whole of the income of a tea assessee and 
levy the Central tax on 40 per cent, only of income so 
computed, leaving out 60 per cent, as agricultural in¬ 
come. Assam levies the agricultural income-tax on the 
portion so left out. Thus the computation in such cases 
is practically made by the Central Department accord¬ 
ing to the principles of the Indian Income-tax Act. This 
is advantageous both to the State Government and to 
the assessee. 

(5) Every company is liable to pay the tax on its agri¬ 
cultural income at the prescribed maximum rate and 
the tax paid by the Company is deemed to have been 
paid on behalf of the shareholders. Every shareholder 
is entitled to a refund of agricultural income-tax cal¬ 
culated on his dividends, received from any Company 
whose profits are liable to agricultural income-tax, at 
the difference between the rate applicable to his per¬ 
sonal total world income and the maximum rate borne 
by the Company. 

(6) The Act lays down the principle on which the 
agricultural income-tax is to be charged and provides 
the methods and machinery for assessment. The rate 
at which agricultural income-tax is to be charged is 
not fixed by the Act. It is left for determination by the 
legislature according to the financial requirements of the 
year. The operation of the Act is thus set in motion by 
the passing of the annual Finance Act which fixes the 
rates applicable to the various grades of agricultural 
income. 

(7) The rates follow the slab system. The rate in¬ 
creases with successive slices or slabs of the total agri¬ 
cultural income of an assessee. There are provisions 
for marginal relief. 

(8) An assessee is allowed to set off loss under one 
item against losses under another item. He is also 
allowed to carry forward his losses and set them off 
against profits of subsequent years upto limit of six 
years (Section 16), 

(9) The subscription to Provident Funds and amount 
paid as insurance premia are deducted from the total 
agricuitural income, the aggregate deduction being limit¬ 
ed to 1/6th of the total agricultural income of an assesee 
(Section 15). 

(10) Assessments are made by the Agricultural In¬ 
come-tax Officers. Persons with taxable agricultural 
income are bound to furnish returns of income Sou 
Motu in response to a general notice published by the 
Agricultural Income-tax Officer [Section 19(1)"]. The 
letter also has power to require persons, whom he con¬ 
siders to have derived a taxable agricultural income to 
make returns of the total agricultural income, in the 
prescribed form. Failure to make a return renders the 
defaulter liable to prosecution (Section 41) and penalty 


In respect of tea companies incorporated in England, 
the assessments were considerably delayed owing prin¬ 
cipally to the delay in obtaining necessary information 
from the United Kingdom. 

To discuss that and other relevant administrative 
matters a conference was arranged between the Agri¬ 
cultural Income-tax Commissioner and certain repre¬ 
sentatives of India Tea Association in Calcutta in July, 
1940. It was arranged in the Conference that in order 
to avoid delay in collection of revenue the Managing 
Agents would pay the tax in advance on the basis of 
provisional demand made by the Agricultural Income- 
tax officer. These amounts are to be adjusted as and 
when the final returns with the certified copies men¬ 
tioned above were filed and final assessments made. 
Almost all the Manging Agents have since been follow¬ 
ing this procedure :— 

The main features .—(1) The Act imposes tax only on 
such agricultural income as is derived from lands 
situated in Assam. The tax is levied on each financial 
year on the agricultural income of the previous years 
(Section 3). 


(11) The Agricultural Income-tax Officer can also call 
on an assessee to produce accounts and other evidence 
[Sections 20 (2) and 20(3)]. The law also provides for 
the making of supplementary assessments in respect of 
escaped agricultural income within 3 years (Section 30 ) 
and for rectification of apparent mistakes within 3 years 

(12) Against the Agricultural Income-tax Officer’s 
assessment, appeal lies to the Appellate Assistant Com¬ 
missioner of Agricultural Income-tax. It is also open 
to the assessee to move the Agricultural Income-tax 
Officer to re-open ‘default’ assessments, if he can show 
that his default was due to ‘sufficient-cause’ and a right 
of appeal lies to the Assistant Commissioner against the 
order of the Agricultural Income-tax Officer refusing to 
re-open such assessment (Section 24). 

(13) The Commissioner of Agricultural Income-tax 
has got appellate power in respect of orders passed by 
the Assistant Commissioner, either levying a penalty or 
enhancing the demand. He also possesses wide powers 

nl," v !SclSL by ” ny hls ■ ubordl - 


(2) It imposes tax on net income only. The net in¬ 
come is arrived at after deducting from'the gross re¬ 
ceipts such allowances as are admissible under the Act 
8—1, T. E. Com. (N. D.) 55 


(14) Tax is collected either by the Agricultural In- 
come-tax Officer himself (Section 35) or by the Collec¬ 
tor of the District as a public demand payable to the 
Collector [Sections 35 & 36(3),]. 
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(15) There are special sets of provisions to deal with 
cases in which tax is evaded e.p., Section 3A—Trans¬ 
fer of assets to wife or minor child. 

(16) All documents, accounts, etc., which officers of 
the Agricultural Income-tax Department receive in con¬ 
nection with assessments, appeals, etc., are treated as 
confidential; and the disclosure of any of these, except 
for the purpose of the Act and certain other specified 
purposes, is an offence. 


Agricultural Income-tax Inspector as one of the tax¬ 
ing authorities under section 18(1) of the Act, 

3. Rates of levy and exemptions .—The rates of Agri¬ 
cultural Income-tax are fixed annually under the Assam 
Finance Act. The rates follow the slab system, i.e., the 
rates increases with successive slices or slabs of the 
total agricultural income of an assessee. 

There are different rates for different classes of per¬ 
sons— 


(17) The law provides for the levy of penalties by the 
Agricultural Income-tax Officer and prosecution before 
a magistrate for certain offences (Sections 22, 40 and 41). 

2, Amendments .—There was no change either in the 
Act or the Rules thereunder till 1950. Although the 
original Act contained certain minor defects, it was 
working quite satisfactorily. The Act was first amended 
in 1950 and then in 1952 (copies enclosed). The amend¬ 
ment of 1950 was made to (a) minimise the scope for 
evasion by including the income of a person to whom 
assets have been transferred without adequate conside¬ 
ration, (b) make provisions for computation and reco¬ 
very of tax in certain cases, (c) clarify certain pro¬ 
visions of the Act, (d) make provisions for setting 
off loss under one item against the agricultural in¬ 
come under other items during the same year, (e) for 
assessment of discontinued firm or association, (/) for 
disclosure of information under certain circumstances. 
The amendment of 1952 provides for appointment of 


1. On the first Rs. 1,500 of total income 

2. On the next Rs, 3,500 of total income. 

3. On the next Rs. 5,000 of total income. 

4. On the next Rs. 5,000 of total income. 

5. On the balance of total income * 


(1) Concessional rates for Hindu undivided or joint 
family, 

(2) Ordinary rates for individual, firms and associa¬ 
tion of persons and 

(3) the maximum rates for the Companies. 

The rates of tax as fixed by the Assam Finance Act, 
1939, were as follows— 

A.—In the case of every Hindu undivided or joint 
family— 

(a) at the rate applicable under the list of rates 
contained in paragraph B below to a sum 
equal to the share pi a brother if such share ex¬ 
ceeds Rs. 5,000; 

(b) at four pies in the rupee, if the share of a 
brother is Rs. 5,000 or less. 

B.—In the case of every individual, firm and other 
association of persons (other than Companies)— 

___ Rate 


Nil 

Nine pics in the rupee. 

One anna and three pics in the 
rupee. 

Two annas in the rupee. 

Two annas and six pies in the 
rupee, ' 



C.—In case of every Company— 

On the whole of total income ...... 

Provided always that— 

(i) no agricultural income-tax shall be payable on 
a total agricultural income which does not ex¬ 
ceed Rs. 3,000 and 

(ii) the agricultural income-tax payable shall be no 
case exceed half the amount by which the 
total agricultural income exceeds 'Rs, 3,000. 

There was no change of above rates till the year 
1948-49. 

The first changes in the rates were made in Assam 
Finance Act of 1949. The rates for 1949-50 were as fol¬ 
lows-— 


Two annas and six pies in the 
rupee. 

A ; —In the case of every Hindu undivided or joint 
family— 

(a) At the rate applicable under the list of rates 
contained in paragraph B below to a sum equal 
to the share of a brother if such share exceeds 
Rs, 5,000; 

(b) At four pies in the rupee, if the share of brother 
is Rs. 5,000 or less. 

B.—In the case of every individual, firm and other 
association of persons (other than Companies— 


(a) On the first Rs. 1,500 of total income 


Rate 

Nil 


(b) On the next Rs. 3,500 of total income 
(1 c ) On the next Rs. 5,000 of total income 

(d) On the next Rs. 5,000 of total income .... 

(tf) On the balance of total income ..... 

C. —In the case of every Company the total income of 

On the whole of total income . . . , , 

D. —In the case of any other Company the total income 

(a) On the first Rs. 10,000 of total income . . 

(b) On the balance of total income .... 


Nine pics in the rupee. 

One anna and three pies in the 
rupee. 

Two annas and six pies in the 
rupee. 

Four annas in the rupee, 


which does not exceed Rs. 25,000— 

Two annas and six pies in the 
rupee. 

of which exceeds Rs. 25,000— 

* • • • Two annas and six pics in the 

rupee. 

Four annas in the rupee. 


The second change in the rates was made in the 
Assam Finance Act of 1950 as follows— 

A.—In the case of every Hindu undivided or joint 
family— 


to the share of a brother if such share exceeds 
Rs. 6,000. ' ' “ 

(b) At four pies in the rupee, if the share of the 
brother is Rs. 6,000 or less. 


(a> At the rates applicable under the list of rates 
contained in paragraph B below to a sum equal 


(a) On the first Rs. 1,500 of total income . 

(b) On the next Rs, 3,500 of total income 

(c) On the next Rs. 5,0000 of total income 

(d) On the next Rs. 5,000 of total nicome 
{e) On the balance of total income . 


B.—In the case of every individual, firm and other 
association of persons (other than Companies).— 

...... Rate “ 

. Nil 

* • • * . . Nine pies in the rupee, 

. One a^na and three pies in the 
rupee. 

.Two annas and six pies in the 

rupee. 

* ’ - . * - * Four annas In the rupee. 
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C.—In the ease of every Company— 

On the whole of total income . Four annas in the rupees. 

All the above changes in the rates were made with 
the object for countering inflation and balancing bud¬ 
get. 

4. Administrative set-up —A full-fledged department 
has been set-up with effect from the 1st January 1943 
for administration of the Act with the following autho¬ 
rities— 

(1) Board of Agricultural Income-tax (composed of 
one Member—Part-time). He is also Secretary 
to the Government of Assam, Finance Depart¬ 
ment. 


(2) Commissioner of Agricultural Income-tax (part- 
time). He is also Commissioner of Taxes and 
Commissioner of Excise. 

(3) Assistant Commissioner of Agricultural Income- 
tax (both Inspecting and Appellate), and Secre¬ 
tary to the Board of Agricultural Income-tax. 

(4) Two Agricultural Income-tax Officers. 

The Department consists of as many as four sections 
ie., the Commissioner’s Section dealing with appellate 
and revisional work; Assistant Commissioner’s Section 
dealing with appellate, inspection and refund work, 
Board’s Section dealing with the administration of the 
Act and references thereunder to the High Court, and 
the two income-tax Officers’ Section dealing with origi¬ 
nal assessment, collection and refund work. The whole 
office is under the supervision and control of the Assis¬ 
tant Commissioner as Secretary to the Board of Agri¬ 
cultural Income-tax. The Agricultural Income-tax 
Officers whose jurisdiction spread over the whole State, 
undertake tours visiting from place to place for exa¬ 
mination of accounts of the assessees and local enquiries. 
One of the Agricultural Income-tax officers is mainly 
incharge of assessment and collection work and the 
other is in-charge of refund work in addition to assess¬ 
ment. 

As a measure of safeguard against loss of revenue re¬ 
sulting from evasion of tax, 4 Inspectors of Agricultural 
Income-tax have been appointed and they have under¬ 
taken thorough survey throughout the State after a 
period of training. The jurisdiction of the Inspectors 
have been delimited for better work and supervision. 
Their head-quarters have been fixed at different impor¬ 
tant places. Their main duties are to collect information 
of probable assessees, make local enquiries where neces¬ 
sary and to assist the Agricultural Income-tax officers 
in assessment and collection of revenues. 

The office is under the administrative control of the 
Finance Department to the Government of Assam. The 
Secretary is the head of the department and exercises 
control at the Secretariat level. 

( i) The Agricultural Income-tax officers are the assess¬ 
ing officers. They are occasionally helped by the Ins¬ 
pectors in examination of accounts and making local en¬ 
quiries. There are no separate unit offices for Agricul¬ 
tural Income-tax Officers. They are attached to the 
office of The Assistant Commissioner of Agricultural Ih- 
come-tax, with headquarters in Shillong and exercise 
jurisdiction on the whole State. 

(ii) The appeal against the assessment order of Agri¬ 
cultural Income-tax Officer lies to the Assistant Com¬ 
missioner. He has power to enhance, reduce or cancel 
the assessment on appeal. He has to decide all questions 
of law and fact arising in the course of assessment. 
The Act also confers a limited right of appeal to the 
Commissioner against the orders of the Assistant Com¬ 
missioner imposing a penalty for concealing agricul¬ 
tural income or an order enhancing an assessment on 
appeal. 

The Commissioner has a power of revision in respect 
of the proceedings of Assistant Commissioner and Agri¬ 
cultural Income-tax Officers. The revisional jurisdiction 
being one of superintendence and correction, it can be 
exercised sou motu t or, on being moved to that end by 
the aggrieved party. The powers of the Commi^ioner 
on revision are not specifically enumerated, but they are 
co-extensive with those of the Assistant Commissioner 
mainly on appeal. His decision is final on all questions 
of fact arising in a case. 

( in) The amount of tax payable under the Act is 
fixed in the first instance by the Agricultural Income- 
tax Officer. He issues a demand notice on the assessee 
to pay the tax. If the assesses fails to pay the tax with¬ 


in the period specified in the demand notice, he becomes 
a defaulter. In such cases the Agricultural Income-tax 
Officer either imposes a penalty or sends a certificate 
to the Collector for realisation of the same as a public 
demand payable to the Collector. On receipt of such 
certificates the Collector takes action to realise the dues 
under the Bengal Public Demands Recovery Act. 

5. Cost of Administration , etc. —The total expenditure 
of this Department is simply negligible when compared 
with the receipts. The incidence of expenditure on re¬ 
ceipt generally stand at below 1 per cent, as will ap¬ 
pear from the figures given in Annexure I. Tax admi¬ 
nistration and tax collection appear to be quite satis¬ 
factory. About 95 per cent, of the tax is paid by the 
Tea concerns. Except for the crisis during the last 
year in the tea industry, the tea companies are very 
prompt in submission of returns and payment of taxes. 
The main difficulty arises with regard to other assessees 
who have income from agricultural produce such as jute, 
paddy, etc. Their tendencies are to avoid liability and 
delay payment of the taxes. The department also en¬ 
countered difficulty in the matter of collection of re¬ 
venue through the Collectorate. Measures have been 
advised to take prompt action in execution of certificate 
proceedings by the Collectorate. To improve efficiency 
of administration and collection of taxes the following 
devices are resorted to— 

( 1 ) Survey lists of probable assessees have been 
prepared by visiting different localities by the 
Inspecting staff. 

( 2 ) Survey lists have been brought up-to-date in 
consultation with the Land Records staff of the 
Government. 

(3) Summary assessments and penalties are resort 
ed to speed up assessments and collection. 

(4) Frequent reminders are issued to the Central 
Income-tax authorities for disposal of tea cases. 

(5) Examination of accounts "of the assessees are 
made at different centres for convenience of the 
assessees. 

( 6 ) Local enquiries and visits are made to prevent 
evasions. 

(7) Pending lists for collection are prepared at the 
end of each month to ensure speedy recovery 
of outstandings dues. 

6 . Receipt. —The Annexure I exhibits the receipts 
from the tax for the last 7 years. It indicates an upward 
trend upto 1952-53. About 95 per cent, of the revenue 
under the Agricultural Income-tax in Assam is derived 
from tea assessees and as such the receipts under this 
head entirely depend on the conditions of the tea market. 
The upward ftend is due to rise in the price of tea, Juce, 
paddy and other agricultural produce as well as dis¬ 
covery of new assessees and speedy disposal of tea cases. 
The low receipts (estimated) for 1953-54 are accounted 
for by crisis in tea market last year. 

7. Arrears. — The trend is upward as per Annexure 
II but this is only a temporary phase. This trend is ac¬ 
counted for by ( 1 ) suspension of large amounts due to 
appeals and references in High Courts on the question 
of taxability of forest income and salami , ( 2 ) tardy col¬ 
lection by the Collectorate under Section 36, (3) pay¬ 
ment by instalments, (4) disposal of large number of 
tea assessments at the fag-end of the year, and (5) want 
of funds in the hands of tea assesees. 

The tardy collection by the Collectorate is attempted 
to be eliminated by a closer co-operation and to that 
end, has been arranged that departmental Officers will 
sort out the Bakijai cases and help the Bakijai Officers 
in drawing up a programme of execution to ensure 
speedy collection. To induce prompt payment, penal¬ 
ties are imposed and certificates for recovery are 
issued. 

8 . Evasion and avoidance, —There ore various methods 
employed by assessees for evasion of tax but the extent 
of revenue loss is not ascertainable. Some of the methods 
employed are ( 1 ) Not to enter cash sales in the account 
books. Large amounts of cash sales are kept outside 
the books of accounts in order to reduce the profit and 
thereby to avoid agricultural income-tax. The only way 
to trace such transaction is through banks. But the 
the banks are not willing to furnish the information as 
they treat the same as confidential. (2) Large amounts 
are drawn for fictitious payment. Assessees generally * 
draw cheques for fictitious payment and obtain the 
money with a view to show the same as expenditure in 
the account books. By this means the cost and purchase 
figures are inflated so as to decrease the total profits in 
the year. In such cases it may be made compulsory for 
banks to make note of all such cheques and to main¬ 
tain proper records of the persons who cashed the 
cheques in question. 
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Section 11— Replies to Questions 

Question No. 139. 

The Assam Agricultural Income-tax Act came into 
force with effect from 1st April, 1939. This is one of 
the important sources of revenue of the Assam Gov¬ 
ernment. Total tax realised from this source for the 
last three years are as follows : — 

Tea Landlords Temporary Total 

Gardens Landholders 


The rates of depreciation are as follows:^ 

Class of machinery, implements, plants and other Percentage 
capital assets on written 

down value 
or prime 
cost 

1, Fencing of substantial material , 5 

2. Pucca wells ....... qJ 


I 95°”5 1 • 75>79>53° 1,50,000 

1951- 52 • 90 , 55.264 L45.° DO 

1952- 53 .1,07,16,457 2,02,235 


Loo, 797 

78,30,327 

3. Tube wells . * . . . . . 

61 

96,012 

92,96,276 

4. Bullock drawn wooden or leather implements and 

25 

93,088 

1,10,11,780 

other small hand implements. 


From the above figures it will appear that about 97 
per cent, of the revenue is derived from tea gardens 
about 2 per cent, from landlords and only about 1 per 
cent, from ordinary landholders. The land reform in 
Assam will not reduce the yield materially under the 
Agricultural Income-tax. The yield under this head 
depends mainly on the price of tea. As the major por¬ 
tion of the revenue is derived from the tea gardens there 
is no necessity to make any modification in the present 
system of taxation of Agricultural Income in view of 
any land reform. 

Question No. 140. 

(a) Does not arise. 

There is no necessity for a single tax on the total of 
agricultural and non-agrieultural income. The present 
system of levying tax separately on agricultural income 
should continue. In Assam 90 per cent, of the tea gar¬ 
dens are owned by companies and as such they are pay¬ 
ing the tax at the maximum rate. The State Govern¬ 
ment will not therefore be benfited very much from 
the assessment on the basis of the total of the two 
types of income—agricultural and non-agricultural— 
unless the rates of tax on companies are fixed on the 
slab system. 

(b) Does not arise. 

Question No. 141, 

The Inspectors of Agricultural Income-tax appointed 
Under the provisions of the Act have been entrusted 
with the determination of taxable income of the rural 
population. 

They are to make a thorough survey of areas and 
collect the names of probable assessees and also any 
concealed agricultural income after local investigation. 
Their reports about the agricultural incomes of rural 
population who generally never keep proper accounts 
of their agricultural income, as required under the Act, 
contain : — 

(i) Approximate area under cultivation with differ¬ 
ent crops stating whether single or double crop¬ 
ping. 

(ii) Mode of cultivation—whether cultivated by 
himself or under adhi or khandua system, 

(iii) Average market price of paddy or jute or any 
other agricultural produce in each locality. 

(in) Average cost of production of different crops in 
different areas. 

(u) Average yield per acre. 

After obtaining the reports of the Inspectors the Asses* 
sing Officers make the assessment after giving hearing 
to the assessees. 

This procedure appears to be quite satisfactory to the 
assessee as well as to the Department, 

(i) There are provisions in the Ass^m Agricultural 
Income-tax Act to allow all those deductions from the 
gross agricultural receipts. When no accounts are pro¬ 
duced showing the expenses incurred by an assessee, 
the procedure laid down above is followed. 


5. Bullock drawn iron implements .... 

6. Tractors and oil engines and their implements , 

7. Weighing machine ...... 

8. Power-pumping machine .... 

9. Country cart ....... 

10. Factory-made cart iron material with rubber tyred 

wheels (Dunlop Cart) 

11. General (machine, implements, plants and other 

assets) not provided for above specifically. 

12. Building ...... 


As per In* 
dia In* 
come-tax 
Act. 


In respect of animals which have been used for the 
purpose of agriculture and have died, the difference 
between the original cost to the assessee of the animals 
and the amount, if any realised in respect of the car¬ 
casses of animals is allowed. 

Question No. 142. 

The Annuhl Assam Finance Act fixes the rates at 
which agricultural income is to be taxed in a particular 
year under the Assam Agricultural Income-tax Act, 
1939. 

The rates of Agricultural Income-tax for the financial 
year 1953-54 are as follows— 

A. —In the case of every Hindu undivided or joint 
family: — 

(a) At the rate applicable under the list of rates 
contained in paragraph B below to a sum equal 
to the share of a brother if such share exceeds 
Rs. 6,000. 

(b) At four pies in the rupee, if the share of the 
brother is Rs. 6,000 or less. 

B. —In the case of every individual, firm and other As¬ 
sociation of persons (other than Companies): — 

Rate 


(a) On the first Rs. 1,500 of total income 

(b) On the next Rs. 3,500 of total income 


(c) On the nest Rs. 5,000 of total in* 


(d) On the next Rs. 5,000 of total income 


(tf) On the balance of total income 


C.—In the case of every Company— 


Nine pies ■ in 
the rupee. 

One anna and 
three pies in 
the rupee. 

Two annas 
and six pies 
in the rupee. 

Four annas in 
the rupee. 


(ii) There are provisions in the Assam Agricultural 
Income-tax Act, 1939, to set off losses under one head 
against losses under another. The assessees are allow¬ 
ed to carry forward their losses and set them off against 
profits of subsequent years. But no loss is allowed to 
be carried forward for more than six years. 

It is better to set off the loss in one year against in¬ 
come of subsequent years instead of taking the ave¬ 
rage income over a number of years. There are also 
practical difficulties to follow the procedure of taking 
the average income of 3 to 5 years. 

(iii) There are provisions in the Assam Agricultural 
Income-tax Rules to allow depreciation on these items. 


On the whole of total income . . Four annas in 

the rupee. 

Provided always that— 

e (?) No agricultural income-tax shall be payable 
on a total agricultural income which does 
not exceed Rs. 3,000, and 

(ii) the agricultural income-tax payable shall in no 
case exceed half the amount by which the total 
agricultural income exceeds Rs. 3.000. 

The above rates are quite suitable for Assam for the 
present. One uniform rate for all the States will not be 
Workable. 
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India is a sub-continent and the economic conditions 
are different in different States., Thus it does not seem 
possible to have a uniform limit of exemption in all the 
States, 


Annexure I 

Statement showing the collection and expenditure of the 
Agricultural Income-tax Department from 1946-47 


Assessment year 

Receipts 

Expendi¬ 

ture 

Percentage 
of expen¬ 
diture on 
receipts 


Rs. 

Rs. 

Rs. 

1946-47 . 

44 *° 7 * 7 I 5 

48,430 

1*098 

1947-48 . 

40*01,699 

46*585 

1* 16 

1948-49 . 

5 I » 5 I » 57 ° 

50,244 

•98 

1949-50 ■ 

65,40,325 

/ 43,491 

*65 

1950-51 . 

7 8 . 3°.327 

48,85! 

* 62 

1951-52 • 

92,96,276 

75*824 

*82 

1952-53 • 

1,01,11,780 

84,800 

*77 

• 953-54 (Estimated) . 

. 60,00,000 

94,178 


Annexure II 



Statement showing 

arrears at the end of each year 




Rs. 

1946-47 



2,80,780 

1947-46 



7 * 43.759 

1948-49 . . . 



5* i 8 *2 8 3 

1949-50 



8*02,330 

1950 - 5 1 



6,46,569 

1951-52 



18,19,605 

1952-53 



17*56,061 


LAND REVENUE AND LAND CESSES 

Section I— Factual Background 

See Memorandum III. 

Section II— Replies to Questions 

Question No. 143, 

Yes, the major part of Assam excluding the Hills is 
settled under the Ryotwari System and is already sub¬ 
ject to periodical settlement under the provisions of the 
Assam Land Revenue Re-assessment Act, 1936. Steps 
are being taken to acquire the Zamindaries in Goal- 
para and in the Karimganj Sub-division of the Cachar 
District. Under the Assam State Acquisition of Zamin¬ 
daries Act, as recently amended, every raiyot or non- 
agricultural tenanx holding land in any estate or tenure, 
is entitled to hold the same directly under the State on 
the same terms and conditions as immediately before 
the date of vesting until further legislation is made in 
this behalf. It will not be possible therefore to bring 
these areas under periodical settlement immediately 
after acquisition of the Zamindaries. But the desir¬ 
ability of placing them under periodical settlement for 
the sake of uniformity and a more rational assessment 
of revenue is recognised and it is intended to provide 
for this by further legislation at a later stage. 

Question No. 144. 

The existing revenue laws in the State have enough 
provision to meet with all the aspects of the improve¬ 
ment 'sought for in the question, and as such nothing 
new appears to be necessary in this regard—we now 
examine the question point by point, 

(i) Period of Guarantee .—The Assam Land Revenue 
Re-assessment Act, 1936 provides that the period of re¬ 
settlement should ordinarily be 30 years. This shows 
that in cases, where Government consider it desirable, 
this period may be shortened or lengthened. In case 
of lands newly brought under Ryotwari system the 
maximum period of 30 years should be allowed. It is 
needless to say that during the pendency of the period 


of a settlement the revenue in respect of a particular 
holding cannot be increased except under special cir¬ 
cumstances. So no other provision is necessary in this 
regard. 

(ii) and (Hi) Scope of Guarantee .—As has been ob¬ 
served above, the land revenue in respect of a holding 
does not vary within the period of resettlement. The 
land revenue is assessed under the Soil Unit System 
after taking into consideration the relative productivity 
of the soil, etc. It has also been provided in the Assam 
Land Revenue Re-assessment Act that even in the next 
Re-settlement the increase of revenue must be within a 
certain limit only, t 

Besides this there is provision for allowing the benefit 
of graduated enhancement if the total revenue of a 
holding exceeds the former revenue by Rs. 12. 

(iv) (a) The existing law provides that if a settlement 
holder improves his land during the period of resettle¬ 
ment in such a manner thaj, it should be re-assessed (at 
the next settlement) two or more classes higher—then 
the holding should be assessed one class lower. This is a 
sufficient incentive for improving the land so as to de¬ 
rive increased production. In case of big holdings 
which are few in the State, Government may consider 
the question of giving some reward for increased pro¬ 
duction. 

(b) and (c) No further incentive is feasible for shifts 
of production and capital improvement in land. 

(u) There will be lot of administrative difficulties if 
the system of payment in kind is introduced. 

The following are some of the main difficulties— 

(1) Collection will mean a heavy expenditure— 

(2) Difficulty in storage. 

(3) Transport charges. 

(4) Uncertainty of revenue, 

(5) Risk of cultivators delivering the inferior part 
of their produce in lieu of land revenue. 

From the point of view of the cultivators also pay¬ 
ment in kind would not be advantageous as the majo¬ 
rity of holdings in Assam are uneconomic and the pro¬ 
duce obtained is not sufficient to meet the cultivators* 
own requirements. 

Hence this method cannot be recommended. 

(vi) Uniformity between the States in the matter of 
settlement is desirable. It may be mentioned here, that 
the Soil Unit System on which our settlement is based 
was introduced in Assam by Sir Bamfylde Fuller from 
the Madhya Pradesh. 

Question No. 145. 

Our existing Acts and Rules regarding Resettlement 
appear to be adequate in the present set-up of things 
and we do not think we need adopt any additional 
measures. 


Question No. 146. 

A surcharge to bring the old rates into conformity 
with changed conditions can be levied either at a flat 
rate or graduated according to crops grown and size 
of holding. But a flat rate will be appropriate only 
when the improvement is equally shared by all the 
areas. A graduated rate cannot be fixed without de¬ 
tailed reclassification and enquiry which is possible only 
dqring a resettlement operation. As such we do not 
consider it possible to adopt such transitional steps. 

Question No. 147. 

The only way to remove or reduce the disparity 
in respect of such land is to resettle that area after 
proper survey and classification. So far as this State 
is concerned certain areas of Balipara and Tirap Fron¬ 
tier Tracts have merged in the State. For these areas 
House tax was being paid. We have taken steps to sur¬ 
vey and classify these areas gradually to bring the re¬ 
venue thereof on par with the revenue of the other areas 
of the districts into which these areas have been mer¬ 
ged. 


Question No, 148. 

As stated in the reply to Question 143 above further 
legislation will be necessary to regulate the assessment 
of permanently settled areas after the abolition of 
Zamindaris. 


(1) Provision will have to be made in the proposed 
legislation for the fixation of post abolition assessment 
and for compensation payable by the State. As the 
tenants occupy much better right under the Goalpara 
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and Sylhet 'Tenancy Acts than in the temporarily set¬ 
tled areas it is anticipated that no compensation will be 
realisable from the occupants. The new assessment 
may be fixed at a certain percentage above the pre¬ 
abolition rent on the same principles as adopted in the 
Assam Land Revenue Re-assessment Act for the tem¬ 
porarily settled areas. 

(2) Steps have already been taken to prepare the re- 
cords-of-rights after detailed survey of the Zamindari 
areas and it is expected that these will be ready by the 
time the question of re-assessment is taken up. 

(3) Steps have also been taken to train the requisite 
staff by immediately opening an additional course for 
recorders in the Assam Survey School and by extending 
the School to accommodate more recorders in each 
course. 

Question No. 149. 

We do not think any modification in the principle of 
assessment will be necessary even in case of Co-opera¬ 
tive Farming being widely adopted. 

Government may however give incentive to such ad¬ 
ventures by granting remission of a part of the revenue 
in different periods under a graduated scale. 

Question No. 150. 

(i> Certain lands in this State are held revenue-free 
or at half revenue. Technically these lands are known 
as Lakhiraj and Nisf-Khiraj respectively. These lands 
were originally granted by the ancient rulers of the 
States either for furtherance of a religious tenet for the 
maintenance of Satras or Temples. The lands granted 
to Temples from which the articles of daily or periodic 
workship in a Temple is derived are generally revenue 
free. The lands are commonly known as Bhogodhani ; 
the rest of the land mentioned above are now generally 
assessed to half revenue although at the time when 
these were gifted they were stipulated to be revenue 
free. Certain other lands were gifted to some illus¬ 
trious persons as a reward of their meritorious service 
to the society in the 'State or for certain outstanding 
quality. These lands particularly those gifted to Satras 
and Temples have been serving some useful public pur¬ 
poses in as much as with the proceeds thereof a good 
many families, viz,„ the Sebaits and the Paiks are being 
maintained, besides being a great help in the further¬ 
ance of the religious tenets (both of Hindu religion as 
well as Muslim and other religion as in the case 
of lands gifted to Poa Meeca at Hajo) and the obser¬ 
vance of the religious rites. This system has to a great 
extent served to maintain the individual national cha¬ 
racteristic of the people and we feel that the present 
concession in the form of the abandonment of revenue 
in respect of these lands should continue as at present. 

(ii) In this State certain areas are settled at a nomi¬ 
nal revenue or even without revenue with some public 
institutions, educational institutions and the like, the 
condition, of course,, generally being that such lands will 
revert to Government when they are not used for the 
purposes for which they are meant. The system ap- 
i pears to be not only useful but also necessary for en- 
couring such institutions through which only this 
State can develop certain necessary elements. Hence in 
this case also we do not think any deviation should be 
made. 

(iti) Suspension and remission of revenue is given in 
cases off widespread natural calamity as also for indi¬ 
vidual calamity. This is necessary for the sake of equity 
and justice and there is no reason why the State should 
deviate from it. 

Question No. 151. 

(i) & (ff) We have provision for change of classifica- 
cation and assessment when an agricultural land in 
rural or urban a*eas is found to be used for non-agri- 
cultural purposes. 

(in) Land used for non-agricultura] purposes are 
classed separately and a higher assessment is levied and 
as such no modification in the present system is called 
for. 

Question No. 153. 


With the expansion of Government activities increas¬ 
ing burden has been thrown on the Revenue staff of all 
ranks. This is particularly true of the MandaJs or Pat- 
waris, who are practically the only regular village level 
officials. In addition to their regular land-records and 
revenue assessment works they have now to deal with 
various development and statistical works like different 
censuses (Human, livestock), National Register of citi¬ 
zens. Annual correction of voters lists. This has defi¬ 
nitely affected the efficiency of revenue collection and 
administration. The remedy lies in reducing the size of 
circles, sub-circles and Mandals, lots or in appointing 


a separate agency for general statistical work at differ¬ 
ent levels. A sample survey carried out by the Direc¬ 
tor of Statistics, Assam shows that the size of Mandates 
lot in Assam is one of the largest in India. 

Question No. 153. 

There has been no delegation of the State’s function 
in respect of land revenue to local bodies in Assam. In 
fact even the local rate or cess is collected by the State 
and is later on allotted to the local bodies. We are 
definitely of the opinion that delegation of this function 
to the local bodies will adversely affect collection and 
is not therefore desirable. 

Question No, 154. 

(?) The present basis of levy of land cess or local 
rates is “annual value”. According to the Assam Local 
Rates Regulation the annual value is the land revenue 
in the case of land liable to be periodically resettled at 
full rates and it is gradually increased in the case of 
other classes of land. 

( ii ) As will be seen from the above an element of 
graduation is introduced in fixing the annual value. As 
such no graduation in the rate of the cess is thought 
necessary. 

(iii) (a) The entire collection from the cess or local 
rate is placed at the disposal of local bodies. The local 
bodies have however to pay the commission for collec¬ 
tion. This may continue. 

(b) The cess should not be rigidly earmarked for spe¬ 
cific purposes as this will make it difficult for the local 
bodies to function. As at present the cess should go 
towards the genera) revenue of the local bodies and it 
should be left to them to apportion it for different pur¬ 
poses subject to Government’s control. 

( iv ) No special problem has arisen. 


IRRIGATION RATES AND BETTERMENT LEVY 

Section I— Factual Background 

Prior to 1940 there was no organisation to carry out 
irrigation, embankment and drainage works in Assam 
at Governmental level. An Embankment and Drainage 
Act was passed in 1940 authorising the State Govern¬ 
ment to undertake such schemes and to realise the cost 
of such schemes by levying a Water-rate. Prior to the 
starting of the Grow-More-Food activities there was 
very little of embankment and drainage work meant for 
bringing new benefits to the people. The few works that 
were undertaken were mainly of a protective character 
or works undertaken to restore damages and dangers 
caused by floods and rivers vide Annexture I. Work 
for real betterment was undertaken only with the in¬ 
auguration of the Grow-More-Food schemes. Under 
the schemes of the Act it would have been possible to 
realise a betterment levy or irrigational cess for such 
schemes. But the procedure prescribed by the Act was 
such that it would invariably lead to delay. In the in¬ 
terest of quick implementation of Grow-More-Food 
schemes it was decided not to go in for such levy. 

Since 1951-52 the Government of India had been in¬ 
sisting on implementation of irrigation and drainage 
work under the Grow-More-Food schemes with the assis¬ 
tance of loan. The loans have to be repaid. Hence the 
question of realising a betterment cess or water rate was 
under consideration. In September last an Act has been 
passed by the State Legislature enabling the levy of 
a water-rate or betterment cess on areas benefited by 
irrigation and drainage works with a speedy procedure. 
No levy has yet been made under the provisions of this 
very recent Act. 

Section II— Replies to Questions 

Question No. 155. 

(i) Yes. 

(ii) No. Major irrigation works in Assam are invari¬ 
ably measures to prevent flood and for drainage of 
water-logged areas. Hence the question of levy of a 
irrigation rate for the water supply does not arise. 

(Hi) Does not arise. 

(i?j>) It is. proposed to realise a premium on wasteland 
benefited by any scheme at the time of settlement of 
the land. This will be in addition to any irrigation rate. 

Question No. 156. 

In Assam the scheme is not to realise any rate or cess 
as so much percentage of the increment in the land 
value. The idea is to recover the cost of the work and 
expenses of maintenance and repair in annual instal¬ 
ment of anything upto 30 years irrespective of the in¬ 
crement in the land value. The assessment will be on 
acreage basis for the area benefited. The realisation will 
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be at a flat rate. The assessment will be done by the 
land revenue stall in co-operation with the Public Works 
Department, and the realisation will be done by the nor¬ 
mal agency for collection of land revenue. 

The idea is to start recovery after a couple of years 
so that the benefit may actually be derived by the cul¬ 
tivator before he is made to pay. 

It may be possible and proper to impose a betterment 
levy on lands already benefited by an existing irriga¬ 
tion work. There is, however, one aspect of the matter 
to be considered. If there had been resettlement of the 
area in question after the work has been executed natu¬ 
rally there must have been increase in the rate of land 
revenue in consideration of the betterment effected. In 
such cases a further betterment levy would amount to 
double taxation for the same benefit. In cases, however, 
when there had been no resettlement after the work 
and when the time for resettlement is far off a better¬ 
ment levy would both be proper and practicable. 

It will not bg advisable to earmark the proceeds of 
such a levy for any specific purpose, ^ but Government 
would naturally have in view the receipts accrued in 
sanctioning more and other irrigation projects. 

Question No, 157. 

(i) As stated in reply to question 156 the levy is 
meant only to cover the cost of the work. Hence it 
will have no reference to the actual increase in yield 
or crops. As stated earlier there had been no levy on 
old irrigation works and the scheme for levy on new 
Irrigation works is not yet given effect to, 

(«) Our proposal is to realise the cost of the works 
by flat levy at so much per acre on lands thus benefit¬ 
ed. As stated earlier the question of supply of water 
does not arise. 


(hi) Yes. A period of ten years should be reason¬ 
able and will be of administrative convenience also. 

(iu) It is not proposed to have any concessional or in¬ 
centive rates. But with a view to encouraging the pro¬ 
duction of specific crop or adoption of desired farming 
techniques the starting of the period of levy may be de¬ 
ferred by a number of years. 

Question No. 158. 

No compulsory irrigation cess is proposed. The addi¬ 
tional levy will be merely to recoup the cost incurred 
plus the cost required for maintenance and repairs. 

Question No, 159. 

These items were not discussed in connection with the 
minor irrigation works or tube^well schemes. In the 
case of minor irrigation works executed by the Agri¬ 
culture Department the system is that the people give 
the land and the labour and the Government give a cash 
contribution roughly equal to the value of the land and 
labour donated by the beneficiaries. 

Question No. 160. 

In cases where Capital and Revenue Accounts for 
works already completed have not been maintained and 
where a resettlement is due within a reasonable time it 
would be preferable so to fix or enhance the land re¬ 
venue as to include an element of betterment or irriga¬ 
tion rate or cess. 

Question No. 161. 

As the scheme for imposition of irrigation rates or 
betterment levy have not been given effect to there is 
yet no scope for any surcharge on these items. 


Name of Work or 
Works 


Total capi¬ 
tal outlay 


Annexure 1. 
Total Receipts 


Area irrigat¬ 
ed (area ap¬ 
prox. bene- Water Cesses Portion Other 

fited in acres) rates of land receipts 

revenue (to be 
due to speci- 
irriga- fied) 

tion 


Total 


Working ex¬ 
penses 


Interest Net re- Remarks 
charges venue 


I. Minor Irrigation 
Schemes prior 
to 1951-52 (exe¬ 
cuted through the 
P.W. D. )/ 


Rs. 19,70438 12,000 acres 
(Expenditure 
incurred pri¬ 
or to 195 1 -52). 


Nil 


20 Nos. Drainage, 
Irrigation and 
Flood Protective 
Schem , 

• (partly completed.) 


2. Minor Irrigation Rs. 9,93,714 18,500 acres 

Schemes for (during 1951- (during 1051- 

195^52 (executed 52), 52,) 

through the 
P, W. D.). 


Nil (upto date) Rs. 19,820 Nil. .. Main- 

(during 1951- tenance 

52) cost only 


26 Nos. Drainage, 

Irrigation and V 

« Flood Protective 
Schemes. 

(Some partly, 
some wholly 

completed). 


3. Minor Irrigation Rs. 2940,988 52,000 acres 

Schemes for (during 1952- (during 1952- 

1952-53 (executed 53). 53.) 

through the 

P, W. D. ). 


Rs- Ij 93 ) 9 0O > Nil .. Ditto, 
(during 1952- 
53)- 


33 Nos. Drainage, 
Irrigation and 
Flood Protective 
Schemes. 

(Some partly, 
some wholly 
completed.) 
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STAMP DUTIES AND COURT FEES 

[The Indian Stamp Act (II) 1899 and Indian Court-Fee 
Act (VII) 1870] 


The rates of stamp and court-fee duties are leviable 
now in thi» State according to the Assam Stamp and 
Court-fee (Amendments) Acts. 

Question No. 163. 


Section I— Factual Background 


1. Brief Summary of main features .—These Acts are 
Central Acts. The rates of Stamp and Court-fee duties 
prescribed in these Acts are enforced in Assam accord¬ 
ing to the provisions of the Acts. 


2. Amendments— In order to augment the State Gov¬ 
ernment revenue these Acts were amended with effect 
from 1st April 1950 for a period of five years. These 
Amendment Acts are known as toe Assam Stwnp 
(Amendment) Act, 1950 (Assam Act VII of 1950) and 
the Assam Court-fee (Amendment) Act, 1950 (Assam 
Act VIII of 1950). 


3. Rates of Levy .—By the above amendment Acts, the 
rates of levy were increased even by cent per cent, on 
certain items. Exemptions are regulated by sections 3 
and 9 of the Indian Stamp Act and section 35 of the 
Indian Court-fee Act read with Notification No. 6, dated 
the 12th September 1931 at page 79 of the Assam Stamp 
Manual (1944) and Part II—Section 2 at page 196 of the 
Assam Stamp Manual, 1944. Exemptions are also allow¬ 
ed in connection with the execution of loan bonds by 
displaced persons. The amount of loss as a result ot 
such exemptions can not be estimated. 


A, B and C.—There are no such transactions in 
Assam. Hence no suggestion. 

Question No. 164. 

Entertainment Tax is realised in stamps specially de¬ 
signed for the purpose and is under the control of Com¬ 
missioner of Taxes, Assam. 

Question No. 165. 

No such methods of evading payment of stamp duty 
have been brought to our notice. 

Question No. 166. 

As the rates of court-fees are increased by State Gov¬ 
ernments according to the needs and local conditions it 
is not possible to have uniformity in the rates. As in 
the case of stamp duty, wide disparity in court-fee rates 
from State to State should however, be avoided in the 
absence of special reasons. Assam Government have 
considerably increased the rates in certain case as en¬ 
visaged in the Assam Stamp and Court-fee Acts. 1950, 
No figures are available for a comparison of the receipts 
from court-fee with expenditure on the judiciary. Re¬ 
ceipts from Court-fees for the last seven years are as 
follows :— 


Rs. 


4: Administrative set-up. —The administrative m ^chi- 
nery is envisaged in Part I—Section 4 at page 91 of the 
Assam Stamp Manual. This is done mostly by the Dis¬ 
trict Officers with the help of their staff and establish¬ 
ment. 

5. Cost of Administration, etc— Cost of administration 
in respect of stamps and court-fee is met by the Dis¬ 
trict Officers and controlled by the Superintendent of 
Stamps, Assam. But there being no separate staff for 
the purpose under this Department, the cost of adminis¬ 
tration is practically nil. The main items of expendi¬ 
ture are on account of manufacturing cost (of stamps) 
paid to the Central Stamp Stores for the supply and the 
discount paid to the vendors. 

6. Receipts .—Receipts (both Stamp and Court-fee). 

1946-47 .... 24,72.773 


1947- 48 

1948- 49 

1949- 50 


. 18,14,363 1 

15,44,400 
. 17.53.3 68 


Thr decreasing trend 
^ was due to parti¬ 
tion in 1947. 


1946- 47 

1947- 48 

1948- 49 

1949 - 50 

1950- 5 1 

1951- 52 
* 952*53 

Question No. 167. 

No suggestion. 


Section III— Other Remarks 
Nil. 


13 . 81.477 

8,00,000 

8,00,000 

9.35.083 

8,75,000 

15,14,881 

14,15,000 


MOTOR VEHICLES TAX (GENERAL) 

[The Assam Motor Vehicles Taxation Act, 1936 (Assam 
Act IX of 1936) ] 

Section I— Factual Background 


There is an increasing 
trend in receipts due 
mainly to en¬ 
hanced rates from 
- 1 st April 1950 and 
this upward trend 
is expected tb be 
maintained in fu¬ 
ture also. 

7. Arrears .—There is no scope for arrears in so far as 
the Stamps and Court-fee duties are concerned. 

8. Evasion and Avoidance— No such cases were 
brought to the notice of this Department. There ap¬ 
pears to be no scope for evasion, except that there may 
be cases of avoidance of stamp duties by mutual under¬ 
standing in certain cases of sales, agreements, mort¬ 
gage, etc., if the parties refrain from registering such 
documents or are not required to produce such docu¬ 
ments in courts. 

Section II— Replies to the question or questions bear¬ 
ing ON THE TAX 

Question No. 162. 

(1) No suggestion. It concerns the Union. The Stamp 
and Court-fee duties are leviable according to the rates 
for various categories as prescribed in the respective 
schedules of the Stamp and Court-fees Acts. 

(2) The State Governments fix the rates of stamp and 
court-fee duties according to the needs and local condi¬ 
tions with a view to increase the State revenue. Assam 
Government have increased the rates in certain cases by 
cent percent even. It is not possible to have uniformity 
in the rates as these are increased according to the 
needs and local conditions of a particular State. But 
wide disparity in the rates from State to State should 
be avoided in the absence of special reasons. 


Introductory 

Prior to 1913-14 there was no taxation on Motor Vehi¬ 
cles of any sort. Under Section 11 of the Indian Motor 
Vehicles Act, 1914 the State Government was entitled to 
levy fees and taxes but it was only in 1936 that the 
Assam Motor Vehicles Taxation Act, 1936 was passed 
under Section BOA of the Government of India Act, 
1935. Under the Assam Local Self-Government Act 
(Assam Act I of 1915) and the Assam Municipal Act 
(Assam Act I of 1923) passed in 1915 and 1923 respec¬ 
tively all the receipts from Motor Vehicles went to local 
bodies. With the passing of the Assam Motor Vehicles 
Taxation Act which came into force from 1st March 
1937 the taxes on Motor Vehicles so long realised by 
the Local bodies, have become a source of State reve¬ 
nue and the local bodies are receiving grants in com¬ 
pensation for the loss of revenue on this account. 

1. Summary of main features .—The Act empowers the 
State Government to levy a tax on all classes of Motor 
Vehicles except those specially exempted. The State 
Government has been authorised to exclude totally or 
partially any Motor Vehicles or class of Motor Vehicles 
from the operation of this Act (Section 3). The Act pro¬ 
hibits plying of Vehicles in respect of which a tax at 
the appropriate rate specified in the first Schedule to 
this Act has not been paid (Section 4). The taxes are 
payable in advance on or before the 15th day of April 
in each year in respect of annual tax and before the 
fifteenth day of April, July, October and January each 
year in respect of quarterly tax (Section 5). It also 
provides for refund of tax (Section 7). Remission of 
tax for period during which the vehicle is not in use 
(Section 8); exemption from and remission of tax (Sec¬ 
tion 9); penalties prescribed for contravention of the 
provisions of the Act (Section 15); procedure of appeal 
against the order of assessment, imposition or recovery 
of tax (Section 17); procedure for compounding of 
offence (Section 19). 


1950-51 

• 24 , 13.593 

1951-52 

• 25,57,690 

1952-53 

26,75,600 
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2. Amendments made. —Under Section 5 of the Assam 
Motor Vehicles Taxation Act, the owner of a Motor Vehi¬ 
cle had the option of paying the tax in one annual ins¬ 
talment or in four quarterly instalments* A very large 
number of Motor owners did, in fact, take advantage 
of this concession, and even though they intended to 
use their vehicle throughout the year and could afford 
to take annual tokens applied for quarterly tokens. This 
involved a large volume of what was really unneces¬ 
sary work and expenditure. It was, therefore consider¬ 
ed desirable that Motorists should be induced wherever 
possible to take out annual licences instead of quarterly 
under the Assam Motor Vehicles Taxation Act, 1936 
there was no inducement whatever for them to do so. 
In fact there was a slight financial advantage to be gain¬ 
ed from quarterly payments. The quarterly rates were 
accordingly revised so as to make the amounts payable 
for quarterly licences slightly higher than a quarter of 
the annual tax. With this end in view the Assam 
Motor Vehicles Taxation Amendment Act, 1949 was 
passed wich came into force from 1 st July 1949. 

Subsequently, it appeared to Government that the 
annual and quarterly taxes in Assam were lower than 
those prevalent in other States. The tax schedule was 
revised and the annual and quarterly rates were raised 
by the Assam Motor Vehicles Taxation Amendment Act, 
1950 which was brought into force on 1st April 1950. 

Copies of Assam Motor Vehicles Taxation Act, 1936, 
Assam Motor Vehicles Taxation Amendment Act, 1949 
and the Assam Motor Vehicles Taxation Amendment Act, 
1950 are at Annexures, I, II and III. 

In exercise of the powers conferred by Section 22 of 
the Assam Motor Vehicles Taxation Act the Governor of 
Assam made the Assam Motor Vehicles Taxation Rules, 
1936, which inter-alia lays down (a) the procedure for 
payment and recovery of the tax and the issue of 
licences (rules 5 - 21 ); the procedure for calculation of 
the tax and of refunds, remissions and abatement (rules 
22-32); procedure of exemptions and exceptions (rules 

33- 38); procedure for appeals (rule 40); and procedure 
for composition of offences (rule 41). 

3. Rate of levy and exemptions. —Exemptions are 
covered by. Section 3 of the Taxation Act and rules 

34- 36 of the Taxation rules. The State Government 
may by notification in the official Gazette exclude par¬ 
tially or wholly any vehicle not engaged on hire or re¬ 
ward from the liability of Motor Vehicles Taxation. 

The Taxation Schedules appended show the tax char¬ 
ged on different categories of vehicles (Annexure III). 

The following fee are charged under the Assam Motor 
Vehicles Rules, 1940. 

(a) Application for driving licence and fee there¬ 
fore—Rs. 5 (rule 6 ). 

(b) Fee for driving test—Rs. 2 (rule 12c). 

(c) Fee for duplicate licence—Rs. 3 (rule 17G). 

(d) Fee for Learner’s licence application—Rs. 2 
(rule 22e). 

(e) Renewal fee for Learner’s licence—Rs, 2 (rule 
22 f). 

( f) Duplicate Learner’s licence—Re. 1 (Rule 22 g). 

( g) Appeal in respect of registration of vehicles— 
Re. 1 (rule 39). 

( h ) Fees for inspection— 


Rs. 

per annum 

(i) for each heavy transport vehicle . , 20 

(u) In respect of Motor Cycle or invalid 6 

carriage. 

(tit) In, respect of any other transport vehicle . 10 

The inspection fees for vehicles of above categories 
shall be Rs. 10, 3 and 5 respectively if not plying for 
hire or reward rule (46h). 

(i) Fee for temporary registration—Rs. 2 (rule 

47 d). 

(j) Duplicate certificates of registration and fitness 

and fees therefor—Rs, 2 (rule 48). 

( k ) Registration fees— 

(i) In respect of Motor Cycle and invalid car¬ 
riage—Rs. 5 , 

(ii) In respect of heavy transport vehicle—Rs. 
32. 
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(iii) In respect of any other vehicle except trail- 

ler—Rs. 16. 

(iv) In respect of trailer—Rs. 8 (rule 49) 

(l) Fee for transfer of ownership of vehicle—Rs. 2 

(rule 52c). 

(m) Fee for alteration of Motor Vehicle—Rs. 2 
(rule 53). 

( n ) Hire purchase agreement — Rs. 5 and Rs. 3 

[rule 55(e)]. 

(o) Fee for trade certificate—Rs. 10 [rule 58(e)]. 

(p) Permit fee for private carrier—Rs. 60. 

[rule 75(a)], 

(q) Permit fee for other vehicles. 

75(a)] 

(r) Transfer of permit—Rs. 10—[rule 85(e)]. 

(s) The fee for issue of duplicate permit— 
for Part A —Rs, 3. 7 

for Part B—Re. 1. j 


[rule 86 (e)]. 




(t) Appeal against 
(rule 88 ), 

the 

orders of S.T.A,—Rs. 

50 

(u) Appeal against 
(rule 89). 

the 

orders of R.T.A.—Rs. 

25 


( v ) Fee for conductors and attendants licence—Rs. 
[rule 100 (e)], 

(w) Fee for duplicate attendants licence—Re. 1 
[rule IQO(p)]. 

(x) Issue of drivers of badge—Rs. 2 (rule 101 ). 

(y) Issue of conductors badge (rule 102). 

4. Administrative set-up.— The administration of 
the Motor Vehicles Taxation Act and Motor Vehicles 
Act was at first the responsibility of the Home Depart¬ 
ment operating through the Police Officers. For adminis¬ 
trative convenience a separate Transport Department 
was created in August 1947. The Department operates 
through eight District Transport Officers, with indepen¬ 
dent jurisdictions in the districts of Khasi and Jaintia 
Hills, Kamrup, Goalpara, Nowgong, Darang, Sibsagar, 
Lakhimpur and Cachar. In addition to the licensing 
and registration duties the officers posted at Khasi and 
Jaintia Hills, Kamrup, Darrang, Lakhimpur and Cachar 
have to perform the duties of Secretaries, Regional 
Transport Authorities. There are seven Motor Vehicles 
Inspectors working under the Secretaries to Regional 
Transport Authorities who are technical men and are 
entrusted with the duty of examining vehicles and issu¬ 
ing fitness certificates. At the headquarters there is a 
part-time Transport Commissioner. The appointment of 
a full time Deputy Transport Commissioner working 
under the part-time Transport Commissioner in contem¬ 
plation. The Deputy Commissioner is expected to take 
over the work of the Secretary, State Transport Autho¬ 
rity and to look into the general office work while the 
Transport Commissioner will be responsible for general 
supervision and administration of the Department. 

The office of the Transport Commissioner is under the 
administrative control of the Transport and Industries 
Department the Secretary of which department is also 
the part-time Transport Commissioner, The Secretary 
to the Department is assisted in his work by an Under 
Secretary. 

5. Appeal , Revision and Collection. —Appeal against 
orders of the District Transport Officer lies to the De¬ 
puty Commissioner and to the High Court against the 
order of the Deputy Commissioner vide Section 17 of 
the Assam Motor Vehicles Taxation Act and rule 36 
of the Assam Motor Vehicles Taxation Rules read with 
Revenue Tribunal (Transfer of Powers) Act. 

The District Transport Officers are responsible for the 
realization of taxes and fees excluding permit fees with¬ 
in their respective jurisdictions. The permit fees are 
collected by the Secretaries to Regional Transport 
Authorities. 

6 . Cost of administration. —The charges for collection 
of the Tax in different years is at Annexure VI. 

7. Receipts.—Receipts from Motor Vehicles in various 
years are in the Annexure VII. 

8 . Arrears.—The trend is generally upward. To im¬ 
prove collections it is proposed to utilize the agency of 
the collectorate through a planned execution of Bakijal 
cases. 

9. Evasions and avoidance. —It will appear that the 
charges for collection of the Tax are rather low although 
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the present machinery for collection needs strengthen¬ 
ing and the cost thereof is likely to go up with the 
tightening up of administration. Instances have come 
to the notice of Government where the Motor owners 
take recourse to the provisions of Sections 8 and 9 of 
the Taxation Act and Rules 31 and 32 of Taxation Rules 
and apply for withdrawal of Vehicles but do not actual¬ 
ly withdraw their vehicles from the roads. There are 
also instances of Motor owners plying their vehicles with¬ 
out paying taxes in contravention of Section 4 and with¬ 
out exhibiting tax tokens as contemplated in Section 14. 
A self-contained administrative machinery armed with 
adequate enforcement staff can alone check these eva¬ 
sions effectively. 


are no Octrois and terminal taxes on passengers and 
goods in Assam, From the figures available, 
it appears that of the total tax of Rs. 3,797 annually per 
vehicle, the State Governments’ levy only Rs. 784 per 
vehicle, while the Central Government who spends 
much smaller amount on roads, collect the rest. This 
Government agree with the recommendations of the 
Motor Vehicles Taxation Enquiry Committee re¬ 
garding distribution of the proceeds of the pro¬ 
posed fuel tax. Local Bodies, however, should receive 
grants out of the receipts from the State Motor Vehi¬ 
cles Tax. The report and recommendations of the 
Motor Vehicles Taxation Enquiry Committee, if accept¬ 
ed in its entirety will go a long way towards develop¬ 
ing a common transport policy in India. 


The number of Motor Vehicles of different types in 
various years in the State have been shown in the 
Annexure V. 

Section II— Replies to Questions 

Question No. 168. 

In Assam no local taxes are levied on Motor Vehicles. 
There is a State tax on Motor Vehicles. The permit 
fee under the Indian Motor Vehicles Act and Rules, 
varies from road to road in consideration of the length 
and volume of traffic on the road. The Assam Motor 
Vehicles Tax rates are comparatively lower than those 
obtaining in other States (vide Annexure III). This 
Government agree with the recommendation of the 
Motor Vehicles Taxation Enquiry Committee that only 
a vehicle tax should be levied by the State Government 
in addition to the sales tax on motor fuel and that the 
States, Motor Vehicles Tax should ultimately be the 
same in all the States, The fees charged under the 
Indian Motor Vehicles Act, 1939 and rules framed there¬ 
under should only cover the cost of administration and 
services and should not be allowed to be a source of 
revenue. All receipts from Road Taxation should go 
to a non-lapsing State Road Fund and be spent there¬ 
from exclusively for the development of roads. There 


Question No. 169. 

As recommended by the Motor Vehicles Taxation En¬ 
quiry Committee and accepted by the Transport Advi¬ 
sory Council a non-lapsing Central road fund at Central 
level and State road funds at State level, should be set 
up. The proceeds from Motor Vehicles Taxation should 
be credited to these funds and earmarked for the main¬ 
tenance and development of roads. At present the Local 
Bodies are given grants in compensation of the loss sus¬ 
tained by them due to the operation of the Assam Motor 
Vehicles Taxation Act. The balance is merged in the 
general State revenues and no part of it is earmarked 
for road development or maintenance as such. 

Question No. 170. 

No comments in view of the notes in the foregoing 
paragraphs. 

Question No, 171. 

This Government have no suggestion to offer. The 
Motor Vehicles Taxation Enquiry Committee considered 
the question of a road cess for road user but the idea 
did not find favour with many States. 

The local bodies levy a tax on carts, rickshaws and 
bicycles. J’he rates vary under different local bodies. 
It should be possible to raise the rates to a uniform 
level keeping the present ceiling unaltered. 


Article 

No. 


Annexure I 

Assam Motor Vehicles Taxation Act 1936 
First Schedule 

Description of vehicle 

Part A—Vehicles other than public service vehicles 
Cycles (including motor scooters and the cycles with attachment for propelling same by mechanical power) - 

A. Bicycles— 

(?) not exceeding 200 lbs, in weight unladen .......... 

(*i) exceeding 200 lbs, in weight unladen ........... 


Annual 
rate of tax 

Rs. 


5 

10 


B, Tricycles ................. 

C. Additional tax for trailers or side-car 

II. Vehicles constructed and used solely for the conveyance of passengers and light personal luggage of passengers— 

A. Not exceeding 35 cwt. in weight unladen ........... 

B. Exceeding 35 cwt. in weight unladen . 

C. Addition tax for trailers drawn by vehicles covered by this article— 

(?) Light trailer ................ 

(») Heavy trailer ................ 

III. Other vehicles— 

A. Vehicles used for the transport of goods only— 

(?) Authorised to carry a load not exceeding 20 cwt........... 

(it) For every additional cwt. or part thereof of authorised load . * . . 


15 

5 


36 

100 


to 

20 


100 

30 


B. Vehicles used partly for the conveyance of passengers and their personal luggage and partly for the conveyance of Article II. 
good. * 


(?) The tax payable under article II. 

(ii) An additional tax for each person iA exceess of six which the vehicle is designed to carry. . . . 5 

(lii) An additional tax for every 10 cwt. or part thereof, of authorised load of goods, ...... 10 

C. Tractors— 

(?) Not exceeding 2 tons in weight. ... 25 

(«) Exceeding 2 tons in weight . •.. 50 

D. Additional tax for trailers drawn by vehicles covered by this article— 

(?) Light trailer..... 25 

( ) heavy trailer.. 50 
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Part B—Public Service Vehicles 


Article 

No. 


Description of viehcles 


Annual rate 
of tax 
Rs. 


IV. Vehicles plying for hire for the conveyance of passengers and light personal luggage of passengers- 
A. Motor cabs and taxis . . . ......... 


Article II. 
30 


B. Buses— 

(?) Authorised to carry more than six but not more than 10 persons exclusive of the driver and handyman . 

(ii) Authorised to carry more than 10 but not more than 15 persons exclusive of the driver and handyman , 

(Hi) Authorised to carry more than 15 but not more than 20 persons exclusive of the driver and handyman . 

(iV) Authorised to carry more than 20 but not more than 25 persons exclusive of the driver and handyman . 

(v) For each additional seat authorised in excess of 25 persons 
Vehicles used for the transport of goods only— 

(?) Authorised to carry a load not exceeding 20 cwfc.. 

(») For every additional 10 cwt. or part thereof of authorised load . . . * 1 • 


50 

60 

75 

150 

25 

80 

25 


VI. 


Vehicles authorised to ply partly for the conveyance of passengers and their personal luggage and partly for the convey¬ 
ance of goods— Article IV 


(?) The tax payable under Article IV in respect of the authorised number of passengers seats together with an additional 

tax for every 10 cwt. or part thereof of authorised oad of goods 20 

VII. Tractors— 


(?1 Not exceeding 2 tons in weight ............... 50 

(ii) Exceeding 2 tons in weight . . . ............. 100 


VIII. Trailers drawn by vehicles covered by articles under Part B— 
(?) Light trailer.. 


50 


(ii) Heavy trailer . . . . » • • jV '\> , v 

IX. Vehicles authorised to ply for hire on a special route under a permit granted by the Local Government. 

The appropriate tax payable under Articles IV to VIII together with such additional fees as may be prescribed by the 
Local Government. 

The above taxes are for motor vehicles fitted with pneumatic tyres; a 50 per cent, higher tax shall be leviable on any motor 
vehicle authorised to be fitted with solid or semi-solid tyres. 

Annexure II 


The 27th June 1949 


The Assam Motor Vehicles Taxation (Amendment) 
Bill, 1949. 

A 


No. TIMV. 156/48/30. —In exercise of the powers con¬ 
ferred by sub-section 2 Qf section I of the Assam Motor 
Vehicles Taxation (Amendment) Act, 1949 (Assam Act 
VIII of (1949), the Governor of Assam is pleased to 
direct that the said Act shall come into force on the 
1st of July, 1949. 


Bill further to amend the Assam Motor Vehicles Tax a- 
'tion Act, 1936 

Preamble ,—'Whereas it is expedient further to amend 
the Assam Motor Vehicles Taxation Act, 1936 (Assam 
Act IX of 1936) in the manner hereinafter appearing— 
It is hereby enacted as follows: — 


K. BALACHANDRAN, 

Secretary to the Government of Assam, Transport & 
Industries Departments , 


.The 19th February, 1949 


No. TIMV. 156/48/16. —In exercise of the powers con¬ 
ferred by rule 52, Chapter V of the Assam Legislative 
Assembly Rules, the Governor of Assam is pleased to 
order the publication of the following Bill, which is pro¬ 
posed to introduced in the next session of the Assam 
Legislative Assembly, together with the Statement of 
Objects and Reasons. 


1. Short title t extend and commencement .—This Act 
may be called the Assam Motor Vehicles Taxation 
(Amendment) Act, 1949; 

(2) It shall come into force on such date as the Pro¬ 
vincial Government may, by notification in the official 
Gazette, appoint; 


(3)..It shall have the like extent as the Assam Motor 
Vehicles Taxation Act, 1936 (Assam Act IX of 1936) 
hereinafter referred to as the principal Act. 


2 . Amendment of section 5 of Assam Act IX of 1936, 
—In the proviso to section 5 of the principal Act, 
word “equal” shall be deleted 


3. Substitution of First Schedule to Assam Act IX of 
1936.—For the first Schedule to the principal Act, the 
following shall be substituted, namely:— 


First Schedule 


Article Description of vehicle 

No. 

Part A— Vehicles other than those plying for hire or reward 

I. Cycles (including motor scooter and cycles with attachment for propelling the same by mechanical power)— 

A. Bicycles— 

(?) Not exceeding 200 lbs. in weight unladen.. 

(it) Exceeding 200 lbs. in weight unladen.. 

B. Tricycles.. 

C. Additional tax for trailers or sidecar . ......... 


Annual 
rate of tax 

Rs. 

5 

10 

*5 

5 


Quarterly 
rate of tax 

Rs. 


2 

3 
5 
2 















Article 

No. 


First Schedule —»Contd. 
Description of vehicle 


Annual Quarterly 
rate of tax rate of tax 


Rs. Rs. 


]I, Vehicles constructed and used solely for the conveyance of passengers and light personal luggage of passen- 
gers.'— 

A. Not exceeding 35 cwt. in weight unladen .......... 

B. Exc eding 35 cwt. in weight unladen. 

C. Additional tax for traileas drawn by vehicles covered by this Article-— 

(*) Light trailer. 

(it) Heavy trailer . 

III. Other vehicles ~. 

A. Vehicles used for the transport of goods only*— 

(t) Authorised to carry a load not exceeding 20 cwt. 

(«) For every additional 10 cwt. or part thereof of authorised load 

B. Vehicles used partly for the conveyance of passengers and their personal luggage and partly for the 
conveyance of goods— 

(j) The tax payable under article II ...... ... . . 

(ft) An additional tax for each p in excess of six which the vehicle is designed to carry . 

(tit) An additional tax for every 10 cwt* or part thereof of authorised load or goods .... 

C. Tractors— 

(t) Not exceeding 2 tons in weight .. 

(it) Exceeding 2 tons in weight. 

D. Additional tax for trailers drawn by vehicles covered by this article— 

(i) Light trailer... 

(ft) Heavy trailer ..... ........ 

Part B—Vehicles plying for Hire or Reward 

IV. Vehicles plying for hire for the conveyance of passengers and light personal luggage of passengers— 

A. Motor cabs and taxis 

B. State carriages— 

(t) Authorised to carry more than 6 but not more than 10 persons exclusive of the driver and handy¬ 
man. 


36 12 

100 30 

10 3 

20 6 

100 30 

30 9 

Article II 

5 2 

10 3 

25 8 

5° 15 

Article II 
25 8 

50 15 

Article II 
40 12 

50 15 


(«) Authorised to carry more than 10 but not more than 15 persons exclusive of the driver and handyman 60 18 

(iii) Authorised to carry more than 15 but not more than 20 persons exclusive of the driver and handy- 75 24 

man. 

(ft/) Authorised to carry more than 20 but not more than 25 persons exclusive of the driver and handy- 150 45 

man. 

(p) Each additional seat authorised in excess of 25 persons. 25 8 

V. Vehicles used for the transport of goods only*— 

(t) Authorised to carry a load not exceeding 20 cwt. 80 24 

(if) For every additional 10 cwt. or part thereof of authorised load ....... 25 8 

VI Vehicles authorised to ply partly for the conveyance of passengers and their personal luggage and partly for 

the conveyance of goods-— Article IV 

(f) The tax payable under Article IV in respect of the authorised number of passenger seats together 20 6 

with an additional tax for every 10 cwt, or part thereof of authorised load of goods. 

VII. Tractors— 

(j) Not exceeding 2 tons in weight. 50 15 

(ft) Exceeding 2 tons in weight.. 100 30 

VIII. Trailers drawn by vehicles covered by articles under Part B— 

(£) Light trailer. 5 ° 1 15 

(if) Heavy trailer .*■•••**••,■■•■ 100 30 

IX* Vehicles authorised to ply for hire on a special route under a permit granted by the Provincial Government . 


The above taxes are for motor vehicles fitted with 
The appropriate tax payable under Article IV to VIII pneumatic tyres, a 50 per cent, higher tax shall be 

together with such additional fee as may be prescribed leviable on any motor vehicle authorised to be fitted 

by the Provincial Government, with solid or semi-solid tyres. 
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STATEMENT OF OBJECTS AND REASONS 

Under Section 5 of the Assam Motor Vehicles Taxa¬ 
tion Act, the owner of a motor vehicle has the option 
of paying the tax in one annual instalment or in four 
equal quarterly instalments. A very large number of 
motor owners do, in fact, take advantage of this conces¬ 
sion, and even though they intend to use their vehicles 
throughout the year and can afford to take annual 
tokens apply for quarterly tokens. This involves a large 
volume of what is really unnecessary work and expen¬ 
diture. It is, therefore, considered desirable in every 
way that motorists should be induced wherever possible 
to take out annual licences instead of quarterly. In the 


existing law there is no inducement whatever for them 
to do so; in fact there is a slight financial advantage in 
making payments quarterly instead of annually. It is 
therefore, desirable that the quarterly rates should be 
revised, so that the amount payable for quarterly licen¬ 
ces is slightly higher than a quarter of the annual 
amount. 

R. N. DAS, 

M inister-in-charge . 

K. BALACHANDRAN, 
Secretary to the Government of Assam 
Transport and Industries Departments. 


Annexure III 

Assam Motor Vehicles Taxation (Amendment) Act, 1950 
First Schedule 

Part A—Vechice other than those plying for hire or reward 

Article Description of Vehicles Annual Quarterly 

No. rate of tax rate of tax 

Rs, Rs. 

I. Cycles (including motor scooters and cycles with attachment for propelling the same by mechanical power)— 


II. 


IV. 


A. Bicycles— 

(t) Not exceeding 200 lbs. in weight unladen. 

(») Exceeding 200 lbs. in weight unladen ........... 

B. Tricycles... 

C. Additional tax for trailers or side-car ............ 

Vehicles constructed and used solely for the conveyance of passengers and light personal luggage of passen¬ 
gers— 

A. Not exceeding 35 cwt. in weight unladen. 

B. (f) Exceeding 35 cwt. but not exceeding 50 cwt. 

( ii ) Exceeding 50 cwt. ^ . 

C. Additional tax for trailers drawn by vehicles covered by this article.— 

(i) Light trailer . < • < ' • 1 * 

(ii) Heavy trailer ...... . r ...... 

Other vehicles— 

A. Vehicles used for transport of goods only— 

( i ) Authorised to carry a load not exceeding 20 cwt. 

(«) For every additional 10 cwt. or part thereof of authorised load ...... 

B. Vehicles used partly for the conveyance of passengers and their personal luggage an partly for the conveyance 
of goods— 

(t) The tax payable under article II .. 

( ii ) An additional tax for eath person in excess of six which the vehicle is designed to carry . 

(m) An additional tax for every 10 cwt. or part thereof of authorised load of goods. 

C. Tractors— 

(t) Not exceeding 2 tons in weight. 

(u) Exceeding 2 tons in weight. 

D. Additional tax for trailers drawn by vehicles covered by this article— 

(t) Light trailer .............. 

(n) Heavy trailer • ■ * ........... 

Part B—Vehicles plying for hire or reward 

Vehicles plying for hire for the conveyance of passengers and light personal luggage of passengers.— 

A. Motor cabs and taxis .............. 

B. Stage carriage— 

(t) Authorised to carry more than 6 but more than 10 persons exclusive of the driver and handyman , 

( ii ) Authorised to carry more than 10 but not more than 15 persons exclusive of the driver and handy¬ 
man. 

(in) Authorised to carry more than 15 but not more than 20 persons exclusive of the driver and handy¬ 
man. 

( iv ) Authorised to carry more than 20 but not more than 25 persons exclusive of the driver and handy¬ 
man, 

( v ) For each additional seat authorised in excess of 25 persons. 


10 

3 

20 

6 

25 

8 

6 

2 

50 

15 

80 

35 

120 

35 

15 

5 

3° 

9 

150 

45 

40 

12 

Article II 

6 

2 

15 

5 

30 

9 

60 

18 

Article II 

3° 

9 

60 

18 

Rs. 

Rs. 

80 

34 

100 

30 

r 20 

35 

15° 

45 

250 

70 

2 5 

9 
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Anne sure III—con td. 

Article Description of Vehicle Annual Quarterly 

No. rate °1' tax rate of tax 

Rs. Rs. 


V. Vehicles used for the transport of goods only— 

(i) Authorised to carry a load and not exceeding 30 cwt. 120 35 

(it) For every additional 10 cwt. or part thereof of authorised load ....... 30 9 


VI. Vehicles authorised to ply partly for the conveyance of passengers* and their personal luggage and partly for 


the conveyance of goods— 

(1) The tax payable under Article IV in respect of the authorised number of passengers seats together with 

an additional tax for every 10 cwt. or part thereof of authorised load of goods. .... 30 9 

VII. Tractors— 

(2) Not exceeding 2 tons in weight. 75 24 

(ii) Exceeding 2 tons in weight ............. 150 45 

VIII. Trailers drawn by vehicles covered by articles under Part B— 

(i) Light trailer ............... 60 i3 

(*») Heavy trailer. 120 36 


IX. Vehicles authorised to ply for hire on a special route under a permit granted by the State Government. 

The appropriate tax payable under Articles IV to VIII together with such additional fee as may be prescribed 
by the State Government. 


The above taxes are for motor vehicles fitted with 
pneumatic tyres, a 50 per cent, higher tax shall be 
leviable on any motor vehicle authorised to be fitted 
with solid or semi-solid tyres. 

Second Schedule 
C See Section 23) 

1. Amendments to the Assam Municipal Act. 1923.— 
In section 3, for sub-section (3), the following sub-section 
shall be substituted, namely: — 

44 (3) ‘Carriage’ means any wheeled vehicle with 
springs or other appliances acting as springs, of a kind 
ordinarily used for the conveyance of human being and 
includes bicycles and tricycles, but does not include per¬ 
ambulators, and in particular does not include any 
motor vehicle as defined in the Assam Motor Vehicles 
Taxation Act, 1936.” 


1. Amendments to the Assam Local Self-Government 
Act, 1915.—In section 2, for sub-section (12) the follow¬ 
ing sub-section shall be substituted, namely: — 

“(12) ‘Carriage’ means any wheeled vehicle with 
springs or other appliances acting as springs, of a kind 
ordinarily used for the conveyance of human beings 
and includes bicycles and tricycles, but does not include 
perambulators, and in particular does not include any 
motor vehicle as defined in the Assam Motor Vehicles 
Taxation Act, 1936.” 

2. In section 41A, sub-section (2), and in paragraph 
( i ), (iia) and (v) of its proviso, for the word “carriages” 
the word “vehicles” shall be substituted. 

3. In section 41C (c), for the word “carriage” the 
word “vehicle” shall be substituted, 

4. In section 41D, for the word “carriage” the word 
“vehicle” shall be substituted. 


Annexure IV 

First Schedule 

Part A—Vehicles other than those plying for hire or reward 


Article 

No. 

Description of Vehicles 

Existing 
annual 
rate of tax 

Existing Proposed 
quarterly rate of tax 
rate of tax (M.V.T.E. 
Committee) 

I. 

Cycles (including motor scooters and cycles with aUachment for propelling the same by mechani¬ 
cal power)—- 

Rs. 

Rs. 

Rs. 


A. Bicycles— 





(*) Not exceeding 200 lbs. in weight ....... „ 

10 

3 

18 


(1 ii ) Exceeding 200 lbs. in weight unladen ......... 

20 

6 

24 


B. Tricycles 

25 

8 

# , 


C. Additional tax for trailers or side-car .......... 

6 

2 

** 

II. 

Vehicles constructed and used solely for the conveyance of passengers and light personal luggage 
of passengers— 





A. Not exceeding 35 cwt. in weight unladen......... 

50 

^5 

200 


B. (t) Exceeding 35 cwt, but not exceeding 50 cwt. 80 25 325 

(ii) Exceeding 50 cwt. - . 120 35 325 

Plus 25 for 
every 500 lbs. 

C. Additional tax for trailers drawn by vehicles covered by this article— 

(i) Light trailer.. 15 5 

(ii) Heavy trailer ............. 30 
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Annexure IV— contd. 

Article Description of Vehicle 

No. 


Ill, Other vehicles— 

A. Vehicles used for transport of goods only—• 

(t) Authorised to carry a load exceeding 20 cwt. ....... 

(it) For every additional 10 cwt. or part thereof of authorised load . 

B. Vehicles used partly for the conveyance of passengers and their personal luggage and partly for 

the conveyance of goods—* 

(t) The tax payable under Article II 

(«) An additional tax for each person in excess of six which the vehicle is designed to carry . 
(iii) An additional tax for every 10 cwt. or part thereof of authorised load of goods 

C. Tractors— 

(i) Not exceeding 2 tons in weight ......... 

(it) Exceeding 2 tons in weight ........... 

D. Additional tax for trailers drawn by vehicles covered by this article— 

( i ) Light trailer ............. 

(«) Heavy trailer ............. 


Part B, — Vehicles plying for Hire or Reward 
Vehicles for hire for the conveyance of passengers and light personal luggage of passengers— 
Motor cabs and taxis ............. 

IV. State carriage— 

(i) Authorised to carry more than 6 but not more than 10 persons exclusive of the driver and 
handyman. 

(it) Authorised to carry more than 10 but not more than 15 persons exclusive of the driver 
and handyman. 

(m) Authorised to carry more than 15 but not more than 20 persons exclusive of the driver 
and handyman. 

(vi) Authorised to carry more than 20 but not more than 25 persons exclusive of the driver and 
handyman. 

(0) For each additional seat authorised in excess of 25 persons ...... 

V. Vehicles used for the transport of goods only— 

(i) Authorised to carry a load and not exceeding 20 cwt. ...... 

(«) For every additional 10 cwt, or part thereof of authorised load ..... 

VI. Vehicles authorised to ply partly on the conveyance of passengers, and their personal luggage and 
partly for the conveyance of goods—* 

(i) The tax payable under Article IV in respect of the authorised number of passenger seats 
together with an additional tax for every 10 cwt. or part thereof of authorised load of goods. 

VII. Tractors— 

(i) Not exceeding 2 tons in weight 

(ii) Exceeding 2 tons in weight ........... 

VIII, Trailers drawn by vehicles covered by articles under part B — 

(i) Light trailer ............. 

(ti) Heavy trailer ............. 


Existing 
annual 
rate of 
tax 

Existing Proposed 
quarterly rate of 
rate of tax 

tax (M.V.T.E. 
Committee) 

Rs. 

Rs. 

Rs. 

150 

45 

300 

40 

12 

75 

Article II 


6 

2 

:: 

*5 

5 


30 

9 

.. 

60 

18 

•• 


Article II 

3 ° 

9 


60 

18 



80 

24 

300 

100 

30 

600 

120 

35 

•• 

150 

45 

•• 

250 

7 ° 

1,980 

25 

9 

60 

120 

35 

300 

30 

9 

75 

30 

9 


75 

24 


150 

45 

•• 

60 

18 ' 


120 

3 6 

,, 


A statement comparing the proposed rates of tax on various types of Motor vehicles as specified in the exist¬ 
ing schedule of tax as> per Act III of 1950— 


1 cwt,, . . . . , , . . . . ♦ . . . . .ri2 pounds. 

20 cwt. . . . . . . ♦ . . . . . . . . • .1 ton. 

1 ton .. 224 pounds. 
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Annexure V 


Number of vehicles in different years 


Year 


Private 

cars 

Buses Lorries 

Motor 

Cycles 

Taxi 

Others 

> 94 °* 4 l . 


3408 

595 >435 

207 

162 

164 

> 94 >- 4 2 . 


2408 

57 1 9 oi 

H 5 

265 

85 

1 944*45 . 


2980 

587 >864 

198 

137 

406 

> 945 - 4 6 . 


3535 

1029 2547 

324 

163 

285 

1946-47 . 


3276 

1294 2922 

492 

Hi 

355 

> 947-48 . 


3784 

>> 7 ° 3 > 5 > 

471 

> 5 > 

605 

> 948-49 . 


4175 

1316 3470 

338 

133 

779 

> 949 - 5 “ . 

* 

4321 

>379 35>2 

377 

>43 

748 

> 95 °- 5 > . 


4887 

1364 3479 

389 

158 

783 

> 95 i -52 . 

. 

5352 

1468 3527 

464 

213 

794 

> 952-53 . 


5693 

> 54 > 3596 

495 

247 

761 


Annexure VI 





Statement of expenditure of Motor Vehicles Department 




1945-46 

1946-47 1947-48 

1948-49 

1 949-50 * 950-5 1 

1951-52 

Revised 

estimate, 

> 952-53 

Budget 

estimate, 

> 953-54 

Pay of Officer .... Nil 

Nil 3,600 

3,600 

5,966 10,266 

12,910 

28,500 

33.300 

Pay of Establishment . . . 40,393 

44.293 49.806 

56,817 

62,l86 63,121 

66,183 

67.477 

76,200 

Allowances and honoraria . * 15*603 

20,098 24,161 

25,618 

27.013 25,28l 

25419 

32.954 

37*800 

Contingencies * 10,094 

9 .° 7 8 9.348 

10,529 

9.055 U,230 

11,336 

15,000 

27,200 

B. Inspection . . . . 2,314 

8,076 7,197 

4.135 

1,789 2,766 

3.445 

3.300 

42,300 
purchase 
of weight 
bridges 
39,000 

Tot^l , 68,404 

81,545 94 .>ia 

100,699 

107,659 112,664 

1 19,293 

147,231 

216,800 


Annexure VII 





Receipts from Motor Vehicles for various years 





year 



Receipt 
from 
I.M.V, 
Act, 1932 

Receipt Fees and 

from other re- 

A.M.V.T. ceipts 
Act, 1936 

1945-46. 




6,54,586 

8,384,88 

3.46.52* 

>946-47. 




3 . 5 E 977 

7.52.783 

2.30,879 

>947-48. 




4,01,927 

9.03.279 

3.08,235 

1948-49 . 




3 . 07.929 

90,29,785 

2,84,296 

>949-50. 




2 . 95.423 

12,19,676 

2,76,864 

> 95 °- 5 > ...... 




10,65,114 

16,46,542 

2,90.075 

1 95 >- 5 a . 




7.11,506 

23,18,107 

93.078 

1952-53 Revised Budget . 




900,000 

22,55,000 

80,000 

1953-54 Budget Estimate . 




8,50,000 

22,55,000 

0 

8 

<8. 

♦ 

ENTERTAINMENTS TAX 




[The Assam Amusements and Belting Tax Act, 1939 
(Assam Act VI of 1939 ) 

Section I— Factual Background 

Brief summary of main features. —The Act (copy en¬ 
closed) came into force with effect from 1 st August, 

1939 and levies a graduated [Section 3 ( 1 )] or consoli¬ 
dated [Section 3 ( 3 )] tax on all payments for admission 
to places of entertainments and amusements subject to 
certain exemptions (Section 8). In addition to the tax 
on payments for admission', there is a ‘show tax’ on 
cinema exhibitions (Section 3 -A). The tax is to be paid 
either by advance purchase of stamps from Government 
treasuries for use on tickets or in cash (Section 7 ). 
Where admission is regulated by means of stamped 
tickets and this is the common practice, every proprie¬ 
tor is required to maintain (Rule 12 ) registers of pay¬ 
ments for admission and records of stamps purchased 

and used. Returns are to be submitted (Rules 14 and 
15 ) in case of payments under Sections 3 ( 3 ) and 4 (b). 
These records are subject to scrutiny and places of 
entertainments to inspection. There are no provisions 
for appeals and revisions. 

2 . Amendments .—Amendments so far undertaken and 
the objects thereof are indicated in Annexure I. The 
question of further amending the Act in the interest of 
revenue protection and greater control over recovery of 
dues is under examination. 

3 , Rates of levy .—There are different rates on the per¬ 
centage system correlated to the value of tickets. The 
original rates were changed as indicated in Annexure I. 

Exemptions are regulated by Section 8 which also in¬ 
dicates the principles underlying. During World War 






























6g 


II troops in uniform were allowed exemption from 1 st 
August, 1944 to 30th June, 1946. This concession was 
revived in respect of one Cinema from 1 st February, 
1951, The effect on revenue from the exemptions is a 
loss but the quantum thereof cannot be estimated. The 
rates have been raised from time to time as per Annex- 
ure I to find additional revenue and the effect has been 
an increase, 

4. Administrative Set-up .—The administration of the 
Act up to 197-48 was the responsibility of the Excise 
Department, with the establishment of the Taxation De- 
partment, the administration of this Act was transfer¬ 
red to it from 1st April, 1948. As has been pointed out 
in the Memorandum on the sales tax, there is a com¬ 
mon administrative machinery and the responsibilities 
under this Act are confined to inspection, scrutiny col¬ 
lection of tax and prevention of evasion in the absence 
of provisions for assessment, appeal or revision. 

5, Cost of Administration etc .—In view of the com¬ 
mon agency functioning for this tax, the cost of admi¬ 
nistration and collection thereof as compared with re¬ 
ceipts thereunder cannot be separately assessed. 

Both tax administration and tax collection can be said 
to have achieved a desirable degree of efficiency be¬ 
cause of the introduction of the percentage system of 
levy and closer supervision exercised by Departmental 
Officers with frequent visits and checks. Tax adminis¬ 
tration and tax collection do not appear to have been 
irksome to the person liable to pay the tax, neither has 
there been any objection from persons on whom the 
actual incidence is. 

6 , Receipts .—These are shown in Annexure II which 
indicate an upward trend up to 1951-52 due to increased 
vigilance etc. The sharp rise in 1950-51 and 1951-52 was 
due mainly to the inroads of itinerant circus parties to 
rural areas. The fall in 1952-53 was occasioned by the 
onset of an economic depression and curtailment of tours 
and shows by itinerant circus parties from inside and 
outsided the State. With improvement in the economic 
situation, more tours by the itinerant parties and still 
greater vigilance on temporary entertainment in rural 
areas, the receipts are bound to maintain an upward 
trend in -future. 

7. Arrears ,—Though no figures are readily available, 
these cannot be said to be of any significant dimensions. 
Arrears, if any, are recoverable as an arrear of land re¬ 
venue (Section 10). 


8 , Evasion and avoidance .—The principal methods of 
evasions are (a) admission on cash payment without 
issue of tickets, (b) realisation of tax on issues of un¬ 
stamped tickets, and (c) resale of stamped whole tickets 
collected at entrances. Another form of evasion prior 
to 1950 was manipulation of the rates of admission. 
These have been reduced by necessary amendment of 
rules and by the presence of, and checks by, the De¬ 
partmental Officers at sites and as frequently as pos¬ 
sible, The usual avoidance is by persons as obtain 
temporary permits under the Cinematographic Act from 
the Collector. Such persons exhibit films for short 
periods in outlying places and thus avoid liabilities. To 
protect the loss thus caused arrangements have been 
arrived at with the Collectors to intimate the Depart¬ 
ment of the issue of such permits. The question of 
amending the Act is also under consideration. 


The extent of loss by evasion and avoidance cannoi 
be estimated. Attempts are made to prevent loss by 
inspection, supervision and prosecution, where neces¬ 
sary, of offenders. 

Section II—Replies to Questions 

Question No. 172. 

Though no break-up of the revenue derived from 
cinemas and others forms of entertainments or by clas¬ 
ses of cinema tickets is readily available, the cinemas 
have undoubtedly been responsible for the bulk thereof. 
The upward trend of total revenue in Annexure II is 
equally true of cinemas and the Assam rates which 
have remained untouched since 1950 are far from reach¬ 
ing the point of diminishing returns. The incidence of 
the tax except the ‘show tax’ is on the cinema goers 
and the latter is again insignificant and not an undue 
burden on the exhibitor. Thus the view that the inci¬ 
dence of the tax is too heavy on the industry or that the 
rates have reached the point of diminishing returns 
cannot be agreed to. 

Uniformity of rates cannot be achieved without some 
loss of revenue in some States. The likelihood of an 
increase following rationalisation need not necessarily 
be achieved in practice because the habit like that of 
intoxicants bears no inverse ratio to rates. 

The rates are already graduated and no modification 
in the system of levy is called for particularly when the 
yield is on the increase and evasion by manipulation of 
admission rates has been stopped. 

Question No. 173. 

Principles incorporated in section 8 of the Act relat¬ 
ing to exemptions from the tax are based upon the 
character of the entertainment and the nature of the 
object to which the net receipts are applied. Exemp¬ 
tions of cheap seats is not likely to serve any purpose as 
may it difficult to price a class below the free maximum 
because of high operation costs. Again, the cinema 
habit bears some resemblance to the drinking habit and 
cinema addicts of the lower income group do not mind 
the small tax and will not benefit to any appreciable 
extent from exemption. 

Question No. 174. 

In the absence of any estimate of revenue loss through 
evasion, it is difficult to say how important it has been 
or is. The principal methods of evasion and steps taken 
to minimise are described under item 8 of Section I, 
Complimentary tickets are already subject to the tax. 
Collections should more generally be by stamps. 

Question No. 175. 

In view of the very wide definition of ‘Entertainments’ 
covering all forms thereof, there is no scope for exten¬ 
sion. In view of very liberal provisions for exemptions 
under Section 8 , no further exclusion is called for, 


Section III— Other Remarks 

Nil. 


Annexure I 
Amendments 

Amendments Objects and Reasons Amendments Objects and Reasons 


U The Assam Amusements and 
Betting Tax (Amendment) 
Act, 1940 (Assam Act V 
of 1940)—copy enclosed. 

2. The Assam Amusements and 
Betting Tax (Amendment) 
Act, 1946 (Assam Act VI 
of 1946)—copy enclosed. 


To enlarge the connotation o 
the word ‘Entertainment* 


To raise the rate of tax to find 
additional revenue for Post-war 
Developments and to associate 
the Commissioner of Taxes 
^wilh the administration of the 
Act. 


The Assam Amusements and 
Betting Tax (Amendment) 
Act, 1950 (Assam Act II of 
1950—-copy enclosed. 


To introduce a system of percen¬ 
tage levy to prevent loss of re¬ 
venue by manipulation of the 
rates for admission and to find 
extra revenue by raising the 
rales, charging tax on com¬ 
plimentary tickets and levying 
a show tax. 


Annexure II 

The Amusements and Betting Tax Receipts 


1947.48 

1948-49 

1949-50 

1950-51 

1951-52 

1 952-53 

1953-54 

(Budget) 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 


2,92,626 

4,30,498 

5.7 2 * 108 

t©»73>93 2 

14,41,340 

13,81,670 

12,40,200 



Note —Also includes receipts from the Betting tax 

10—1 T. E. Com, (N.D.)55 
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ELECTRICITY TAX 

Section I—Factual Background 
There is no such tax 
Section II— Reply to Questions 

Question Nos, 176—180. 

So far as we known only Madras and Bihar have such 
a tax, In Assam both supply and consumption are limit¬ 
ed and the unit charge is already near the breaking 
point. There is thus no scope here for such a tax with¬ 
out causing undue hardship and with no appreciable 
gain to the State. Our objective is to increase both sup¬ 
ply and consumption and a load in the shape of tax 
will not be fair. This tax may be both desirable and 
feasible for industrialised States but not for Assam. 


Section III— Other Remarks 
Nil, 

BETTING TAX 

The Assam Amusements and Betting Tax Act, 1930 
(Assam Act VI of 1939) 

Section I —Factual Background 

1 . Brief summary of main features, —This tax is re¬ 
gulated by Chapter II of the Assam Amusement and 
Betting Tax Act* 1939 (Assam Act VI of 1939) and is 
not of very great importance. It is levied a 10 per cent, 
in the hands of the Stewards of race-meetings and 
licensed Book-makers (Section 21 ). The accounts, etc., 
are liable to inspection and Scrutiny (Sections 19 and 
20 .) 

2 . Amendments. —The original rate of 7 per cent, was 
raised to 10 per cent, by the amendment, of Act of 
1946 (Assam Act VI of 1946) and recovery as an ‘ar- 
rear of land revenue’ was substituted for that as a ‘pub¬ 
lic demand’. 

3. Rates of levy. —There is only one flat rate of levy 
at 10 per cent, of sums paid and it was raised as indi¬ 
cated above from 7 per cent. There are no exemptions. 

4. Administrative set-up. —It is the same as for the 
Entertainments tax. 

5. Cost of administration etc. —Same remarks as in the 
Memorandum on the Entertainments tax apply. Both 
tax administration and lax collection are efficient. The 
tax-payer does not mind the tax and its administration 
and collection are neither burdensome nor bothersome. 

6 . Receipts.—In the absence of organised forms of bet¬ 
ting, the tax is limited, in practice, to horse races. 
There are only two places—Jorhat and Shillong—for 
race-meetings. The races at the former are held for 
three days in the year and no statistics of receipts are 
readily available for this place except for 1952-53 with 
Rs. 1,790 only. The receipts from the tax from the 
Shillong meetings are shown in Annexure I and these 
have remained practically constant apparently because 
of scarcity of cash and reduction in the number of 
seasonal visitors arising from travel restrictions and 
difficulties. 

7. Arrears. —Nil. 

8 . Evasion and avoidfince. —None has so far been 
noticed. 

Section II— Replies to Questions 

Question No. 181 . 

No suggestion as the rate is reasonable and the man¬ 
ner of levy administratively convenient. As the few 
race-meetings in the State are in the charge of reputed 
organisations, no evasion has come to notice and there 
is no question of minimising it. 

Question No. 182 . 

No, in the absenuce of a scope. It should, however, be 
practicable to extend the tax to any organised form of 
betting, e.g. dog racing. 

Prize Competition Tax 

Question No. 183 . 

There are no such competitions in Assam. To pre¬ 
vent any change of locus of such competitions with 
consequent loss to a State, uniformity of tax Is desir¬ 
able and should be arr ved at by inter-State conven¬ 
tions. To prevent avoidance and evasion the obvious 
remedy fs to provide for compulsory registration, heavy 
penalty of promoters for non-compliance and cross-check 
accounts of prompters with those of printers and pub¬ 
lishers. 


Miscellaneous Taxes and Fees 

Question No. 184. 

Nothing. We have total prohibition of opiuri® and 
there is already a heavy duty. 


ANNEXURE I 
Betting Tax Receipts 
(Shillong—Meetings) 



1 950 - 5 1 

* 951-52 

1 952-53 

* 953-54 

(Budget) 


Rs. 

Rs. 

Rs. 

Rs. 

Betting Tax . 

31.673 

32,409 

32.390 

30,000 


B —Local (and allied State) taxes. 

(a) General Property Tax, (b) Urban Immovable 
Property Tax, and (c) Service taxes. 

Section I —Factual Background 

The Assam Municipal Art, 1923 (Assam Act I of 1923). 

1. Brief summary of main features, —In Assam no 
tax on Urban Immovable Property is imposed by Gov¬ 
ernment. 

The General Property Tax called a “tax on holdings” 
is levied only by the Municipalities as empowered by 
clause (a) of sub-section (1) of section 59 of the Act 
(copy of the Act is enclosed). The tax is payable by the 
owners on the annual value of their holdings situated 
within the Municipality. The tax is levied on both 
buildings and lands in accordance with the definition 
of ‘holding’ as given in sub-section (10) of section 3 of 
the Act, The annual value is determined by taking the 
gross annual rent at which the holding is reasonably 
expected to let. In the case, however, of holdings con¬ 
taining any building or buildings vested in Government 
or any holding in respect of which the gross annual rent 
cannot be satisfactorily ascertained, the annual value is 
determined by fixing such percentage of the cost of 
erection of the building or buildings on the holding as 
may be determined by the Municipality with the ap¬ 
proval of the State Government; in addition to a rea¬ 
sonable ground rent for the land comprised in the 
holding (section 71 of the Act). 

In addition to the General Property Tax, there are 
also “Service Taxes” levied by Municipalities and which 
are assessed like the General Property Tax on the annual 
value of the holdings. The service taxes comprise mainly 
of the following : — 

(1) Water rate, 

(2) Lighting rate. 

(3) Latrine rate. 

The ‘water’, ‘lighting’, and ‘latrine’ taxes are levied 
by Municipalities respectively under clauses (c) t (d), 
(e), of sub-section (1) of section 59 of the Act. The impo¬ 
sition of these taxes are subject to restrictions prescri¬ 
bed in sections 61, 62 and 63. 

2 . Amendments. —The definition of the term ‘holding* 
as in the present Act is not free from ambiguity and 
the interpretation of the section has given rise to a 
conflict of opinion and also to certain difficulties result¬ 
ing in loss of revenue to certain Municipalities. With 
a view to remove the ambiguities, the relevant sub¬ 
section (10) of section 3 of the Act is being amended 
in the new Assam Municipal Bill by the addition of a 
proviso [vide underlined portions of sub-section (13) of 
section 3 of the Bill—copy enclosed]. Certain amend¬ 
ments have also been made to the relevant section of 
the Act referred to above. 

3. Rate of levy x etc. —All the abovementioned taxes 
are levied at such percentages on the annual value of 
the holdings as may be determined by the Municipali¬ 
ties. According to section 71 of the Act, the percentage 
may be fixed at different rates for different types of 
buildings and for different localities. 

As regards the General Property Tax, the rates in 
various Municipalities range between 3 per cent, to 8 
per cent. No minimum or maximum rates are prescribed 
in the Act. 

As regards water, lighting and latrine taxes, the rates 
similarly in different Muncipalities range between 2 to 
8 per cent., 1 £ to 4 per cent, and 3 to 7 £ per cent, res¬ 
pectively, 
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The holding tax is not leviable on any holding, the 
annual value of which is less than six rupees. In the 
case of holdings, the ‘annual value of which exceeds 
Rs. 7,500 (Rs. 10,000 in the new Bill), the tax on the 
excess shall be leviable at only one-fourth of the rate. 

The Municipal Boards do not generally grant exemp¬ 
tions from payment of the taxes except for such exemp¬ 
tions or omissions as provided for in the Act. 

4. Administrative set-up .—The administration in so 
far as it relates to these categories of taxes rests with 
the Municipalities; subject, however, to the general 
supervision and control of the State Government 
through its subordinate officers at district and sub-di¬ 
visional levels. 

The Municipalities being self-contained administra¬ 
tive units are directly responsible for assessment and 
collection. In the matter of assessment, however, Gov¬ 
ernment may lend the services of an officer is so requir¬ 
ed by the Municipality, 

There are provisions in the Act for appeals and re¬ 
vision against the valuation. Individual appeals are 
heard, determined and decided by a special committee 
set up by the Board or by a Government Officer spe¬ 
cially requisitioned for the purpose. The decision of the 
Committee or of the Government Officer, as the case 
may be, is final. The Government, however, can direct 
revision of the valuation if in its opinion the valuation 
is found to be insufficient, excessive or inequitable, 

5. Cost of Administration, etc .—The costs of adminis¬ 
tration and of collection relating to these particular 
taxes cannot be separately assessed as the same collect¬ 
ing staff is employed for the collection of all sources of 
revenue. The cost of General Administration including 
collection charges is shown in the statements appended. 

The general efficiency of tax administration and that 
of tax collection in particular cannot be considered to 
be of a high order. There seems to be laxity in exercis¬ 
ing the powers given under the Act for timely and effec¬ 
tive realisation. 

When the Local Bodies are not competent to perform, 
or persistcnly make default in the performance of, the 
duties imposed on them by or under the Acts or other¬ 
wise by law or exceed or abuse their powers, the State 
Government take over the administration of such Local 
Bodies for such period as may be necessary to bring the 
administration to its normal order. 

G, Receipts.— 1 There is an upward trend in receipts. 
The increase in the number of holdings and the increas¬ 
ed valuation at periodical re-assessment account for 
the increase in revenue relating to these taxes. 

7. Arrears .—It is noticed that the Municipalities are 
generally in arrears due to ineffectiveness of the collect¬ 
ing machinery. The Municipal Act provides adequate 
measures for the recovery of arrears by attachment and 
sale of movables. These provisions and measures do 
not appear to have fully been utilised, 

8. Evasion and Avoidance .—There is a general ten¬ 
dency amongst the tax-payers to avoid timely payment 
of revenue. The loss of revenue on this account does 
not seem to be appreciable. 


Section II— Replies to Questions 

Question No, 200, 

The Government of Assam do not levy any Urban 
Immovable Property Tax. A Tax on buildings and 
lands occupied by the holdings on which the buildings 
stand is imposed by the Municipal Boards. The tax is 
based on rental value but the capital value is however 
determined in the case of Government holdings and 
such other non-Covemment holdings in respect of which 
the rental value cannot be satisfactorily ascertained. 

It seems that municipal tax and the income tax can¬ 
not be compared in that the municipal tax is assessed 
in respect of each holding whereas the income tax is 
assessed on the total income of the assessee. Perhaps the 
question of devising any rational system by correlating 
the two does not arise. 

Question No, 201. 

In Assam no tax on Urban Immovable Property is 
imposed by Government. As regards the imposition of 
general property tax by Municipal Bodies the position is 
explained against Question 200 above. There is no reason 
to change the system. 

Question No, 202. 

The question does not arise as no Urban Immovable 
Property Tax is imposed by the State Government. 


The observations of the Local Finance Enquiry Com¬ 
mittee as contained in recommendation No. 8 are based 
on the fact that, except in the City Corporations of Cal¬ 
cutta and Bombay, holding tax is not compulsory in 
the Municipalities of other States with the result that 
in those States many municipalities do not impose hold¬ 
ing tax. The position is, however, quite different in 
Assam in that all Municipal Bodies imposed the gene¬ 
ral tax on holdings which as a matter of fact is the 
principal source of their income. In the circumstances 
there appears to be no use for the levy of Urban Im¬ 
movable Property Tax by the State Government. 

Incidentally, it may be pointed out that originally the 
Assam Municipal Act, 1923 contained a provision for a 
“tax on inhabitants assessed according to their circum¬ 
stances and property within the Municipal areas’'. The 
tax was only in force in the Sylhet Municipality which 
did not impose holding tax. Subsequently it was found 
that the assessment of this tax gave rise to many com¬ 
plications and the item was accordingly omitted sub¬ 
sequently by a amendement of the said Act. 

Question No. 203. 

The general position regarding the property tax 
(general tax on holdings) has been explained against 
Question 200. In this paragraph many points-have been 
compacted together such as (1) Principle of property 
tax, (2) Exemption of municipal tax below certain level, 
(3) Exemption of charitable institutions, (4) Exemption 
in the case of vacancy, and (5) Exemption of new 
buildings. 

As regards (1) the position is that the assessment is 
detemftned both on rental and capital values. As re¬ 
gards (2) the Assam Municipal Act provides exemption 
from holding tax of a holding the annual value of which 
is less than rupees six. As regards (3) there is a pro¬ 
vision in the Assam Municipal Act according to which 
the Municipal Bodies may exempt from the holding tax 
any holding used for the purpose of public charity. The 
word “public charity” connote an element of poverty 
and tile institutions fulfilling this condition will be en¬ 
titled to exemption. The Educational trusts will have 
to fulfil this condition. Schools are understood to be 
already exempted here. As regards (4) and (5) when a 
holding is vacant for sixty or more consecutive days 
during any financial year the remission is given for one- 
half of the tax. New buildings are not exempted from 
tax for any period. Such exemption will not be of much 
advantage to encourage house-building. 

The Local Finance Enquiry Committee has brought in 
the question of owner-occupier in connection with pro¬ 
perty tax on the basis of English analogy. In Assam 
this is a charge on the owner and so the question of 
owner-occupier does not arise. 

Question No. 204, 

In Assam the tax is levied by ail Municipal Bodies at 
the rates varying from 3 to 8 per cent, of the annual 
value of the holdings. There is a provision in the Assam 
Municipal Act to the effect that when the annual value 
of a holding exceeds Rs. 7,500 (Rs. 10,000 in the new 
Bill) the tax on the excess shall be levied at one-fourth 
of the rates. 

A progressive scale of taxation on property may, how¬ 
ever, be introduced on a graded scale, and the conces¬ 
sion of reduced rate of taxes as stated above in respect 
of buildings the annual value of which exceeds Rs. 7,500 
(Rs, 10,000 in the new Bill) may be done away with. 


Question No. 205. 

In Assam only the Municipal Bodies impose the gene¬ 
ral property tax. The Panchayats are also empowered 
to levy similar tax. In consideration of the fact that 
the Panchayat areas are rapidly being extended, the 
necessity to empower the Local Boards to levy property 
tax may not arise. 


Question No. 206. 

A separate machinery is set up to deal with the perio¬ 
dical re-assessments in Municipalities. Each Municipal 
Body appoints its own collecting staff for the collection 
of the tax. The Panchayats have not yet imposed such 
a tax. 

Question No. 207. 

In Assam ‘service taxes' are ievied by Municipal 
Bodies and are assessed like general property tax on the 
basis of certain percentage on the valuation of holdings. 
This system is working well and so there are no com¬ 
ments to offer. 
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As regards the^taxation of Central Government Pro¬ 
perties (specially Railway Properties) which are now 
exempted from local taxes under Article 285 of. the 
Constitution of India, the recommendations contained 
in items 61 and 62 of the Local Finance Enquiry Com¬ 
mittee may be given effect to. The Government of India 
are withholding payment of municipal taxes on railway 
properties in many cases with the result that the Muni¬ 
cipal Bodies concerned are incurring great loss. Other 
properties of the Central Government (except Railways) 
should be assessed in the same manner as in the ease of 
the holdings of the State Government. 

Section III— Other Remarks 
Nil. 


LOCAL FUNIl CESSES (LOCAL RATES) 

The Assam Local Rates Regulation 111 of 1879 


Section 111—Other Remarks 
Nil. 


TAXES ON GOODS AND PASSENGERS CARRIED BY 
ROAD OR ON INLAND WATERWAYS. 

Section I— Factual Background 

Nn snrh tnv is lpvied. 


Section II—Reply to Question 

Question No. 216. 

This* does not seem to be suitable for local taxation. 
Section III— Other Remarks 
Nil. 


Section 1—Factual Background 

Under the Assam Local Rates Regulation III of 1679 
as amended by the Assam Acts VI of 1926 and XIV of 
1929, the Government levy tax as ‘local rates’, the maxi¬ 
mum prescribed limit being 2 annas 8 pies per rupee of 
the annuaf value. 


PILGRIM TAX AND TAX ON FLOATING POPULA¬ 
TION IN BIGGER CITIES. 

Section I— Factual Background 

These taxes are not leviable in Assam. 

Section II—Replies to Questions 


All the Local Boards in Assam have levied at the 
rate of 2 annas except Silchar where the rate is 1 anna 
6 pies. It is under consideration that a uniform rate of 
3 annas per rupee be levied by all the Local Boards in 
Assam. 

The ‘local rates’ as levied by different Local Boards 
are realised along with the land revenue by the* State 
Government and the amounts so collected are given to 
the Local Boards. 

Section II— Replies to Questions 

Question No. 208. 

The system of Local Fund Cess (local rate) is working 
satisfactorily and no alterations seem to be necessary. 

(i) The Assam Local Rates Regulation fixes the 
maximum rate of levy at 2 annas 8 pies per rupee of 
annual value. No minimum is fixed. In actual practice, 
however, all the Local Boards are levying at the rate of 
2 annas except.Silchar which levies at the rate of 1 anna 
6 pies. There is also provision for levy of additional 
local rate on land grown with tea. The maximum fixed 
is reasonable. 

(ii) In Assam only a cess on land revenue (local rate) 
is realised. There is provision in the Compulsory Pri¬ 
mary Education Act for an education cess, the proceeds 
of which are to go to the Primary Education Board Fund, 
but this has not been imposed yet as the villagers have 
contributed their share in the shape of free offer of land, 
materials and labour for the construction of school 
buildings. The villagers generally construct school 
building and offer land by way of contribution. We 
consider a general cess in addition to existing cess 
would be too heavy a burden on the tax-payers. 

(iii) According to practice local rate is suspended or 
remitted along with suspension or remission of land re¬ 
venue. Such suspension or remission is granted only 
in cases of general or individual calamity. This practice 
is equitable and should continue. 


Question No. 217. 

The question as regard ‘pilgrim tax’ hardly arises in 
view of the fact there is in Assam only one place of 
pilgrimage viz., Kamakhaya. It is situated in the rural 
area having at present no proper amenities worth the 
name. 

Taxation on floating population will not be suitable 
at present. Moreover there are no big cities in this 
State. 

Section III -Other Remarks 
Nil. 
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POLL TAX 

Section I 
Nil. 

Section II— Reply to Question 

Question No. 218. 

Poll-tax, House-tax or Hoe tax is realised in lieu of 
land revenue in the hill-areas of Assam where it is not 
possible to assess land revenue owing to the shifting 
nature of the cultivation practised by the hill people. 
Most of the areas where such tax is levied have gone 
under the District Councils according to provisions of 
the Sixth Schedule of the Constitution. We have there¬ 
fore no say in the matter now. We do not however con¬ 
sider it to be a satisfactory method of taxation as it is 
not connected with the income or earning capacity of 
individuals. We are not therefore in favour of its ex¬ 
tension to other areas where other methods of taxation 
exist or can be devised. < 


Section III 


-Other Remarks 
Nil. 


(iv) (a) No special problem has since come to the 
notice of Government. 

(b) Zamindars themselves pay the local rate in res¬ 
pect of Zamindari areas. They realise it separately 
from the tenants in addition to their rents. So no spe¬ 
cial problem is likely to arise in this respect. 


(a) Octroi, (b) Terminal taxes. 

Section I— Factual Background 
Neither of these taxes is levied in Assam. 

Section II— Replies to Questions 

Question No. 209 . 


TAXES ON VEHICLES, ANIMALS AND BOATS AND 
TOLLS 

Section I— Factual Background 
(The Assam Municipal Act, 1923 (Assam Act I of 1923)]. 

[The Assam Local Self-Government Act, 1915 (and the 
Rules issued thereunder) ] 

Different rates of taxes on vehicles, animals and boats 
levied by different Local Bodies under their tax-power. 
It is seen that there is still room for enhanced rates of 
taxation on these sources. 

Under the Acts the Local Bodies are also empowered 
to levy tolls on roads, ferries and hats (bazars) at vary¬ 
ing rates. 


Neither Octroi nor Terminal tax is in force in Assam. 

Question Nos. 210 to 215. 

Imposition of Octroi in Municipalities was examined 
previously but was not found feasible. Unlike the towns 
fn Uttar Pradesh which are walled towns, the towns in 
Assam are all open. So the collection of this tax will 
be difficult. 

There is no Terminal tax in this State. The exten¬ 
sion of Nationalisation of Motor Transport will certainly 
facilitate the adoption of a simpler and more effective 
system of terminal taxes on goods transported by roads. 


Section II—Replies to Questions 

Question No. 219. 

(a) There is no suggestion to offer. The Local Bodies 
impose tax on carts, carriages, animals and boats. 

(b) The Local Bodies realise tolls on bridges, ferries, 
roads and markets. 

Section III— Other Remarks 
Nil. 
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PROFESSION TAX 

[The Assam Professions, Trades, Callings and Employ¬ 
ments Taxation Act, 1947 (Assam Act VI of 1947) ] 

Section I— Factual Background 

1. Brie/ summary of main features .—This is a State 
levy regulated by the above Act (copy enclosed) which 
came into force with effect from 1st April, 1947. The 
tax is levied for the mere fact of following a profes¬ 
sion etc. (Section 3) and the quantum thereof is deter¬ 
mined (Section 5) with reference to total gross income 
subject to a maximum of Rs. 50. Persons below a spe¬ 
cified limit of total gross income are exempt. The tax 
is levied for each financial year and at a graduated rate 
(Sections 3 and 4). The Act envisages realisation in ad¬ 
vance and within sixty days of commencement of a 
financial year either by direct payment [Section 12(2) 
read with rule 10 ] or by deduction at source by the 
principal officer [Sections 9 and 12(3) read with rules 
15 and 16]. To avoid any possible hardship to assessees 
of the lower income group, there is, provision (Rule 14) 
for payment of the tax in instalments. To ensure pay¬ 
ment, there are, in addition, the usual provisions (Sec¬ 
tion 13) for imposition of penalties and recovery as an 
arrear of land revenue. In addition, there are provi¬ 
sions for assessment (Section 8), appeals (Section 10) 
revisions (Section 10-A) and refunds (Sections 14). 


C. Receipts .—Annexure II gives the receipts from year 
to year and indicates an upward trend. This is due to 
gradual elimination of avoidance and realisation of tax 
due on some arrear assessments. The position still re¬ 
mains fluid because the field of possibilities has not 
been fully exploited by a comprehensive and detailed 
survey and there are still some arrear assessments. A 
time table has been set for completion of assessment 
from year to year and a detailed survey is also being 
undertaken area by area. These are expected to result 
in larger yields from this tax in future. 

7. Arrears .—The tax being small, there are practical¬ 
ly no arrears of demands made. There are adequate pro¬ 
visions by means of penalties and realisation as arrear 
of land revenue to enforce payment where necessary. 

8 , Evasions and avoidance .—The method used is by 
avoidance of the statutory liability to submit returns 
and pay the tax. The defaulters are usually educated 
persons belonging to the learned professions and Ser¬ 
vices. The extent of loss cannot be ascertained. 

The territorial jurisdiction has been divided and sub¬ 
divided into smaller areas for purposes of preparation 
of comprehensive survey lists to prevent such avoidance. 

Section II—Replies to Questions 


2 . Amendments .—Amendments and tbe reasons 
therefore are stated in Annexure I. 

3. Rates of levy .—These are given in the Schedule 
to the Act. The rate is graduated on the slab system 
but flat within a slab. There has been no change in 
these rates. 

Persons with a total gross annual income of Rs. 
3,500 or below and Hindu Undivided or joint families 
with Rs. 5,000 or below enjoy total exemption. The 
principle underlying this is to give relief to persons of 
the lower income group and to Hindu undivided or 
joint families on the anology of the income-tax. There 
has been no change except in respect of the Armed 
forces serving in Assam. The members thereof enjoy 
complete exemption irrespective of their total gross in¬ 
come under the amendment of 1950. The principle un¬ 
derlying was to remove the disparity as between such 
forces serving in various States. 

4. Administrative set up.—There is no separate agency 
for the administration ol this Act and a common admi¬ 
nistrative department discharges the functions there¬ 
under. The same machinery used for the administra¬ 
tion of the Sales Tax and described, in details in the 
Memorandum relating to that tax is utilised for pur¬ 
poses of this lax and the Superintendents of Taxes are 
responsible for both assessment and collection. Appeals 
and revisions are respectively disposed by the Assistant 
Commissioner and Commissioner. Control is exercised 
at the Secretariat level by the Finance Department. 

5. Cost of administration .—Inasmuch as the tax is 
administered by a common department with other such 
measures, it is not possible to assess the cost of collec¬ 
tion of this tax as compared with the receipt there¬ 
under. 

The desired degree of efficiency of tax administration 
and tax collection cannot be said to have been achieved 
because of the natural inclination of assessees to avoid 
the tax. Steps have however, been taken to complete 
list of all potential assessees. With such a list, it is ex¬ 
pected that efficiency will improve. 

The amount of tax is small and there is again the 
provision for payment in instalments. Thus its adminis¬ 
tration and collection do not appear to have been irk¬ 
some to the tax payer. 


Question No. 220. 

No. The Local Finance Enquiry Committee recom¬ 
mends a higher limit in view of the tendency to in¬ 
dustrialisation and heavy demands made by modern in¬ 
dustries and large business on Municipal administration. 
In the absence of such industries and business and also 
of local bodies as can meet any such heavy demands, 
there is no case for raising the upper limit to Rs. 1,000 
so far as the Assam is concerned. There is again no 
case also for substitution of the State levy by a Local 
levy or for wider adoption of the profession tax by local 
bodies in the State. The Act as enforced is sufficiently 
wide and there is no scope for further extension The 
levy is already compulsory above the minimum level 
of exemption described in Section I of this memoran¬ 
dum. No modification in the present form of levy is 
called for. There is also no scope lor improving the cor¬ 
relation with income-tax from the point of view of its 
incidence or administration. 

Section 111—Otheh Remarks 
Nil 


Annexure I 

ATr.eruiments to Assam Professions , Trades , Callings 

and Employments Taxation Act, 1047 


Amend men is 

1. Thr Assam Professions, 

Trades, Callings and Em¬ 
ployment Taxation (Amen¬ 
dment) Act, 1950 Assam 
Art XXII of 1950)—copv 
enclosed. 

2. The Assam Professions, 

Trades, Callings and Em¬ 
ployments Taxation 

( Amendment) ' Act, 1951* 
Assam Act XIII of 195*2— 
copy enclosed. 


Re asons for amendments 

To exempt, ai the instance of the 
Government of India and in 
the absence of such a tax 
throughout India, the Armed 
Pmccs serving in the State, 


To specify the authorities res¬ 
ponsible Ibr discharge of various 
functions and to provide for 
cases of avoidance and evasion, 
rectification of mistakes and 
fixation ol liabilities of principal 
officers for non-deduction of 
tax. 


Annexure II 



Assam Professions, Trades, 

Callings and Employments Taxes 

1947-48 

1948-49 

1949-50 

Receipts 

1 95 <>- 5 1 

1 95 *-52 1 952*53 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. It,. 

1 . 23,752 

2 . 04,41 I 

2 , 64,314 

2 . 78,314 

2 , 66,483 11 , 92,014 


1953 - 5 * 

(Budget) 

Rs. 


2,50,000 


THEATRE TAX 

Section I—Factual Background 
Nil 

Section II—-Reply to Question 
Question No. 221. 

Municipal Bodies in Assam impose a licence fee on 
the premises kept open for Cinemas, dramatic perfor¬ 
mances, Circuses and Variety shows. Under the new 
Local Self-Government Acts, Local Boards are also 


authorised to impose tax or licence fees on these As 
these two categories of Local Bodies have their juris- 

hl C V“" , the . wh ° le area of the State it may 

be held that this tax is almost in a state of general 
adoption in Assam. As sueh performances are very 
rare in the rural areas, the imposition of such tax or 
present *** by the Pancha y ats may not be necessary at 


Section III—Other Remarks 
Nil 
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TOWN IMPROVEMENT AND OTHER “BETTERMENT” 
TAXES 

Section I—Factual Background 
Nil 

Section II— Replies to Questions 

Question No. 222* 

There does not appear now any room for the levy 
of betterment tax is the State. This may be more suit¬ 
able for adoption by an improvement Trust when such 


a Trust comes into existence in the State and make plan¬ 
ned improvement of the towns. 

Section III— Other Remarks 
Nil 



MEMORANDUM V 


Replies to Questions not dealt with in Memorandum IV 

PART I—TAX SYSTEM 


Question No. 1. 

A sound tax policy should aim at transferring only 
so much of the national income to the State which on 
general economic grounds should form part of the pub- 

v wniomies It Should avoid curtailing private savings 
he revenues H miou U replacement of capi- 

necessary lor the mamtendu esse ntial for 

tai "£ rfe effiSf o" the Community. While 
redistribution of wealth and income to the extent neces¬ 
sary to support expansionary policy should form part 
of the objectives of tax policy it should not be 
stretched to the point of discouraging savings essential 
to the economy. So far as production, savings and in¬ 
vestment are Concerned, tax policy should aim at being 
as neutral as possible so as not to produce any disin¬ 
centive. Similarly* inequality which helps savings and 
need not be corrected by deliberate tax 
policy as the same result can be achieved by large pub- 
lie investments on basic developments. Over a period 
of years tax policy should aim at avoiding economic 
fluctuations and the maintenance of external equili- 
brium is implicit in this objective. 

Question No. 2. 

The best criterion for determining equity of a tax 
system is equality of sacrifice. The tax system can be 
described as fair if it apportions the total burden of 
taxation among the members of the community in such 
a way that every body is to pay according to Jus ability. 
Ability to pay is indicated by the size of the income, 
therefore, an equitable system of taxation should be pro¬ 
gressive involving a higher sacrifice on the part of per- 
sions enjoying higher income. 

Question No. 3. 

In the present context of the economic development 
of the country and taking the habits and preferences of 
the people for what they are, the existing system may 
be regarded as approximating the principle of ability 
to pay The scope for further extension of the prin¬ 
ciple is limited by the fact that the class of people who 
have some disposable income left after taxation is also 
the class responsible for the bulk of the savings and 
capital formation in the private sector. However, the 
same object may be achieved by taxing luxury goods? at 
higher rates. 

Question No. 4. 

The Indian tax system as it is at present does not 
appear to have fully utilised the taxable capacity oi the 
substantial agriculturists and small traders in towns and 
villages. Moreover, there are reasons to believe that 
the big businessmen practise large scale evasion of 
taxes levied by the Central and State Governments. 

Question No. 5. 

Yes. The proportion can be and ^ should be raised. 
The tax changes necessary are those intended mainly to 
increase the burden on the agriculturists who are not 
liable to Agricultural Income-Tax, and small traders. 
The improvement of tax administration to prevent eva¬ 
sion will also contribute materially to the raising of the 
proportion. 

Question No. 6. 

The tax system as a whole in this country is regres¬ 
sive. Consumption taxes form an important part Jbe 
revenues of all. Governments. In the State the three 
taxes Excise, Sales-tax and Stamp duty account for 
more’than forty per cent, of the total tax revenues and 
land revenue represent roughly fifteen per cent, of the 
total Taking the Centre and the States together the 
share of the outlay taxes in the aggregate tax revenue 
in 1950 to 1952 was sixty per cent, and adding land re¬ 
venue to it the proportion of regressive taxes in the total 
was 64 per cent. Thus, the tax system as a whole can¬ 
not be considered ideal. But in the present context it 
is not possible to increase rates oi direct taxes without 
impairing the rate of capital formation as the habit of 
saving is not evenly distributed among the different 
classes of the population. For some time to come the 
regressive tax on commodities will continue to feature 
prominently in the Indian tax structure and the object 
of progressive taxation will have to be achieved in¬ 
directly by exempting from taxation goods of every-day 
necessity taxing luxuries and conventional comforts at 
higher rates and by utilising the proceeds of regressive 
taxes for financing services which benefit primarily the 
lower income groups. 


Question No. 7. 

Yes. India has set for herself the goal of mixed eco¬ 
nomy. Under a mixed economy the public sector is 
bound to expand and with the revenue derived 
from public enterprises. The exact developments will 
depend largely on the industrial policy of the State. So 
far as Assam is concerned our proposal to nationalise 
some industries had to be dropped as a result of the new 
industrial policy announced by the Government of India. 
There is, however, scope for expansion of public enter¬ 
prise in public utilities such as transport, electricity in 
the exploitation of forests and mineral resources etc. 

Question No. 8. 

Yes. As a rule receipts from all taxes should be treat¬ 
ed as part of a consolidated pool and be available for 
financing governmental activities as a whole. 

Question No. 9. 

Yes. To meet the cost of schemes intended to benefit 
particular industries or areas it may be more appro¬ 
priate to utilise a temporary cess to make the industry 
or the locality pay for the specific service rather than 
subject the entire population to a general tax. 

Question No. 10. 

Further extension of State undertakings may be 
desirable as a method of augmenting revenue. But the 
scope for it is lirqited at present by the paucity of re¬ 
sources, both human and material, necessary for the 
successful operation of such undertakings. The price 
policy of these enterprises should be so formulated as to 
include an element of tax. If the monopolistic opera¬ 
tion of the State enterprise results in a reduction of cost, 
there is no reason why the State should not appropriate 
the entire difference between competitive price and 
monopoly cost. 

Question No. 11. 

The net surplus after providing for the usual depre¬ 
ciation and replacement of capital earned by the 
State undertakings may be’ distributed between general 
revenue and general development fund. The general 
development fund however, should not be utilised for 
the expansion of the particular undertaking. It should 
be devoted mainly to the financing of development pro¬ 
jects intended to benefit the community as a whole. The 
annual contribution to the development fund should be 
the first charge on the net surplus. If anything is left 
after paying, say 4 or 5 per cent, to it should be utilised 
for the augmenting of general revenues. 

Incidence of Taxation 

Question No, 12. 

The basis should be income and occupation. The 
burden of a tax on the individual is ultimately perso¬ 
nal to him and depends on the sacrifice he has to make. 
As the extent of the sacrifice is determined by the size 
of the income and the customary standards of living of 
the class to which he belongs, income and occupation in 
combination gives the appropriate basis for examining 
the relative incidence of taxation. 

Question No, 13. 

No. It has already been pointed out in answer to 
Question 4 that tax burden is lighter on the substantial 
agriculturists and small traders. 

Question No. 14. 

Yes, As a result of changes during and after the last 
world war the proportion of the national income going 
to the primary producers has increased and in conse¬ 
quence the relative incidence of taxes has changed. From 
the estimate made by the National Income Committee 
it appears that 48 per cent, of the aggregate national 
income belongs to the class, agriculture, forestry and 
fishry. The main taxes borne by this class are Land re¬ 
venue. Excise (Central and State), Sales-Tax which ac¬ 
count for a total of roughly 200 crores. This is less 
than a third of the total tax Revenue. 

Question No. 15. 

No. So far as the State Taxes are concerned the cost 
of compliance with regulations is negligible if the high 
exemption limits are taken into account. 

Question No. 16. 

Yes. This can be done by taking account of the per 
capita public expenditure on social services on the in¬ 
come side of the class of people specially benefitted by 
such services. 
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Question No. 17. 


No. 


Taxation and ecoriomic development 


Question No, 18. 

Taxation as an instrument for finding additional re¬ 
sources required for the development programme ha^ a 
more limited scope than borrowing. Rates of progressive 
taxation cannot . be pushed further without curtailing 
savings and capital formation in the private sector of 
the economy. ^ Yet there are certain sections of the 
people belonging mainly to the lower income croups 
whose personal incomes are below the taxable limit and 
who do not pay many of the consumption taxes. It is in 
the hands of these people that the bulk of the dispo¬ 
sable income is to be found. In the absence of suitable 
banking facilities the disposable income in possession 
of this section of the community either remains immo¬ 
bilized in personal hoards or is invested in jewellery 
and is, therefore, not available for financing develop¬ 
ment. .A plan of public borrowing specially designed to 
tap this source of savings is likely to produce resources 
more quickly than any plan of taxation. 

Question No. 19. 

As pointed out in reply to the previous question en¬ 
hancement of existing taxes as method for raising ad¬ 
ditional resources to finance development, has limited 
scope. With the improvement of the position in respect 
of trained personnel and experience in the matter of 
management and operation of State undertakings, it 
should be possible to develop non-tax revenues to a 
material extent. But for some time to come increasing 
reliance will have to be placed on the prevention of tax 
avoidance and tax evasion and economy and rationali¬ 
sation in expenditure. Fresh taxation to utilise the tax¬ 
able capacity of the agriculturists and small traders may 
bring in additional resources without increasing the 
general tax burden. 

Question No. 20. 

The general objectives of a sound tax policy have 
already been defined in answer to Question 1. India has 
a mixed economy. If this economy is to function effi¬ 
ciently there must be enough incentives for private en¬ 
terprise to come forward to play is expected role. It 
would therefore be advisable not to adopt too progres¬ 
sive a tax policy at this stage if it means discouraging 
private enterprise and private capital formation. At 
the same time sufficient savings must be available for 
financing State enterprise in the public sector. Public 
savings by further enhancement of the rates of progres¬ 
sive taxation may not be feasible without material 
diversion of the resources from the private to the pub¬ 
lic sector. So the best policy will be for the State to 
improve the administration of direct taxes at existing 
rates. To tap un-utilised taxable capacity in the hands 
of classes who are comparatively lightly taxed under 
the current system the rates of taxes on luxuries and 
conventional comforts may be increased and an exten¬ 
sion of professional tax to rope in small traders may 
be tried. For the balance reliancy will have to be plac¬ 
ed upon borrowing planned to tap idle resources in the 
hands of the people un-accustomed to investment. 

Question No. 21, 

Taxation policy under mixed economy should 
stimulate and not retard capital formation in the pri¬ 
vate sector. 

Question No. 22. 


not however be possible to tap the entire disposable in¬ 
come taxation alone for whicn some sort ot small sav¬ 
ings drive should be organised. 

Question No. 25. 

As the rate of development will ultimately be govern¬ 
ed by the rate of investment, the community cannot 
be allowed abruptly to step up its consumption stand¬ 
ards without imperiling the chances of the plan. It will 
therefore be necessary to regulate consumption stand 
ards to promote savings. However, tax policy has limit 
ed scope in the special circumstances of the count™ as 
an instrument of compulsory saving Direct taxps Ln 
not be raised without affecting private savings.' Indirect 
taxes on luxuries and conventional comforts and addi- 
tional cesses on land may produce some result. 

Question No. 26. 

Tax policy can promote the efficiency of the produc¬ 
tive system to a measure. A tax on alcohol, by raising 
its price may persuade the workers to consume milk 
instead of liquor and thereby contribute to their effi¬ 
ciency. A protective import duty may be instrumental 
m bringing into existence and supporting a new indus- 
tr .y. tor which the country has natural advantages but 
which could not florish due to the cut-throat competi¬ 
tion of large-scale foreign producers already in the field. 
Thus protection may help expansion of employment and 
increase in productive efficiency from fuller utilization 
of resources. But protection continued beyond the 
period necessary for successful establishment of an in¬ 
dustry may produce inefficiency by giving artificial sup¬ 
port to inefficient units. 

High rates of direct taxes may reduce the incentive 
to work, save and invest especially in risky enterprise. 
Outlay taxes may have a tendency to disturb natural 
allocation of resources as between industries; and there¬ 
fore, so far as economic resources naturally tend to be 
employed in those directions where they are most pro¬ 
ductive, the selective outlay taxes may have an adverse 
effect on productive efficiency. 

When a commodity is taxed at the same rate through¬ 
out the country the tax no effect on production. But 
when the same commodity is taxed twice or three times 
in some areas and not at all in some States, or when 
the rates of the tax vary widely between various parts 
of the same country natural allocation of resources as 
between areas may be affected and the productive effi¬ 
ciency of the economy may to that extent, be impaired. 

There is room for rationalisation of the tax structure 
in the field of State taxation. A single point sales-tax 
with a uniform list of exemptions and with rates vary¬ 
ing within reasonable limits will contribute to the effi¬ 
ciency of the productive system. 

Question No, 27. 

In the development programme of the private sector 
of the economy, tax-policy may be used to secure the 
order of priority desired by the Planning authority. 
Commodity taxes are the effective weapon for this pur¬ 
pose. Protective duties may help establishment of new 
industries in the face of foreign competition. Selective 
outlay or sales-tax as against general sales-tax can go 
a great way in influencing the assortment of goods and 
services that will be consumed or the quantities in which 
they will be produced. 


No information. 

Question No. 23. 

The middle class is the backbone of a democratic- 
society. In India this class supplies the bulk of the small 
savings collected by the Insurance Companies, the Post¬ 
al Savings Banks and even the Government. Since the 
last World War the lot of this class has materially 
worsened, Some of them have gone into debts. Tax 
relief in respect of the: e groups may reduce indebted¬ 
ness and help savings indirectly. 

Question No. 24. 


Question No. 28. 

(a) and (b). Tax-policy as a flexible weapon of eco¬ 
nomic development has great potentiality. Besides reduc¬ 
ing overall demand heavy taxation may take away a 
considerable paid of the peoples’ income thereby re¬ 
leasing resources for an investment programme to build 
up productive equipment. In poor country where the 
bulk of the people live on subsistence level, the limita¬ 
tion of this policy is obvious. Heavy taxation of the 
rich, however, will paralyse the private sector of the 
economy by retarding capital formation, 


The bulk of the additional income envisaged by the 
Planning Commission as a result of the execution of the 
Five Year Plan will come from the development of 
agriculture and the expansion of private industrial 
enterprise?. It is possible that by 1956-57 the proportion 
of agricultural income in the aggregate national income 
will increase. In that view of the matter the extra in¬ 
come will accrue mainly to the masses of the agricul¬ 
turists whose standard of living is low and who hoard 
the bulk of their savings in idle cash and jewellery ex¬ 
cept for the investment in buildings, corrugated iron 
sheets. The tax policy should be so adjusted as to dis¬ 
courage the masses of the agriculturists from frittering 
away their surplus income on useless luxuries. It will 


Speculative gains or incomes from certain types of 
investment not considered to be of urgent public interest 
or of priority may be controlled and reduced through 
heavy taxation. 


(c) In order to promote investment in certain direc¬ 

tions relief m that lino may be granted, and protective 
taxes may be levied on imports that compete with the 
products of home industries essential from the point of 
view of economic; prosperity. 1 1 

( d ) Lack of effective demand which may produce 
slump in trade may be corrected by redistributive in? 
come tax. But in the special conditions of India the 
scope for progressive income tax is extremely limited 
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(e) Apart from the possibilities mentioned at (a), (b), 
(e) and (d) above, the tax system as an instrument of 
economic development is largely negative in its effects. 
Public expenditure in grants, loans and subsidies besides 
direct investment by various public authorities may be 
the more effective instrument for promotion of direct 
economic development. 

Question No. 29. 

The problem of economic development in India is 
mainly the problem of building up the modern produc¬ 
tive equipment in the community so that the basis for 
full employment and higher standard ( of life can be 
created. The tax-policy, besides raising adequate re¬ 
sources for the investment programme in the public sec¬ 
tor is to subverse the needs of planned development in 
the private sector. By influencing the profitability of 
investment and through regulation of consumption tax 
policy can serjre as an instrument of planned develop¬ 
ment. Its effect is more direct and particular than the 
effects of monetary policy. 

The policy of dear money may promote genuine sav¬ 
ings in the economy, and contribute to the success of 
the borrowing programme of the Government and may 
be more appropriate then heavy direct taxation as an 
instrument for the promotion of savings. 

Direct controls are more difficult to operate and are 
ordinarily appropriate in extreme cases to avoid infla¬ 
tion. 

Question No. SO. 

On the whole the present tax system in India makes 
for a reduction in inequalities of income and wealth. 

Question No. 31. 

In order to reduce the inequalities of wealth and in¬ 
come the following measures may be adopted; — 

(i) Imposition of death duties. 

(ii) More stringent measures against evasion of 
taxes. At present it is widely believed that in¬ 
come tax evasion is widely practised except by 
the salaried classes. 

Question No, 32, 

The tax system cannot go far towards achieving equa¬ 
lity of incomes. For quick results positive measures 
will have to be taken through public expenditure to 
level up the real income of the poorer classes. These 
measures should take the form of provision of free or 
Cheap educational and medical facilities, social security 
and insurance, etc. 

Question No, 33, 

No. 

Question No. 34. 

(a) Succession duties as distinct from Estate duty has 
limited potentialities as a source of additional revenues. 
It may wait till the economic conditions justify its impo¬ 
sition. 

(b) The Estate Duty Bill is already passed by Par¬ 
liament and, as the Finance Minister himself admitted, 
at present, we cannot expect more than ten or twelve 
crores of rupees per annum from this source. 

(c) Terminal taxes on goods or passengers may add 
some revenue to the State exchequer, but in view of 
the Sales-tax that we already have and the fact that 
transport cost on goods imported into Assam in high, 
such a tax on goods will not be welcome, A tax on Bail¬ 
way passengers will be a tax on travel and may have 
adverse effects on Railway revenue. 

(d) It is already a general complaint that the present 
high rates of railway fares hindering railway travel 
with consequent reduction of Railway revenue. 

Any further enhancement of Railway fares which such 
tax would mean in practice may not be desirable. 

Similar considerations hold good in the case of a tax 
for Railway freight, 

(e) and (f). The possibilities of augmenting revenue 
from these sources are not great, and in a State like 
Assam where the newspaper industry is not well de¬ 
veloped and where there is no stock exchange worth 
the name, they may be said to be almost non-existent. 

Question No, 35. 

A tax on Capital -—Such a tax may yield considerable 
revenue, but will be inexpedient at the present stage 
of our economy in view of the need of providing stimu¬ 
lus for capital formation, 
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Betterment Levies .—Betterment Levies have a great 
scope in those States where multi-purpose projects of 
development have been undertaken. In Assam unfor¬ 
tunately so such large-scale projects capable of brirfging 
about substantial increase in the value of properties 
have been undertaken, Nevertheless, provision has been 
made in the Assam Embankment and Drainage Act, 1953 
for the levy of a rate cess or premium on land improv¬ 
ed by embankment or drainage work undertaken by 
the Government. Permanent improvement effected 
through the activities of public authorities on agricul¬ 
tural land is automatically taken into account in asses¬ 
sing the value of land during Resettlement operations 

Agricultural Income-tax. —This is already levied by 
most of the Indian States and so far as Assam is con¬ 
cerned, we have this tax levied at progressive rates 
since 1939, 

Social Security Tax ,—This is a desirable tax in demo¬ 
cratic country but its imposition will have to be follow¬ 
ed by the adoption of Social Security measures. In 
India the society is so constituted that social security 
through collective organization may not be popular 
against the protection offered by the institution of joint 
family. However there is much scope for such insur¬ 
ance in organized industries and the extension of the 
Employees 'State Insurance Scheme will Automatically 
imply imposition of some social security levy. 

Re-introduction of the Salt Duty. —An old tax is said 
to be no tax at all. The Salt Duty was surely not keen¬ 
ly felt by the Indian masses before its abolition in 1946 
nor was the abolition followed by any perceptible reduc¬ 
tion in the price of the commodity. It was surely a 
good means of taxing the poor so far as we wanted to 
tax them. But its re-introduction will be inexpedient 
and impolitic and will be widely resented. 

Surcharge on Land Revenue .—During the war and the 
post-war period, the annual value of agricultural land 
has considerably gone up due to the increased price of 
foodgrains and cash crops. Therefore the incidence of 
land revenue has become lower than what it was before 
the war, A surcharge to bring the old rates in confor¬ 
mity with changed conditions, if practicable, would have 
served to re-distribute the tax burden equitably, 

A surcharge may be levied either at a flat rate, or it 
may be graduated according to crops grown or the size 
of holding. But a flat rate would be appropriate only 
when the improvement in land values is equally shared 
by all areas. Graduated rates cannot be fixed without 
detailed re-classification and enquiry which are possible 
only during the resettlement operations. Resettlement 
operations are about to begin in Assam, in view of this 
such a measure need not be resorted to at present. 

Modification of the policy of prohibition.—-In view of 
the directive principles of State policy incorporated in 
the Constitution in this respect, any departure from the 
accepted policy of prohibition is not justified. How¬ 
ever, we must see that the policy of Prohibition is effect- 
tive and does not merely result in the loss of revenue. 
So far as Assam is concerned, we have been following 
rather a very cautious policy in this respect. 

Question No. 36. 

The major part of Assam is temporarily settled. The 
permanently settled estates of Goalpara district and the 
Karimganj Sub-division of Cachar district are also be¬ 
ing acquired by the State and will ultimately become 
temporarily settled like the rest of the State. Now, the 
temporarily-settled areas are periodically re-assessed 
under the Assam Land Revenue Re-assessment Act, 
1936. Under the provision of this Act any increase in 
the value of lands and even general improvement in 
the economic conditions are taken into account in Ax¬ 
ing the rates of revenue. Unearned increments in the 
value of land are therefore already taxed in the form 
of increased revenue. But when there is appreciable 
increment in the value of land due to public projects 
of development executed between two settlements it 
would be reasonable to levy a tax on such unearned 
increment. 

This does not apply to the Hill Districts where there 
is no Land Revenue but a fixed house-tax is charged. 

Question No, 37, 

The following measures may be adopted for increas¬ 
ing the receipts from the existing sources of revenue: — 

(a) Resettlement operations strictly according to the 
time-Schedule. 

(b) More comprehensive surveys to rope in unregis¬ 
tered dealers for purposes of Sales-Tax, small 
trader for purposes of Professional Tax, larger 
agriculturists for purposes of Agricultural In¬ 
come-tax. 

(c) Increased vigilance to stop smuggling of liquor. 
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(d) Appointment by Local Bodies of Executive Offi¬ 
cers with independent control of tax collecting 
staff. 

(e) Development of moral, social and democratic 
consciousness to make the people feel that pay¬ 
ment of taxes in a democratic society is a social 
obligation. 

(/) Co-operation among the various States of the 
Union on the one hand, and the Union Govern¬ 
ment and the state Governments on the other 
for the purpose of effective administration and 
better collection of taxes like the Income-tax 
and Sales-tax, etc. 

Question No. 38* 

It is really difficult to recommend any new source of 
taxation. Estate Duty Legislation has already been 
enacted, and Succession Duty should wait for some time. 

So far as terminal taxes on goods are concerned, it will 
be highly undesirable in Assam in view of the high cost 
of transport of commodities into this State from the 
rest of the Union, and also because of the existence of 
various consumption taxes, like Sales-tax and Exise 
duties. 

However the imposition of a tax on goods carried by 
road and inland water is under the contemplation of this 
Government. 

Question No. 39. 

There is at present no scope for the Central Govern¬ 
ment to impose surcharges under Article 271 of the 
Constitution. 

Taxation and Inflationary and Deflanationary Situations 

Question No. 40. 

A policy of high taxation is an effective weapon for 
dealing with an inflationary situation. 

inflation is due to an increase in the money income 
of the people without any corresponding increase in the 
supply of goods and services. Highly progressive rates 
of income-taxes, by mopping up the surplus purchasing 
power in the hands of the people, may reduce their pur¬ 
chasing power and thus help check the rise of prices. 

Even the levy of indirect taxes which are generally 
regressive in character may assist in dealing with an 
inflationary situation. As a result of the imposition of 
outlay taxes, prices of commodities subject to taxation 
may rise; but this rise in prices will not augment the 
money income of any class of people and the difference 
between the cost of production and the prices (including 
taxes) will come to public exchequer. So far as indirect 
taxes compel people to pay higher prices for the taxed 
commodities they may have less income to spend in 
other goods and services demand for which should there¬ 
fore fall. This reduction in demand may tend to bring 
down the price level. 


Only when the increased cost of living resulting from 
the imposition of tax leads to a rise in money wages the 
consumption taxes will accentuate the inflationary situa¬ 
tion. 

Similarly, tax-relief may prove to be an effective ins¬ 
trument in dealing with deflationary situation. Tax- 
relief to the investing and business classes may restore 
their confidence, while abolition of the consumption 
taxes may revive the demand for goods and services. 
The cumulative effect of all these may be to change the 
business situation and bring about a revival of employ¬ 
ment 

In India, however, number of persons paying income- 
tax is only small fraction of tax paying population. Pro¬ 
ducers both in industries and agriculture who would 
reap the benefit of an inflationary situation are pretty 
large and they remain mostly outside the purview of 
the income-tax. This points to the need of greater re¬ 
liance on consumption taxes as an anti-inflationary 
measure. 


There is another point which however, must not 
escape attention. If rates of income and business taxes 
are raised very high to counter the inflationary tenden¬ 
cies, there may be temptation to evade taxes on a wider 
scale. Consumption taxes do not suffer from this defect 
to the same extent. During inflation when sellers mar¬ 
kets prevails all along, and demand for goods and ser¬ 
vices is very keen consumption taxes are easily passed 
on by the traders to the consumers. A greater reliance 
on consumption taxes as an anti-inflationary measure is, 
therefore, justified in the Indian context. 


But the poorer section of the community may be very 
hard hit during inflation, if their money incomes fail 
to raise at all or at least proportionately. Further inflic¬ 
tion of sacrifice on them through higher rates of indirect 
taxes may therefore be undesirable. 

Question No. 41. 

(a) Inflation has a tendency to make the rich richer 
and the poor poorer. Direct taxes therefore are suppos¬ 
ed to be more efficatious as an anti-inflationary measure. 
In view of the limited scope of income-tax in India 
direct taxes cannot carry us very far. During deflation 
however, they may be helpful in reviving business con¬ 
fidence. 

(b) Indirect taxes on consumption has great practical 
efficacy in Indian context as anti-inflationary measure 
because of their wider scope and administrative con¬ 
venience. Indirect taxes on luxury goods may be levied 
so that the difference between the cost of production of 
these commodities and the higher demand price for them 
may come mostly to the public exchequer. 

In the deflationary context reduction of indirect taxes 
to promote consumption may be suggested as a way to 
recovery. But reliance on income-tax relief to encourage 
investment may be more effective. 

(i) During inflation import duties should generally 
be relaxed so that the supply of goods for in¬ 
ternal consumption may increase. Opposite 
considerations should prevail during deflation 
as a general rule. 

(ii) Reduction of export duties may be helpful in 
increasing exports and thereby helping revival 
of trade and employment. 

(in) and (iu) The reply is same as given in answer to 
question 40 with reference to consumption taxes. 

Question No. 42* 

The tax structure should be such as to contain ele¬ 
ments of stability as well as flexibility. It should have 
a flexibility to cope with the changing economic situa¬ 
tion, and stability to ensure the smooth running of the 
normal administration. 

In India which is a land of villages direct taxes to 
be collected from a large number of producers will 
make the cost of collection very heavy. If the taxation 
policy is to succeed as an anti-inflationary measure the 
machinery of consumption taxes will have to be alert. 

When the first symptoms of inflation are visible, it 
should not only be possible to raise the rates of direct 
taxes, but the administrative machinery also should be 
sufficiently prompt to act. This may often be difficult 
both for political and constitutional reasons. The 
States in India have to levy mostly the consumption 
taxes leaving the bulk of the direct taxes to be imposed 
by the Union Government. At any rate, the position of 
the Centre in the fiscal sphere is so dominant that it is 
the Central Government acting in unison with the States 
which will necessarily have to take the initiative in con¬ 
trolling instability in the economy. 

Inelasticity of public expenditure may make the tax re¬ 
duction to cope with deflationary situation difficult of 
achievement. But if adequate resources were built up 
during the previous period of business prosperity, or if 
the public expenditure can be maintained or increased 
out of borrowed fund this should not be a difficult ideal 
to achieve. 

Question No. 43. 

The policy of public expenditure is expected to play 
a very dominant role in a modern democratic community 
in moderating the forces of inflation and deflation. Busi¬ 
ness activity is at a low ebb in the private sector of the 
economy during depression, when the demand for goods 
and services falls and profits in enterprise decline. Na¬ 
turally the private enterprises will find it unprofitable 
to employ all the people they used to do before. It is 
then for the public authorities who are not motivated by 
the immediate considerations of profit and are expected 
to be quite conscious of the social cost involved in un¬ 
employment and instability to increase public expendi¬ 
ture and investment in the public sector of the economy 
so that the overall economic situation may remain 
stable. 


The opposite course of action naturally suggests itself 
during the inflationary situation. In a mixed economy, 
where the public sector is well developed as in Sweden 
this policy can be very successfully followed. But if 
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public expenditure is more or less inelastic and the bulk 
of the industries are in private hands as is the case in 
India, the hands of the public authorities will be tied 
and the policy to that extent will be ineffectual. Second¬ 
ly, public investment requires long-range planning, and 
these plans cannot so easily be varied at every sign of 
prosperity and depression in the private sector of the 
economy. In India, to-day, large-scale projects of deve¬ 
lopment have been planned, public outlay in them there¬ 
fore cannot be held up, without giving rise to waste, 
merely to counteract inflationary tendency in the 
economy. 

Question No. 44. 

Tax-changes for dealing with the effect of rising or 
falling prices on particular groups of tax-payers of sec¬ 
tors of the economy may not be posible without raising 
difficult problems. Fiscal policy cannot be adjusted to 
the needs of particular industries. 

Question No. 45. 

Inflationary influences have already been under check, 
thanks to various policies adopted by the Union Govern¬ 
ment, and also to various forces both internal and 
external. 9 

Deflationary forces are in evidence here and there 
but their effects on the economy are not likely to be 
substantial in the face of India’s determination to im¬ 
plement the Five Year Plan, even by resort to deficit 
financing. 

PART II—DIRECT TAXES 
Income-Tax 

Question No. 52. 

We do not like to suggest any modification of the de¬ 
finition of “agricultural income” given in the Central 
Income-tax Act in order to include ‘forestry* and certain 
other items in the definition or exclude the same from 
it. The present definition of the term ‘agricultural in¬ 
come’ is quite clear and exhaustive and there is no 
necessity to amend the same. 

Where there is regular operations in forestry for pur¬ 
pose of maintaining and exploiting forest produce the in¬ 
come from such forests would be agricultural. Such 
operations may be by way of clearing jungles, creepers 
and climbers; thinning by removal of less healthy trees 
from thickly grown areas; removal of unsound, crooked 
and diseased trees; burning of leaves of fertilise the 
ground; cutting of trees at special heights, reservation 
of blocks by turns and operating them in cyclic order; 
preserving mother trees for the spread of seeds; taking 
steps to protect forests from fire, etc. In these opera¬ 
tions, there would be no actual tilling of the soil or cul¬ 
tivation of the ground. But nonetheless, the operations 
would be in the nature of agriculture, in so far as 
human labour skill is employed in fostering the growth 
of the forests and in protecting the same. Actual tilling 
of the soil is not necessary to .constitute agriculture. 


But there is no cultivation in respect of a wild jun¬ 
gle or forest. Rather the absence of cultivation, it is. 
that permitted the area to develop into a jungle. There 
is no employment of human skill or labour in the 
growth of a natural forest. Though forest guards might 
be employed to protect the forest and the trees therein 
and caretake them, the trees cannot be said to have 
been grown as the result of any cultivation by the 
forest guards. Hence the wood and trees of virgin jun¬ 
gle are of spontaneous growth and the income derived 
by sale of the same cannot be said to be agricultural 
income. 

In view of the difficulties of arriving at any definite 
interpretation of the term ‘forestry’ as mentioned above 
it is better to leave the matter to the ordinary operation 
of the Act instead of defining the same in the Act. 

Similarly there is difficulty to make provisions in the 
Act to avoid the contingency of the same being taxed 
by both the Government in respect of income from 
dividend from agricultural companies, etc., due to diffi¬ 
culties of giving clear interpretation of these terms. 

Question No. 53. # 

No. The present distinction between agricultural and 
non-agricultural income which leaves the former for 
exploitation by the States is ideal from the point of 
view of fiscal arrangements. 

(i) to (in) Does not arise. 

p 

Question No. 54. 

No. This will take away from the State Governments 
the right to vary the rates of agricultural income-tax 
to meet the budgetary needs and thus upset the balance 
in the fiscal structure materially. 


Question No. 56. 

The non-exemption clause in Section 4(3) of Indian 
Income-tax Act denied relief to private religious trust 
but not to a private religious endowment. This means 
that when a private Hindu religious endowment or a 
Mahammedan Wakf is created by way of an English 
settlement, it would not earn exemption but where the 
dedication or endowment i& made direct to the Deity or 
God it would earn exemption. As the purpose of both 
are the same it is not desirable to exempt one kind of 
dedication and exclude the other. As, the Section has 
since been amended vide the Indian Income-tax (Amend¬ 
ment) Act, 1953 by including private religious endow¬ 
ments under the non-exemption clause, no further modi¬ 
fication appears to be necessary at present. 

Question No. 57. 

(i) No. The exemption should not be restricted to cer¬ 
tain categories of co-operative enterprises only. In order 
to encourage and foster co-operative societies it is desir¬ 
able to exempt income and profits of all categories of 
co-operative enterprises. 

(ii) Yes. No differentiation should be made in this 
respect between tenant co-partnership housing societies 
and other types of housing societies. 

(in) Yes, there are divergent decisions on this point. 
Some of these decisions are as follows:-^ 

(a) It was held in Madras Provincial Co-operative 
Bank Limited vs ♦ Commissioner of Income-tax, 
Madras that interest derived by a co-operative 
society under the Co-operative societies Act, 
1912, from Government securities is not profits 
within the meaning of the Government Notifica¬ 
tion dated the 25th August, 1925 which exempts 
the profits of co-operative societies from Income- 
tax. (LT.R., 1933, 158). 

(b) It was held in the Commissioner of Income-tax, 
Bank vs. the Madras Provincial Co-operative 
Bank Limited that interest received by the 
assessee on debentures issued by the Madras 
Co-operative Central Land Mortgage Bank 
which the assessee has purchased in the 
open market represented interest on an invest¬ 
ment and were taxable income. (I.T.R. 1942. 
490). 

(c) It was held in Commissioner of Income-tax, 
Bombay City vs. the B.B. and C, I. Railway Co¬ 
operative Mutual Death Benefit Society for 
Indian staff Limited, Bombay that the notifica¬ 
tion issued by the Central Government under 
section 60 of the Indian Income-tax Act dated 
the 25th August, 1925, applies both to Co-ope¬ 
rative Societies which are doing insurance 
business and the Co-operative Societies which 
are doing insurance business. In the case of 
the former, the Central Government has given 
exemption only in the case of certain kinds 
of income which do not fall under the heads 
set out in the explanation to sub-clause (2) 
of the notification. In the case of the latter, 
exemption has been given to the whole of 
the. income derived by ] them because 
their income is a national income computed 
in the manner laid down in the Schedule to the 
Act and the explanation cannot therefore apply 
to them. (I.T.R., 1949, 509). 

( d ) It was held in Commissioner of Income-tax, 
Burma vs . Bengalee Urban Co-operative Credit 
Society Ltd., that the term ‘profits’ in the No¬ 
tification of the Government of India of 
August 25, 1925 (which exempts the profits 
of Co-operative Societies from incom-tax) 
means the surplus by which the receipts from 
the trade or business exceed the expenditure 
necessary for the purpose of carrying those 
profits. 

The term “profits” in the Notification of the Govern¬ 
ment of India of August 25, 1925 is used in the 
latter sense and prima facie , therefore, neither 
interest from securities nor income derived from 
property are profits within the meaning of 
that term as used in the Notification. 

Investment of capital in securities or property may, 
however, be part of the business of the society 
and the question whether income from such in¬ 
vestments is profits of a business carried on by 
the Society is a question that depends on the 
circumstances of each case; and in considering 
that question the fact that such income ap¬ 
pears as part of the profits in the profit and loss 
account of the society is not conclusive. (I.T.R 
1934, 121). 

In order to secure uniformity in assessment the best 
course will be to substitute the word ‘income’ for the 
word “profits” in the Notification dated 25th August, 
1925 and omit the Explanation thereunder. 
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Question No. 80. 

(i) and (ii) Yes. With a view to encourage Taxation of 
Companies and Shareholders the development of small 
industries the small companies should be assessed at a 
reduced rate of income-tax and supertax. For this pur- 
pose we suggest that companies having a “total income” 
of Ri. 25,000 or below and operating small industries 
and cottage industries should be given a rebate of super¬ 
tax at least by 50 per cent. 

(iii) & ( iv ) We do not like to suggest any concession¬ 
al rate of tax for these two categories of companies. 

Death Duties 

Question No. 101. 

No comment. The Bill has already been passed. 

Question No. 102. 

No. If the self-acquired property is to be distinguished 
from inherited property for purpose either of exemption 
of estate duty or taxations at concessional rate there 
will be no gain accruing to the revenues from this new 
duty. 

PART III—GENERAL 

Question No. 137. 

One of the results of the Five-Year Plan will be to 
increase the standard of life of the people. This may 
come about in two ways. New commodities not. hither¬ 
to in extensive use may enter into general consumption 
and thus open out scope for fresh taxation, or commo¬ 
dities already in general use and subjected to taxation, 
may be consumed by larger number of people thereby 
producing greater revenue. 

Question No. 138. 

A list of luxury articles is given in Annexure VII in 
the Memorandum under Sales Tax. 

The tax can be levied at a higher rate under any 
variant of commodity tax. In Assam General Sales Tax 
(which indirectly i$*a commodity tax) is levied on them 
at higher rate. 

PART IV—LOCAL TAXATION 

Question No. 185. 

Yes, the system of local taxation is generally consi¬ 
dered to be satisfactory. It is in the matter of details 
that improvement may be necessary. The chronic finan¬ 
cial wants of the Local Bodies are mainly due to their 
failure to fully exploit the tax resources at their dis¬ 
posal and also in part to the inadequacy of the machi¬ 
nery applied for the collection of taxes. 

Question No. 186. 

We have no suggestion for inclusion of any new sub¬ 
ject in the State Lifet for exploitation by the Local Bodies 
as an item of local taxation. 

In regard to the “terminal taxes on goods or passen¬ 
gers, carried by railway, sea or air” being included in 
the State List, these may with advantage remain in the 
Union List and the taxes so derived may be transferred 
to the State for the ultimate benefit of the Local Bodies. 

Question No. 187. 

The suitability or otherwise of a particular tax for 
levy by J^ocal Bodies is to be judged by the local charac¬ 
ter of the taxation so that the Local Body has not to 
go out of its territorial jurisdiction to assess and col¬ 
lect the tax, by the stability of its yield in good times 
and bad, and the purpose of the levy, whether to raise 
revenues for the general purposes of the State or to 
pay for amenities supplied to the inhabitants of parti¬ 
cular localities. In Assam all Local Boards are in simi¬ 
lar position as also are all Municipal Bodies and Village 
Panchayats. As such any tax suitable for a particular 
Local Board is suitable for any other Local Boards. So 
also in the ease with Municipalities and Village Pan¬ 
chayats. In relation however to Village Panchayats 
the important criterion is the development and wel¬ 
fare activities expected from the Panchayats. Their 
functions are of more welfare nature than administra¬ 
tive. Hence in their cases taxation sources may also 
be supplemented by sharing of profits from local eco¬ 
nomic enterprises. 

Question No. 188. 

This Government is not aware of any defect. There 
has hitherto been no transference of tax-power from the 
State List to the Local Bodies in respect of such sources 
of taxation as are vital to the State Finance. 

Question No. 189. 

All the items of taxation appropriate for exploitation 
by the Local Bodies are already being exploited by them. 
Therefore, the question of devolution of any more suit¬ 
able taxes does not arise. 


Question No. 190. 

No taxes which are unsuitable for local taxation ai& 
being exploited by the Local Bodies. 

Question No. l&l. 

As stated against the preceding question there has 
been no devolution; but as a matter of general principle 
it may be stated that Government may, in transferring 
tax-power, make reservation for specific approval or im¬ 
pose conditions whenever considered necessary. 

Question No. 192. 

No. Here also all the factors mentioned come up for 
consideration. 

* 

(i) A comparison of the existing legislation regu¬ 

lation and administration so far as different 
kinds of categories of Local Bodies are con¬ 
cerned will indicate that adequate apprecia¬ 
tion has been shown as regards the tax-power 
of the different categories. It will be seen 
that the tax-power of the Panchayats is differ¬ 
ent from that Local Boards and also there is 
difference between the Local Boards. Munici¬ 
palities and Panchayats. 

(ii) So far as Village Panchayats are concerned, 
these are still in formative stage. The degree 
of development among the Local Bodies of the 
same categories is taken into consideration as 
may be gathered from the taxing-power of the 
Town Committees and the taxing-power of the 
Municipal Boards. 

Question No. 193. 

(a) Yes. 

(b) Yes. In so far as the imposition of any conditions 
that a particular standard of collection shall be main¬ 
tained as mentioned in item (iv) this is not generally 
stressed having regard to the independent status of the 
Local Bodies. 

(c) No such instances have occurred, 

Question No. 194. 

The apparent defect arising from devolution in res¬ 
pect of taxes involving concurrent and overlapping 
powers exercisable by the State Government and the 
Local Bodies is that it results in double taxation. 

Question No, 195, 

(a) No lack of co-ordination has come to notice. 

(b) Does not arise 

Question No. 196. 

No. 

Question No. 197. 

A comparative statement (Statement III) showing the 
total income of the different Local Bodies and the 
amount derived from tax revenue, non-tax revenue 
other than grants-in-aid and from grants-in-aid is en- 
closed. 

It may be noticed from the statement that the Local 
Boards largely depend on grants-in-aid and contribu¬ 
tions, and that its tax revenue is comparatively small 
whereas the Municipal Boards derive large proportion 
of the income from tax revenue and comparatively 
small portion in the shape of grants-in-aid. These may 
be due to the fact that of late the Local Boards are 
being increasingly used as agents of the State Govern¬ 
ment for the implementation of Social Service and Wel¬ 
fare projects like education, health, water supply on the 
basis of grants. 

Question No. 198. 

It appears that the Local Bodies generally do not 
make full use of tax resources. But as stated against 
Question 185 laxity is noticeable in administration spe¬ 
cially in the matter of collection of taxes. 

Yes, it is desirable that the Local Bodies should fully 
utilise their tax-powers before receiving further grants- 
in-aid. 

Question No. 199. 

The present system of grants-in-aid may continue for 
the time being. If, however, any tax resources are to 
be transferred to the Local Bodies, then the alternative 
in sub-para, (ii) is preferable. As the Local Bodies have 
no adequate organisation they cannot with advantage 
be invested with any responsibility in the matter of 
assessment, collection, etc. 
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Statement referred to in reply to Question 197 


1946-47 J947-48 


Particulars 

Municipal 
Boards 
and Town 
Commit¬ 
tees 

Local 

Boards 

Municipal 
Boards 
and Town 
Commit¬ 
tees 

local 

Boards 

Total income (ex¬ 
cluding Opening 
Balance extraordi¬ 
nary and debt. 

18.36,434 

50,17,166 

18,58,708 

56,14,360 

Total Tax Revenue 

8,86,931 

20,69,858 

9,50,660 

18,86,429 

Total Non-tax Re¬ 
venue other than 
grants-in-aid. 

5.43,820 

5,58,777 

6,08,492 

11,24,010 

Grants-in-aid 

4,05,683 

23,88,531 

2,99,556 

26,03,857 


Question Nos. 223 and 224. 

No comments or suggestions to offer. 

Question No. 225. 

A regular machinery for the timely and effective col¬ 
lection of taxes seems necessary. The Chairman of the 
Local Bodies are non-officials and have very little time to 
concentrate on this aspect of the problems. 


* 948-49 * 956-51 


Municipal 
Boards 
and Town 
Commit¬ 
tees 

Local 

Boards 

Municipal 
Boards 
and Town 
Commit¬ 
tees 

Local 

Boards 

Municipal 
Boards 
and Town 
Commit¬ 
tees 

Local 

Boards 

22,90,165 

68,57,821 

23,77,700 

37,29,091 

27,52,027 

52,16,493 

>1,79,538 

19,92,615 

13,15,808 

2 >, 75,497 

>5,24,307 

26,36,743 

7,00,074 

10,78,052 

8,36,485 

6 , 57,557 

,9,88,044 

4,87.520 

4,10,617 

37,87,154 

2,25,407 

8,96,037 

2,36,679 

20,92,230 


Question Nos. 226 and 227. 

No comments or suggestions-4o offer. 

Question No. 228. 

Provision should be made for manual labour on volun¬ 
tary basis. In fact the Panchayat Act provides for such 
manual labour. 



Supplementary Notes sent by the Government of Assam 


(i) A Note on Tax Relief as incentive to new Indus¬ 
trial undertakings and contributions to Charities , 

In their reply to Question No. 20 of the Questionnaire 
issued by the Taxation Enquiry Commission the State 
Government observed that, if the mixed economy is to 
function efficiently, there must be sufficient incentive 
provided for private enterprise to play its role in the 
industrial sector reserved for it. In this connection, the 
State Government would like to submit for the considera¬ 
tion of the Commission, the following additional note 
with special reference to the expansion of the private 
sector in backward regions like Assam. 

Industrial development in India in the past has not 
resulted in an optimum regional distribution of indus¬ 
trial activity. The determining factor which has gov¬ 
erned the location of industries is the special advantage 
enjoyed by certain areas in the supply of finance and 
transport facilities. The Port towns and the few up- 
country commercial centres have become over-develop¬ 
ed industrially while vast regions are in a state of in¬ 
dustrial stagnation. It is true that there has been some 
exceptions here and there. The plantation and mining 
industries had to be organised in close proximity of the 
sources of the raw materials. But by and large, the 
pattern of industrial development in the country has 
been set by considerations of finance and transport and 
there is excessive concentrations of industrial activity 
in certain localities which is not conducive to the 
balanced development of the country as a whole. Assam 
is one of the regions where industrial expansion has 
not been commensurate with the amount of local indus¬ 
trial resources. There are important raw materials 
such as jute, bamboos, timber, hides and skin, limestone 
etc., which are exported from Assam to feed the indus¬ 
trial concerns working outside the State. The goods 
manufactured out of these raw materials have to be 
re-imported into the State to meet the local demand. 
Before the partition of the country the arrangement 
worked satisfactorily as the transport system was ade¬ 
quate and could bear the strain of the two-way traffic. 
But the position has changed with the partition of 
the country which disrupted the normal lines of com¬ 
munications and made transport more expensive. The 
old arrangements are no longer adequate as links in 
an integrated economy. It is now generally recogniz¬ 
ed that the cost of transport involved in long haulage 
of raw materials or finished products of centralised 
industries is a national waste and should be avoided. 
The State Government is therefore anxious to put a 
stop to this wastage and to relive the strain on the 
limited transport facilities as well as the limited pur¬ 
chasing capacity of the consumers. They have accord¬ 
ingly re-enunciated their industrial policy and have 
invited private enterprise to organize new indus¬ 
tries with local raw materials so as to make the State 
as nearly self-sufficient as possible in respect of consumer 
goods supplying the daily needs of the people. 

One of the factors impeding. the progress of indus¬ 
trialisation in Assam is the paucity of risk capital. The 
State Government has therefore decided to set up a 
Corporation under the State financial Corporation Act, 
With the establishment of this institution, it is 
hoped that the difficulty experienced by new indus¬ 
trialists in connection with the supply of block capital 
will be removed. But the mere setting up of the Cor¬ 
poration to provide risk capital will not go far in speed¬ 
ing up industrialisation unless some additional incen¬ 
tive can be offered to private enterprisers to come and 
take the risk in venturing into new lines. It is for this 
reason that the State Government, in their reply refer¬ 
red to earlier, suggested that the country’s tax system 
should be adjusted to the requirements of the mixed 
economy. It is in the pioneering stage that an indus¬ 
trialist has to use his special abilities to organise an 
enterprise and to put it on sound lines. Unless the ini¬ 
tial cost of setting up plant and machinery is reasonable 
and the profits earned during this period are sufficient 
to compensate for the extra risks and hard work, there 
is no incentive for him to take up such ventures. 

It is well-known that the price of machinery has gone 
up materially after the War. The high import duty and 
the cost of inland transport have further added to the 
rise. To make the initial outlay reasonable to the 
pioneer industrialist there should be provision for 
exemption from import duty of plant and machinery 
purchased for installation in backward areas and for 
transport of the same by rail at concession rates. 

Section 15 (c) of the Indian Income-tax Act which 
allows exemption from tax of newly established indus¬ 
trial undertakings is a useful provision and with suit¬ 
able amendments may go a long way in providing the 
necessary, incentive to private industrialists. As the 


law now stands, the relief will not be admissible be¬ 
yond the year 1954 . Moreover, the relief is confined to 
undertakings not formed by splitting up or the recons¬ 
truction of business already in existence or by the trans¬ 
fer to a new place of the buildings, machinery or plant 
used for the business which was being carried on, on or 
before the 1st April, 1948 . Considering that the present 
industrial policy of the country as enunciated by the 
Planning Commission, is one of dispersal rather than 
concentration of units geographically, there is no reason 
why the benefits of this section should not be available 
to undertakings formed by shifting from concentrated 
industrial areas to localities industrially backward. In 
the opinion of the State Government, the exemption of 
new industrial undertakings from income-tax under sec¬ 
tion 15 (c) should operate beyond 1954 and there should 
be no bar to new undertakings formed by shifting of 
plant and machinery from an established industrial cen¬ 
tre, being allowed the benefits of this exemption. More¬ 
over, to be effective as adequate incentive, the exemp¬ 
tion that is granted should be cumulative. The allow¬ 
ance of 6 per cent, should not exhaust itself each year. 
There should be a 30 per cent, rebate on the capital em¬ 
ployed from out of the profits during the first five years. 
This will ensure for the new undertaking an average 
tax free profit of 6 per cent, over the 5 years. 

Another direction in which the exemption provision 
of the Income-tax Act requires liberalisation is the recog¬ 
nition of Charities and Funds approved by the State 
Government as charitable purposes under section 15 (b). 
This section provides for exemption in respect of sums 
paid as donations for charitable purposes. Backward 
States like Assam which have to make up considerable 
lee-way in the matter of welfare services before they 
can reach the average standard obtaining in the rest 
of the Union, have to rely on charitable con¬ 
tributions for establishing educational and medical ins¬ 
titutions and for equipping them. It is gratifying to 
note that the well-to-do community in this State is 
eager to help the Government with generous contribu¬ 
tions in support of educational, cultural and medical 
institutions. But they cannot claim exemptions from 
tax for these donations as they are not contributions for 
charities approved by the Government of India. This 
has served as a damper to the prospective donors. The 
State Government feel that the provision is unneces¬ 
sarily restrictive in scope and should be liberalised so 
as to allow exemption in respect of contributions to 
charities approved by the State Governments as well. 
In addition they would suggest that when the donation 
is for patently welfare institutions like the establish¬ 
ment of hospitals or maternity centres etc., directly 
under the control of Government, there should be no 
upper limit placed on contributions eligible for allow¬ 
ance. 

(ii) A note on the question of revision of assessment 
of land revenue every five years in relation to rise and 
fall in the price level . 

The Re-assessment Act as it stands at present does 
not provide for revision of a rate of assessment during 
the currency of a Resettlement period except under cer¬ 
tain special circumstances. If it is therefore intended 
to revise the assessment of a particular area or class 
of estates during the pendency of a resettlement opera¬ 
tion—the term of which is generally for 30 years say 
every five years in consideration of the rise or fall in 
the. prices of agricultural produce, the Act will have 
to be revised and the terms and condition of the leases 
will have to be accordingly modified. The amendment 
of the Act on these lines may not present any great 
difficult problem but there will be other difficulties as 
noted below. 

( 1 ) The rise and fall of the price of agricultural pro¬ 
duce is indicated by the Statistics Department by a 
Parity Price Index published by them. But this Price 
Index which is only the central Price Index cannot be 
accepted to be a sure criterion for determining the rise 
or fall of the price of a particular crop in an interior 
village. So any decision based on this Central Price 
Index may lead to errors. Experience shows that the 
price of the same crop varies from village to village— 
this being mainly due to the transport facilities and the 
local demand. To make the price index applicable to 
a particular village, the price index of that particular 
village or at least of a compact group of similar vil¬ 
lages will have to be maintained which will not be pos¬ 
sible without incurring a heavy expenditure. 

( 2 ) For the purpose of assessment the land is divided 
at the Resettlement into different classes—assessment 
being different for different classes of land, and this 
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classification is based not on the crop actually grown 
but on the suitability of the land for growing a parti¬ 
cular crop. The crop actually grown on a particular 
plot of land may not be the crop which can suitably be 
grown in the land and as such the revision of assess¬ 
ment of a particular plot on the basis of the price of 
the crop grown will not be strictly in accordance with 
the principle of assessment. 

(3) In the Resettlement operation the pattadars are 
given full facilities to file objections against a proposed 
assessment. This is a statutory privilege given by law. 
So when the assessment is revised on the rise or fall of 
prices of crops—assuming that there is adequate ground 
for revising the assessment—the pattadars will have to 
be given the privilege of filing objections. 

It will not be legal or equitable to deny this privi¬ 
lege to them because though the price index may rise 
individual settlement-holders may not be benefited by 
it owing to fall in production due to the deterioration 
of the land or other causes. Such objections are likely 
to be numerous and as each objection will have to be 
enquired into before increasing the assessment this will 
amount almost to a Resettlement Operation and the 
gain achieved thereby will not be commensurate with 
the expenditure. 

(4) If assessment is to be increased when the price 
index rises beyond a certain limit it will not be possible 
to refuse a reduction in the assessment when there is 
a similar fall in the price index. Hence over a long 
period the average assessment would be very nearly the 
same as the normal assessment. The periodical re¬ 
assessments will not be thus result in any net gain 
and the expenditure incurred on them will be a bad 
investment. 

(5) Above all there is a psychological factor to be 
considered. Frequent revision of the assessment of the 
revenue of the land will produce a sense of insecurity 
in the mind of the agriculturists which may lead to 
public discontentment. 

For all this we cannot favour such revision of land 
revenue during the pendency of a Resettlement Opera¬ 
tion. 

Copy of letter dated 30th April 1954 from Secretary 
to the Government of Assam, Finance Deptt. to the 

Joint Secretary, Taxation Enquiry Commission 

Kindly recall the discussion with the members of the 
Taxation Enquiry Commission, on 2nd March 1954 here 
on the subject of sales tax on inter-state trade vis-a-vis 
Article 286 of the Constitution. The Minister, Finance 
promised to send a note on the subject after examining 
the recommendations of the Committee of State Finance 
Secretaries and Officials of the Central Finance Ministry 
appointed by the Finance Ministers' Conference of 1948. 
I am accordingly sending this note for consideration of 
the Commission, 

Item 54 of the State List empowers the State Legis¬ 
lature to legislate imposing taxes on the sale or pur¬ 
chase of goods other than newspapers. Article 286 of 
the Constitution places certain restrictions on this 
power. According to this provision no law of the State 
can impose a tax on the sale or purchase of goods where 
such sale or purchase takes place outside the State, or 
in course of import into or export out of territory of 
India, or in the course of inter-state trade or commerce. 
The same article also provides for the declaration by 
Parliament by law of certain commodities as essential 
for the life of the community on which no State law 
can impose taxes unless the said law has been reserved 
for the consideration of the President and has received 
his assent. 

This article was differently interpreted by different 
authorities resulting in considerable difficulties and em¬ 
barrassment. Recently, the Supreme Court has made 
some pronouncement regarding the correct interpreta¬ 
tion of the Article. According to the Court, the Sub¬ 
clause (a) read with its explanation to Clause (1) of 
Article 286 relates to inter-state trade only and it modi¬ 
fies the provision to Clause (2). In other words the 
explanation authorises taxation of particular types of 
inter-state transactions by the State in whose jurisdic¬ 
tion the goods are actually delivered as a result of such 
sale or purchase for the purpose of consumption in that 
State, On the strength of this judgment most of the 
States have taken steps to tax non-resident dealers. The 
interpretation given by the Supreme Court has not, how¬ 
ever, set at rest the doubts about the constitutional pro¬ 
priety of a State taxing out-of-State dealers and the 
Government of West Bengal have, in particular, chal¬ 
lenged this right. 

The scheme recommended by the Committee of State 
Finance Secretaries and Officials of the Central Finance 
Ministry has three parts. Part I relates to essential 
commodities, part II to industrial raw materials and 
manufactured goods and part III to luxury articles. 
Part I provides for complete exemption from ta* of cer¬ 
tain commodities essential to the life of the commodity. 
Thus no sales duty is to be levied on exports to other 
provinces of grains and pulses, flour, atta, maida, mat¬ 
ches and kerosene. These commodities are included in 


the list of goods exempted under the Sales Tax Law of 
State, In a welfare state it is the primary responsibi¬ 
lity of both the Central and State Governments to pro¬ 
vide cheap food, shelter and clothing and the basic 
essentials for medical treatment and education to the 
people. To ensure this, the primary necessities of life 
should be exempted from taxation and the list should 
accordingly be enlarged to include gur, salt, coarse cloth, 
books, exercise books, slates and slate pencils, basic 
medicines, cement, iron and steel. 

Part II of the scheme relates to inter-state trans¬ 
actions and exports. Clause (2) of Article 286 as inter¬ 
preted by the Government of India in their memoran¬ 
dum prepared for the Finance Ministers’ Conference 
held in 1952, was intended mainly to secure that the 
sale or purchase which is intimately connected with the 
despatch or the movement of articles from one State to 
another should not be liable to be taxed by the States. 
Thus, export sale referred to in paragraph 2 of the 
scheme cannot be taxed unless this inhibition is remov¬ 
ed, Clause (2) of the Article does, however, provide for 
parliamentary legislation under an exception. An Act 
of the Parliament prescribing a ceiling tax and em¬ 
powering the States to levy the tax, will thus be neces¬ 
sary. 

Even after this hurdle is overcome, it will be neces¬ 
sary to invest the States with power to tax out-of-the- 
State sales to make the change effective because the 
system of trade in the country is such that the various 
ingredients of the transaction of sale may not be com¬ 
pleted in the exporting State. Where the different in¬ 
gredients, such as contracts, the delivery of the goods 
etc,, take place in different States the exporting State 
cannot acquire the right to tax the sale unless it is 
empowered to tax the sales completed outside the 
State. Before the introducion of the Constitution, the 
State Government did claim this right under the ex¬ 
planation to section 2(12) of the Assam Sales Tax Act. 
It is estimated that as a result of the introduction of 
the bar under Article 286, this Government has lost 
revenue to the tune of Rs. 25 lakhs on account of 
sales-tax on the exports of jute and tea in respect of 
which there were previous contracts of sale. 

Sub-Clause (b) of Article 286 totally prohibits the im¬ 
position of a tax on sale of goods where such sale takes 
place in the course of export out of India. In order to 
make any change in this regard effective, an amend¬ 
ment of the Constitution will be necessary. So far as 
the States are concerned such a change empowering 
them to impose a tax on goods in the course of export 
will be welcome inasmuch as it will add to their fiscal 
powers. 

The scheme under examination provides for a ceiling 
tax of 3 pies in a rupee in respect of industrial raw 
materials like coal, cement, steel, cotton and cotton 
yarn, hides and skins, oil seeds, rubber and mineral 
oils and jute when exported from one province to 
another and a similar ceiling tax of 3 pies in a rupee on 
textiles, plant and machinery, vegetable oil products and 
sugar when exported from a province. The industrial 
raw materials specified in the list are not to be subjected 
to further taxation in the importing province if sold to 
a registered manufacturer for purposes of his manufac¬ 
ture. As regards the manufactured goods exported out 
of a province, it would be open to the latter to levy a 
further tax on internal consumption if it so likes. 

A tax on raw materials ultimately adds to costs of 
production and should not therefore be higher than 
what the industry can reasonably be expected to bear. 
From this point of view the proposed ceiling of 3 pies 
in the rupee for sales tax on the raw materials men¬ 
tioned in the lists seems reasonable. But the articles 
cement and steel are more appropriately deal with 
under the category of essential articles and this Govern¬ 
ment has accordingly suggested their inclusion in Part I 
of the scheme. There is, therefore, no necessity for fix¬ 
ing a ceiling in respect of the tax on these articles. 

As regards the list of manufactured articles on which 
a ceiling tax of 3 pies is proposed to be allowed it is 
not understood why the list has been made so small. 
If the idea is to limit the tax with a view to sustain 
foreign demand, the ceiling of 3 pies in the rupee is 
most reasonable and can be applied to several other 
manufactured exports including tea. In selecting the 
articles for purposes of a ceiling care should be taken 
to ensure that the new tax power is not distributed un¬ 
evenly between the States. From this point of view the 
State Government suggest that tea should find a place 
among the manufactured exports. Incidentally it may 
be mentioned here that the exports of one State will be 
the imports of another so far as inter-state trade is con¬ 
cerned. The new power given to the exporting State to 
impose a sales-tax subject to a ceiling on its exports to 
other States will indirectly reduce the tax power of the 
importing State on sales within its borders by an equi¬ 
valent amount. From this point of view it is necessary 
to see that the ceiling rate is not fixed above 3 pies in 



the rupee. A tax of 3 pies in the rupee by the export¬ 
ing State will however leave a margin for the levy by 
the importing State of a further tax during sales with¬ 
in its borders without making the burden on the com 
sumers too heavy. Moreover in view of the desirabi¬ 
lity of exempting coarse cloth completely from taxa¬ 
tion, textiles should exclude coarse cloth in this list. 


One aspect of the working Article 286 does not appear 
to come within the scope of the scheme under examina¬ 
tion, Under the cover of exemption enjoyed by Inter- 
State transactions, payment of tax on sales or purchas¬ 
es of certain goods is being evaded to a large extent. 
This has acted as a fiscal handicap to States like Assam. 
We have few consumer goods industries producing for 
the local market and we have to import most of the 
essential goods from outside. The bulk of our supply 
comes from Calcutta. There are large scale consumers 
such as the planters who obtain goods directly from out¬ 
side markets. Moreover, there are big dealers who evade 
the tax by suppressing imports and sales. Part of the 
goods brought in are on self-consignment by non-resi¬ 
dent dealers to local dealers which are subsequently dis¬ 
posed of by the later wholesale or retail Without being 
shown in the accounts. Thus we have to contend 
against various forces operaing to reduce our tax base 
on internal sales. All our attempts to stop it have been 
in vain as we cannot intercept the goods in the course 
of transit. A rational system of sales-tax should aim 


at not only a co-ordinated levy but also enable the 
fiscal authorities to collect the tax without the risk 
of evasion. To this end it is suggested that the Rail¬ 
ways and the Airways should help the importing 
States realise their legitimate revenues from sales tax 
by agreeing not to release goods at points of delivery 
without clearance certificate from State Taxation 
Department. 

The recommendation relating to the levy of a uniform 
rate of one anna in the rupee on luxury goods is un¬ 
exceptionable. Most of these items are included in the 
list of luxury goods-under the Assam Sales Tax Act and 
are taxed at the rate of one anna in the rupee. 

Regarding recommendation No. 5 it may be stated 
that there is no such discrimination here. 

Regarding 6, exemption for agricultural implements, 
I would like to add for the information of the Commis¬ 
sion that these articles are already exempted. This Gov¬ 
ernment would however suggest inclusion of power 
pumps for small irrigation projects for agricultural pur¬ 
poses as a further item. 

In recommendation No, 7, this State is not interested 
as there is no multiple point sales tax. 

I am to add that the scheme with the modifications 
suggested above will have the support of the State 
Government. 
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Memoranda presented by the Finance Dept., Government of Bihar, to the 

Taxation Enquiry Commission 

MEMORANDUM I 

General Note on state Taxation 

Revenue and Capital budget 


An abstract of the Revenue and Capital Budget of the 
State for the years 1936-37 to 1952-53 is provided in 
Statements I and II. The State Budget with details for 
the same period according to the prescribed major heads 
is furnished in Statement III. 

2. The receipt and expenditure as shown in the State¬ 
ment I indicate the significant sources of revenue and 
the significant lines of expenditure. Each item of shared 
revenues has been indicated, namely, Income-tax, 
Receipts from Jute Export Duty (now in the form of a 
grant in lieu of the duty) and Union Excise, The purely 
State taxes have been lumped together on the side of 
receipts. These include all the principal heads of revenue, 
namely, Agricultural Income-tax, Land Revenue, State 
Excise, Stamps, Forest, Registration, Receipts under the 
Motor Vehicles Acts, Sales Tax, Entertainment Tax, 
Electricity Duty, Passenger and Goods Transport Tax 
and the Tax on Sales of Motor Spirits. State undertak¬ 
ings, of which commercial accounts are kept, happen to 
be Irrigation, Electrification and Road Transport; and 
the netreceipts from them, after deducting the working 
expenses but excluding realisation of capital, are shown 
as commercial receipts. Departmental receipts are inci¬ 
dental to civil administration and include receipts on 
account of administration of justice, fees recovered in 
schools and colleges and also rent charged for Civil 
Works, Grants-in-aid from the Union Government on 
account of Grow More Food schemes and otherwise have 
been shown separately. 


3, On the side of expenditure the direct demands on 
revenue represent the cost of administration and the cost 
on collection of revenues. The significant items are, 
however, expenditure on Security Services (which in¬ 
clude General Administration, Administration of Justice, 
Jails and Convict Settlement and Police) and expenditure 
on Social Services (which include major heads 36-Scienti- 
fic Departments to 50-Civil Korks). Other expenditures 
have been shown as Miscellaneous. 


Revenue Trends 

4. It will be seen that total revenue which was around 
Rs. 5 crores in the pre-war years began to show a rise 
from 1940-41. The rise became steep in 1943-44 and has 
been thereafter maintained at an even pace. The sudden 
increase in 1943-44 is traceable to enormous rise in prices 
and the inflation that set in. The total revenue now 
stands at Rs, 29 crores, Even allowing for the inflationary 
factor, the total revenue now in real value is about 
twice what it was in the pre-war years. 

5. Certain items of revenue have become prominent 
only after the war. Grants-in-aid from the Union Govern¬ 
ment began to be received from 1946-47 for the imple¬ 
mentation of the Post-War Schemes and have continued 
to help financing the Five-Year Plan, particularly the 
Grow More Food part of the Plan. The receipt under 
this item was Rs, 52 lakhs in 1946-47 and has risen to 
Rs. 1,74 lakhs in 1952-53, The sharp rise it explained 
by the statutory grant allowed in terms of the Finance 
Commission Award under which a special grant has 
been allowed to this State for Primary Education. Certain 
grants are also being allowed now for the welfare of the 
Scheduled Tribes. 


6, Departmental receipts have also gone up but the 
rise is not significant, if the inflationary factor is taken 
into account. These are really not very prominent sources 
of revenue as much more has to be spent on civil ad¬ 
ministration than is recoverable for services rendered 
to the people. 

7. Commercial receipts, although still small in the 
aggregate, have gone up. Before the war the only receipt, 
of this kind was from Water Rates charged for irriga¬ 
tion from the State canals. Under the Five-Year Plan 
electrification schemes and irrigation are both being 
pushed forward. In respect of irrigation it is to be noted 
that water rate has been raised in the last year when 
it was practically doubled. The water rate’has been, 
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however, low in this State. Receipts from electrification 
generally show a minus because we are still in the first 
years of the electrification schemes. They are, however, 
later on expected to show a small profit. Nationalisation 
of road transport is a new venture undertaken only last 
year. The commercial receipts will, however, always 
remain moderate for the simple reason that undertak¬ 
ings that are nationalised generally happen to be public 
utilities from which ordinarily little profit is expected. 
They are taken up in national interest for a better and 
more co-ordinated service rather than to earn a profit. 
Attempt is, however, made to run them so that they do 
not cause a net loss. 

8. Among the State taxes Statement III would show 
the relative importance of the various major heads in 
the three periods, namely, pre-war, war and the post-war 
years. Agricultural Income-tax was levied for the first 
time in 1939-40 when a modest revenue of Rs, 5*80 lakhs 
was realised. The administrative machinery was perfec¬ 
ted and during the pre-war years the yield had 
trebled. The subsequent increase in money yield 
has been partly due to the inflationary factors. Agri¬ 
cultural Income-tax may be taken to have been stabilis¬ 
ed and would now actually show a fall because big 
zamindars are going and because holdings are being 
reduced on account of talks about ceiling and so on. Land 
Revenue in this State has been practically stationary 
until last year or so. It was in the neighbourhood of 
Rs. 1-3 crores. In the year 1952-53, however, the yield 
was Rs. 2-38 crores. This will progressively go up be¬ 
cause of the gradual acquisition of zamindaris by the 
State, The rise in Land Revenue, however, will have 
little effect on the budget for the first 10 years or so 
because of the need to pay compensation and interest 
and to meet the cost of administration, improvement, 
etc., necessitated by taking over of zamindaris. State 
Excise was about Rs. 1*16 crores in 1936-37 and it 
remained at about this figure until 1943-44 when in the 
inflationary setting it went up to Rs. 2*32 crores. The 
peak year was 1950-51 when the Excise Revenue rose 
to Rs. 5*25 crores. The increase In terms of money has 
to be set off against rise in prices and the real yield 
cannot be said to have gone up. Excise has, however, 
been always a stable item more or less; and now when 
emphasis is being placed on discouragement of drink* 
and drugs, the revenue will actually fall. In 1952*53, for 
instance, the revenue was Rs. 4*59 crores against Rs. 5*25 
crores in 1950-51. Stamps and Registration have also 
gone up but the rise is not very much higher than 
justified by the inflation prevailing. Forest Revenue has, 
however, gone up. It was Rs. 5-56 lakhs in 1936-37 and 
has risen to Rs, 67*16 lakhs in 1952-53, The rise has been 
occasioned partly by the general conditions of inflation 
and partly because larger areas of forests have been 
now taken under State control. Other taxes and duties 
which were non-existent in 1936-37 have, from an humble 
beginning, reached the figure of Rs. 4*80 crores. Most 
important of these is Sales Tax which reached a peak 
figure of Rs. 4*39 crore& in 1950-51. Thereafter a decline 
has set in which has become marked from 1952-53. 
The revenue is likely to stabilise now at rather a low 
figure because of the restrictions imposed under Article 
286 of the Constitution and because Sales Tax is being 
discouraged in respect of essential goods. The only other 
important tax worth mentioning is the Tax on Passengers 
and Goods which this State was the first to introduce. 

9. Improvement in the receipts from shared revenues 
in the recent years is directly traceable to the award of 
the Finance Commission which has been somewhat more 
reasonable for this 1 State than the financial formula that 
had held the field so far. 

Changing Pattern of Expenditure 

10. Expenditure has gradually grown with the size of 
the revenue. A large part of the growth in the recent 
years is on account of the rise in prices which made 
goods and services costlier in terms of money than before. 
Increase in pay has had to be allowed; and cost of 
living allowance, which originated in the war years, has 
been continued because of the persistence of inflation. 
Even so both Social and Security Services have gained 
in quality and quantity, resulting in larger relative ex* 
penditure. 
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11, After the War special efforts have been directed to 
development projects. Schemes of post-war reconstruc¬ 
tion which began to be executed from 1946-47 onward 
have now merged in the Five-Year Plan under which 
large developmental expenditures have been made. 
Expenditure over direct demands on revenue which was 
nearly constant at about Es. 38 lakhs up to 1942-43 began 
rising from 1943-44 onward when prices started shooting 
up. The expenditure now stands at Rs. 2,29 lakhs. The 
increase in the latter years is explained partly by higher 
pay and cost of living allowance that had to be allowed 
and partly by expansion in personnel on account of the 
development projects. In the last two years significant 
additions in the staff have been made on account of 
land reforms resulting in Government setting up a vast 
hierarchy for management of Land Revenue. Additions 
have also been made in course of implementation of the 
Gram Panchayat Scheme. There is little to comment on 
debt services. Expenditure on Security Services which 
was Rs. L92 crores in 1936-37 now stands at Rs. 7-85 
crores. This is also partly traceable to the inflation and 
partly to the expanded personnel in the Security Depart¬ 
ments. The most significant increase has been, however, 
on Social Services. In 1936-37 the expenditure on this 
item was only Rs. 1-75 crores and it represented barely 
37 per cent, of the total expenditure. The expenditure 
rose to Rs. 13-34 crores in 1952-53 representing about 
50 per cent, of the total expenditure. In 1936-37 more 
was spent on Security Services than on Social Services. 
In 1952-53 the expenditure on Social Services was nearly 
double of what was spent on Security Services. These 
figures indicate how effectively a welfare administration 
is being strengthened in the State. 

Capital Budget 

12 , The expenditure side of the Capital Budget com 
sists of (a) grant of loans by the State Government to 
cultivators, local bodies, etc., (t>) repayment of public 
debt and other measures for avoidance of debt, and (c) 
capital outlays on irrigation, navigation, industrial de¬ 
velopment including setting up of industries, road trans¬ 
port, multi purpose river schemes, capital account of 
civil works and on electricity schemes and State sche¬ 
mes for Government trading as well as on payment of 
commuted value of pensions. An abstract has been fur¬ 
nished from 1936-37 to 1952-53 in Statement II and 
details are also to be found in Statement III. 

13, Issue of loans has become a major item. In 1936-37 
the amount was only Rs. 13 lakhs. In 1951-52 it reached 
a peak of Rs. 5,37 lakhs. In 1952-53 also it was high, 
being Rs. 3,06 lakhs. The amount in the current year will 
be even higher. The growth in the size of this item in 
the last two or three years is explained partly by the 
failure of crops causing unemployment in the agricul¬ 
tural sector and by the need for sustaining the cultivators 
in these difficult periods. But a large part of the expan¬ 
sion has followed the gradual drying up of private credit 
in the countryside which has inevitably imposed a 
responsibility on the State Government to finance agri¬ 
cultural operations and to help cultivators with credit 
in times of need. Loans to municipalities have had to be 
advanced mainly under the Water Supply Scheme under 
which piped water supply is being organised in the 
urban areas. 50 per cent, of the cost is met by grant 
from the State Government and 50 per cent, by advance 
of loan to the local bodies. In case of District Boards 
loans have been issued mainly because cess has fallen 
into arrears on account of the gradual worsening of the 
financial condition of zamindars and holders of lands. 
Rent remained relatively fixed even when prices of agri¬ 
cultural produce were rising. The progressive land laws 
have also operated against them. Loans in the last few 
years have also been advanced to displaced persons with 
Government of India’s assistance and loans have been 
given to industrial concerns also as part of the Five-Year 
Flan to finance industrial housing. 

14, Our public has been small. Occasionally advances 
have been taken from the Reserve Bank of India which 
have been rapaid in the same year. There have been 
some years of extra strain when we have had to take 
large ways and means advances. Thus in 1951-52 we 
had to take an advance of over Rupees four crores from 
the Reserve Bank of India which was also paid back 
in that year. The rest of the amount of public debt 
shown as receipt in that year represents net receipt of 
loan from Government of India for the Damodar Valley 
Corporation and other development projects. Public debts 
have become important during the period of the Five- 
Year Plan when loans have been taken from Government 
of India for financing a project of the Central Five-Year 
Plan, namely, the Damodar Valley Corporation and also 
for financing the State Five-Year Plan over which Cent¬ 
ral assistance mainly in the form of loan of about Rs. 15 
crores is contemplated. Borrowing from the public has 
been attempted for the first time in the current year 
when about 3s. 1*31 crores was tapped. 

15, The expenditures in the Capital Budget are main¬ 
ly for creation of capital assets from which revenue will 
flow later, namely, irrigation works, electrification sche¬ 
mes, nationalisation of road transport, and so on. During 


the war years and after rationing and supply had to be 
organised on a large scale and capital expenditure on 
State trading has been considerable. In the pre-war years 
the capital expenditure was small. In 1936-37, for 
example, the expenditure was Rs, 18 lakhs mainly for 
reconstruction of earthquake damages. Thereafter the 
expenditure has been actually the negative, which means 
capital assets were depleted rather than built up. A 
significant change has, however, come about from 1946-47 
when the Post-War Development Schemes were taken 
up for execution which were later merged in the Five- 
Year Plan. The capital outlay reached a peak figure of 
Rs. 12-39 crores in 1951-52. 

16, The Capital Budget receipts have been either ways 
and means advances from the Reserve Bank or grant of 
loan by the Government of India. There have been also 
recoveries of capitals and loans issued to cultivators and 
others. The surplus of the Revenue Budget has been also 
pressed into service to finance the capital Budget pro¬ 
gramme. The drawal from reserves has been particularly 
heavy, as would appear from the figures of 1951-52 and 
1952-53 when, partly to intensify the Five-Year Plan 
and partly to meet the needs of organising relief on a 
large scale following a widespread failure of crops, 
Rs. 6 crores each year was drawn. 

Development and Non-Development Expenditure 

17, In the Statement IV the break up of the total 
expenditure has been shown under the heads— 

(a) Development Expenditure included in the Five- 
Year Plan ; 

(b) Development Expenditure outside the Five-Year 
Plan ; and 

(c) Non-development Expenditure ; 

and the figures have been given from 1946-47 because it 
was in that year that Post-War Schemes of reconstruc¬ 
tion and development were taken up for execution. Most 
of these schemes later got included in the Five-Year 
Plan which is taken officially to start from 1951-52, 
Earlier figures are of no interest because there was little 
development expenditure before 1946-47. 

18, In Bihar all the expenditure on Capital Outlay 
outside the Revenue Account is for creating assets and 
thus developmental in nature. Within the Revenue 
Account the following items have been treated to be 
non-developmental in nature, namely, direct demands on 
revenue, i.e., expenditure on administration and collec¬ 
tion of revenue; interest on works for which capital 
accounts are kept; General Administration; Ad¬ 
ministration of Justice; Jails and Convict Settle¬ 
ments; Police; bulk of Civil Works; Famine Relief; Pen¬ 
sion; Stationery and Printing; bulk of miscellaneous 
expenditure; payment of compensation for abolition of 
zamindaris and so forth. The rest are classed as develop- v 
mental expenditure. It will be seen that up to 1948-49 
non-developmental expenditure was generally in excess 
of the development expenditure but from 1949-50 the 
developemntal expenditure is far ahead of non-develop¬ 
mental expenditure. In the five years beginning 1949-50 
the developmental expenditure comes to Rs. 117*58 crores 
while the non-developmental expenditure comes to 
Rs. 72-27 crores. This is a significant index of how a 
welfare State has been developed. Among the develop¬ 
mental expenditure the division between expenditure 
within the Five-Year Plan and expenditure outside the 
Five-Year Plan is just arbitrary. Outside the Five-Year 
Plan the expenditure is as heavy as within the plan 
itself. The Planning Commission, somewhat arbitrarily, 
selected only certain schemes to be classed within the 
Five-Year Plan. A large number of other developmental 
schemes, although they were continuing and were of 
great social and political importance were thus left out 
of the Five-Year Plan where they should rightly have 
been. Thus expenditure incurred on Community Projects, 
on Central Education schemes, on the schemes of na¬ 
tionalisation of road transport, on Patna Improvement 
Trust, on augmented grants to the two Universities and 
so many others got excluded from the Five-Year Plan. 

Relative Significance of Different Items of Revenue 

19, The changes in the relative significance of the 
different constituents of revenue would be indicated from 
figures of the representative years 1939-40, 1945-46 and 
1952-53. The Statement ,V gives the absolute figures and 
the percentages that the different items of revenue form 
of the total. 

Improvement of Revenue 

20 , The State Government have been making constant 
efforts to increase tax revenue by introducing new taxes 
and by increasing the rates of taxes and duties. A brief 
summary of these efforts is given below : — 

(i> Bihar Electricity Duty Act of 1948.—-The Duty has 
been increased from 6 pies per unit to 9 pies per unit 
from the 1st April, 1953. The additional yield estimated 
as a result of this measure is Rs, 10 lakhs. 
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(it) T ax on passengers fares and freights.—This was 
introduced for the first time in the year 1950-51. Although 
no change has been made in the rate of tax, as a result 
of better coverage and improvement in administration, 
the tax is expected to yield an additional amount of 
Rs. 6 lakhs a year from 1952. 

(iii) Irrigation water rates. —100% increase in the 
existing rates of irrigation from canals and tube-wells has 
been introduced from 1952-53. It is expected to yield 
an additional revenue of Rs. 50 lakhs. 

( iv ) Court fees .—An increase of 12J% in the rates of 
surcharge has been introduced from the 1st April, 1953, 
Additional yield expected is Rs. 6*5 lakhs. 

C v ) Sales Tax ,—The list of exempted articles has been 
revised and more items have been included in the luxury 
goods, subject to a levy at the rate of 9 pies in a rupee. 
Extra revenue estimated is Rs, 8 lakhs, 

(ui) Tax on motor spirit .—The rate has been increased 
from 5 annas per gallon to 6 annas per gallon with effect 
from the 1st April, 1953, Additional revenue estimated 
is Rs. 7 lakhs. 

(mi) Tolls on bridges .—This has been introduced on 
certain important bridges yielding an additional revenue 
of Rs. 4 lakhs. 

(mii) Cess on molasses .—A cess of 8 annas per maund 
on molasses exported from sugar factories, other than for 
distilleries and power alcohol production, is being levied 
from 1952-53, It is expected to yeld a revenue of Rs, 2 
lakhs. 

(te) State Excise ,—Tax on toddy and palm trees and 
opinion was enhanced from the 1st April* 1952, It is 
estimated to yield an extra revenue of Rs. 8 lakhs. 

All the measures noted above are estimated to yield 
an additional total revenue of Rs. 101 lakhs per annum. 

21. In addition, the State Government have accepted 
the principle of a betterment levy but it has still not 
been possible to enact legislation to that effect. Another 
measure which has been approved and is pending 
passage through the State Legislature is a Bill providing 
for a tax on trades, professions and callings. The State 
Government is also in favour of the Estate Duty and 
Terminal Taxes being imposed. Enactment of necessary 
measures in Parliament is awaited. 


22 . The State Government are of the view that it is 
not possible to have any change in the land revenue 
assessment at present, but with the abolition of the 
intermediaries, land revenue collections will go up. The 
additional revenue will, however, be wholly absorbed 
in the increased expenditure on collection on improved 
administrative measures as also on payment of compen¬ 
sation to the zamindars. No additional finance for the 
development plan is expected from this source. 

23. The Planning Commission had, in the case of Bihar, 
estimated a total additional revenue from taxation for 
the Five-Year period 1951—56 Rs. 3*6 crores, or 
approximately Rs. 61*12 lakhs a year. As against this, 
the State Government have already effected improvement 
in revenue to the extent of Rs. 1,01 lakhs a year, and 
when the other measures like the Estate Duty and 
Terminal Taxes are imposed, further improvement may 
be expected. 

24. There is no possibility, as mentioned earlier, of 
further increase of taxation in Bihar. The Finance Com¬ 
mission also observed that the rates of taxes are among 
the highest in Bihar. Unfortunately, revenue under 
certain heads has shown a fall due to factors beyond 
the control of the State Government, particularly under— 

(a) Agricultural Income-tax due to the abolition of 
zamindari; 

(b) Sales Tax due to the full impact of Article 286 of 
the Constitution ; and 

(c) State Excise due to general recession in trade 
and employment. 

25. The State Government have taken special steps 
to tighten up the administration particularly under Sales 
Tax, Agricultural Income-tax and State Excise, and as 
a result of these measures it has been possible to reduce 
the loss of revenue which might otherwise have been 
larger. The State Government have this point constantly 
in view and measures are being revised from time to 
time to prevent tax evasion. 

Financial Recommendations of the Planning Commis¬ 
sion. 

26. As far as Bihar is concerned, the State Govern¬ 
ment has given effect to all the recommendations of the 
Planning Commission. The increased resources to be 


obtained by new sources of taxation have been dealt 
with above. Four other items may be dealt with here— 

(i) Raising of loans from the market; 

(ii) Additional revenue from commercial ventures 
like Forest, Electricity and Minerals ; 

(Hi) Economies in non-development expenditure; and 

(iu) Withdrawal from reserves. 

27. Raising of loans from the market. —Although the 
Planning Commission have not visualised any additional 
resources to the Bihar Government for financing the 
Plan by raising loans from the public, the State Govern¬ 
ment have been successful in floating a loan of Rs. 1 
crore in 1953-54. The actual receipts which the State 
Government have decided to retain have exceeded 
Rs. 1*31 crores. It is possible, if the market conditions 
continue to be favourable, additional resources may be 
raised by this method in subsequent years of the Flan 
also. 

28. Additional revenue from other commercial ventures 
like forest , electricity and minerals. —The State Govern¬ 
ment hope to augment their resources as a result of the 
implementation of the following commercial undertak¬ 
ings though the impact of these may not be felt within 
the period of the Five-Year Plan : — 

(a) Nationalised Transport Services ; 

(b) Electrification Schemes ; 

(c) Superphosphate Factory ; and 

( d ) Management of private forests. 

V 

Economics in non-development expenditure, 

29. Planning Commission envisaged a saving of Rs, 2 
crores in non-development expenditure within the Five- 
Year period. The question of economies in non-develop¬ 
ment expenditure has engaged the most urgent attention 
of the State Government since 1951. A Special Economy 
Committee was appointed by Government to advise on 
measures of economy that could be undertaken in the 
no . n ‘' < Jf ve ^°P men t spheres. Several recommendations of 
this Committee have already been translated into action 
and substantial savings have been effected which are 
estimated to amount to approximately Rs. 1 crore per 
annum. The major reductions have been effected under 
contingency expenditure of the various Departments of 
Government as also under allowances including travel¬ 
ling allowance. Certain Departments of Government have 
been amalgamated, for example, the Medical and Public 
Health Department into a Department of Health Services 
and the Judicial and Legislative Departments into a 
Law Department. Several posts have been retrenched, 
e.g,, one battalion of the Armed Police has been disband¬ 
ed. Schemes other than those in the Five-Year Plan, 
if they are unproductive, have been slowed down or 
postponed. But in the case of Bihar it has always to be 
borne in mind that there is not much scope or reduc¬ 
tion in the administrative staff generally as this State 
is already very poorly served in respect of rural adminis¬ 
trative staff, the absence of which has been commented 
upon by the Planning Commission itself as one of the 
handicaps in implementing schemes of Land Reforms or 
Extension Services as speedily as in the more advanced 
States in India. The necessity, accordingly, of constantly 
strengthening the administrative staff and other adminis¬ 
trative measures has to be kept in mind. This prevents 
any appreciable economies to be clearly reflected in the 
budgetary figures. In addition, during the last three 
years, a very heavy strain has been caused on the State 
Government by expenses in connection with the Famine 
Relief and Flood Relief measures and for relieving food 
scarcity. Heavy additional expenses had to be incurred 
during the elections in 1951-52 and 1952-53. Another 
item of expense amounting to approximately Rs. 1*5 
crores in addition'to the expenses that were being in¬ 
curred prior to 1950-51 is on account of management of 
Estates taken over under the Land Reforms Act. This 
expenditure, however, is counterbalanced by additional 
receipts from the land revenue. 

Withdrawal from the Reserves 

30. The Planning Commission had envisaged a with¬ 
drawal of Rs. 10 crores from the Post-War Reconstruction 
Fund during the course of five years. But as against that 
the State Government had to withdraw a sum of Rs 12 
crores in the first two years of the Plan, and another 
Rs. 2*5 crores is planned in the Budget for 1953-54 Very 
heavy withdrawal in the first two years became neces- 
sary'because of the large capital outlay in State trading 
for the purchase of foodgrains to relieve the exceptional 
famine conditions that prevailed in the State in 1951-52 
and also for the’ disbursement of large sums to agricul¬ 
turists as loans. A sum of nearly Rs. 6 crores was 
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disbursed to the cultivators in years 1951-52 and 1952-53 
alone. This meant a very heavy strain on the State 
finances, and, for meeting the expenditure under the 
Five-Year Plan, the reserves had to be heavily drawn 
upon. Because of the recent improvement in the agri¬ 
cultural production in the State, however, it has been 
possible to make larger recoveries of loans from the 
cultivators and also to reduce the stock of foodgrains 
held by the State Government which has, in turn, meant 
larger recoveries under State trading. If recoveries from 
the agriculturists of the amounts advanced to them 
continue to be satisfactory in the next two years—this 
is primarily dependent on the agricultural condition and 
on the absence of major natural calamities like floods 
and famine—it may be possible to keep down the with¬ 
drawal from the reserves to Rs. 12 crores during the 
period of the Plan as against Rs. 10 crores envisaged by 
the Planning Commission. 


Fiscal Legislation 

31. Until 1949 fiscal changes were introduced through 
separate Acts concerned with different items of taxes. 
Recently, during the last 3 or 4 years, the practice is to 
have an annual Finance Act embodying all suggestions 
of introduction of new taxes or changes in the rates of 
taxes and duties. Only in rare cases of Legislative and 
Constitutional difficulties are separate Acts being resorted 
to. Thus in respect of Sales Tax, which is now subject 
to many Constitutional restrictions, it has been found 
expedient to have a separate Act for making modifica¬ 
tions in the rates. There is little of ligislative difficulty 
and defect to need correction. 


Tax administration 

32. The administration of the main taxes is entrusted 
to certain Heads of Departments. The details of the ad¬ 
ministrative set up in respect of each tax have been 
furnished in Memorandum IV dealing with individual 
taxes. That memorandum also throws light on the cost 
and efficiency of the administration and the extent and 
manner of tax evasion and tax avoidance and the 
measures adopted to deal with them. It is not necessary 
to cover the same grounds here at length. It may be, 
however, broadly mentioned that the oldest tax, namely, 
Land Revenue, has been administered most simply and 
at the least cost. Land Revenue for the majority of the 
Tauzis was fixed in perpetuity and there is no dispute 
about what is the assessment and there is no need for 
appeals, etc. The Collector of the District is the Head 
of the revenue administration and at the Secretariat 
there is now a Land Reforms Commissioner who also 
functions as Secretary to Government. Now that the 
raiyat is coming directly into contact with the State the 
rural areas have to be covered by a net work of revenue 
offices. The lowest unit of revenue administration is the 
village which is grouped with others into a Halka under 
a Karmachari, Several Halkas together constitute a circle 
for which there is a gazetted Circle Officer and a non- 
gazetted Circle Inspector. These several circles are under 
a sub-division for which there is a Revenue Sub-divi¬ 
sional Officer. At the district there is an Additional 
Collector to help the Collector in the revenue administra¬ 
tion. The set up is gradually evolving and it is being 
oriented to integrate under it both revenue and develop¬ 
ment work in the rural areas. 


33. For the State Excise there there is an Excise Com¬ 
missioner who is also the Inspector-General of Registra¬ 
tion and Registrar, Joint Stock Companies. The set up 
of excise administration is elaborated in Memorandum 

IV. 

34. The recent-most taxes and duties are gradually 
being concentrated under one agency, namely, the Com¬ 
mercial Taxes Department, which at present administers 
the following taxation statutes : — 

(i) Bihar Motor Spirit (Taxation on Sales) Act, 1939; 

(ii) Bihar Sales Tax Act, 1947 ; 


motor vehicles taxes are administered by the district 
police as part of their normal duties; and so on. 


Five-Year Plan 

36. It has been noted that with the close of the war, 
during which development work was naturally at a 
standstill, the State Government embarked upon execu¬ 
tion 'of several schemes of post-war reconstruction and 
Development. The final list of such schemes as last 
revised in 1949 came to 203 and their total value was 
Rs, 71*09 crores. There were, of course, annual targets 
of expenditure and attempt was made to speed up 
schemes to take advantage of the grants which Govern¬ 
ment of India used to announce from time to time. 
Execution of such schemes was taken up from 1946-47 
and up to 1950-51 the total expenditure on these schemes 
was only Rs. 21*44 crores. That was because it took 
time to find the buildings, plants and equipments and 
the technical and administrative personnel for their 
execution. The expenditure in the different years on the 
post-war development schemes and Government of 
India’s assistance in respect of them was as in the 
following table : — 



1946-49 

Rs. 

(Lakhs) 

1949-50 

Rs. 

(Lakhs) 

1950-51 

Rs. 

(Lakhs) 

Expenditure on Revenue Ac¬ 
count. 

4,8a 

7.63 

8,18 

Capital expenditure outside 
Revenue Account. 

- 

•• 

81 

Total expenditure 

4,8a 

7. 6 3 

8,99 

Central assistance 

L 9 ° 

L 49 

L9 1 



According to the original arrangement, Bihar was to 
get Rs, 31 crores during the 5 years 1946—51, This was 
on the basis of 50% Central assistance towards most of 
the schemes. In 1949-50, Central assistance was arbi¬ 
trarily limited to Rs. 2 crores and it was completely 
stopped from 1950-51. During 1946—*51 Bihar got Rs. 5*30 
crores from the Centre against Rs, 21'44 crores actually 
spent on the schemes. 


37. A large number of these schemes with some modi¬ 
fications were incorporated in the Five-Year Plan which 
was thus not written on a clean slate. The selection of 
the schemes for inclusion in the Five-Year Plan depended 
upon the resources available within the State, the 
possibility of Central assistance and the needs and 
priorities that had to be considered. For the first five- 
year period the Planning Commission thought that Agri¬ 
culture, Irrigation and Power must have the highest 
priority and the largest allocation. It was realised that 
without substantial increase in production of food and 
raw materials it would not be possible to sustain a 
high tempo of development* in other sectors, 


Financing the Plan 

38. Statement VI would show what has been planned 
in the total, what is the target in the different years, 
what has been spent in the different years and what 
the total expenditure would be up to the end of the 
current financial year. 


(iii) Bihar Agricultural Income-tax Act; 

(ii?) The Bihar Entertainment Tax Act, 1948 ; 

(o) The Bihar Electricity Duty Act, 1948 ; and 

(vi) Part III of the Bihar Finance Act, 1950 (Tax on 
passengers and goods carried by public service 
motor vehicles). 

The set up and the administrative efficiency and cost 
are detailed at length in Memorandum IV. 

35. The other taxes and duties are administered by 
Departments incidental to their other activities. Thus 
irrigation rates are recovered by the Irrigation Depart¬ 
ment which constructs and maintains irrigation works; 


39. It would be seen that we have planned a total 
Kpenditure of Rs. 57*29 crores on 190 schemes. Of this 
nount, Central assistance is to be Rs. 15.10 crores and 
s, 42T9 crores has to be found from the State resources, 
he targets of expenditure in the first 2 years mz., 
151-52 and 1952-53, are specifically shown in the Plan 
or the remaining 3 years, the Plan only shows the total 
Kpenditure to be made. We have broken this up by 
reading the total nearly evenly over each of the re¬ 
taining 3 years. As planned, our expenditure at the 
tid of the current year should have been Rs. 37-29 crores. 
he actual will, however, be Rs. 41.13 crores. We have 
ius more than kept with the schedule. So far as money 
vpenditure alone is concerned, it would be seen that we 
ave now to find only Rs. 16*16 crores to spend on the 
lan during the next 2 years. 



40* Mere completion of the target of the expenditure 
will, however, not amount to completion of the physical 
targets which are of real importance. How far money 
expenditure has kept pace with the physical targets 
woiild appear from the brief note on the progress of the 
Five-Year Plan (Appendix A). We have to strain to 
achieve these physical targets. In doing so the total 
expenditure on the Plan will be even considerably larger. 
During the execution of the Plan it was discovered that 
in certain cases targets were somewhat unrealistically 
high in view of trained personnel and equipments avail¬ 
able. In certain other cases the target fell behind what 
was found to be feasible. In particular, it became difficult 
to execute all the schemes under Agriculture which were 
originally being heavily subsidised. Subsidy was, how¬ 
ever, later reduced from 50 to 25 per cent, and the 
projects were kept confined to intensive development 
blocks. For these reasons the target of expenditure has 
been found to be unduly high and there is a possibility 
of saving on that account. In Irrigation also _ all the 
projected tube-wells have not been found feasible. On 
the other hand in power the target has been found to 
be unduly low. A re-assessment of the targets has shown 
that some of the existing targets will have to be reduced 
by a total of Rs. 5,81 lakhs while other targets will 
have to be raised by Rs. 7*12 lakhs and the total financial 
target will be maintained at Rs. 57 crores. This, however, 
does not amount to keeping up the physical targets for 
which new schemes worth Rs. 10-26 crores is the mini¬ 
mum that has to be taken up. Thus we would have to 
spend Rs. 10 crores extra over the planned figure of 
Rs. 57*29 crores. How to meet this total expenditure of 
Rs. 68 crores is an anxious question before the State. 

41. Our revenue reserves will have been exhausted 
completely by the end of this year. We would now depend 
mainly on Central assistance in grants and loans. The 
original estimate of Central assistance is Rs. 15*10 crores. 
We had urged this moderate assistance to be given to 
us only in the form of grants. In fact we have received 
in grants so far only Rs, 1*86 crores and the bulk of the 
assistance received amounting to Rs. 6*79 crores has been 
in the shape of loan. The total assistance received from 
the Centre up to the first 3 years of the Plan would be 
Rs. 8-65 crores. We could count with certainty on the 
remaining assistance of Rs. 6-45 crores to make up 
Rs, 15*10 crores assured to us. 

42. The Planning Commission expected us to draw a 
net amount of Rs. *20 crores per annum by recovery on 
capital account, e.p*, recoveries from loans, etc., advanced 
by the State Government. While recovery has been better 
than anticipated by the Planning Commission in the first 
two years of the Plan, the net recovery in the current 
year will be actually a minus figure of Rs. *70 crores. In 
other words, during the current year we would have 
issued more loans than we expect to recover. In the 
next 2 years we have kept recovery at Rs, *50 crores 
per annum as against Rs. *20 crores anticipated by the 
Planning Commission. The higher figure is based on the 
large loans outstanding. The net recovery is, however, 
not expected to be larger than this because the loans are 
long term ones and because it would also not be possible 
to force repayments in the following two years when the 
real after-effects of the floods on the economy of the 
people will be felt. 

43. Our annual revenue surplus is now bigger than 
what was estimated by the Planning Commission. On 
review of our resources they thought that we could 
realise a revenue surplus of Rs. 4*80 crores per annum 
at the level of revenue and expenditure as it existed 
at the commencement of the Plan and if no attempt was 
made to effect economy in expenditure or to secure addi¬ 
tional receipts from taxation. They urged measures of 
economy to effect an annual saving of at least Rs, *40 
crores and they expected the State Government to im¬ 
prove its tax receipts by Rs. *72 crores by introducing 
new taxes, enhancing the rates of existing taxes and by 
stricter tax administration. The receipt from the Budget 
was thus computed by the Planning Commission at 
Ks. 4*80-1-0*40-bO*72=Rs. 5*92 crores per annum. The 
actual for 1951-52 was, however, Rs. 7*66 crores and for 
1952-53 Rs. 7*64 crores, which are fairly in excess of what 
was anticipated. This increase in revenue surplus has 
been mainly due to the effect of the award of the Finance 
Commission which has made a net transfer of resources 
to Bihar. It is also partly due to the imposition of new 
taxes and duties and to enhancement of rates thereof, 

also on account of introduction of measures of eco¬ 
nomy. The latter two will bear their full fruit perhaps 
by the end of the current year when the value of 
economy introduced will come to Rs. 1 crore and of 
additional tax yield to Rs, 1*01 crore. The surplus would 
have been greater but for the unprecedented rise in 
expenditure on account of failure of crops and condi¬ 
tions of scarcity that developed in the State in the last 
2 or 3 years. 

44. The surplus in 1953-54, however, will drop to 
Rs. 2*90 crores as against Rs, 5*92 crores anticipated by 
the Planning Commission and against the actual of 
Rs. 7*64 crores achieved in the preceding year. The reason 

for this is very heavy supplementary expenditure which 


we are required to make on account of the floods that 
have devastated large areas of this State. 

45. We have presumed the next 2 years to be relatively 
normal. The revenue surplus in the next 2 years, how¬ 
ever, has been kept lower, i.e., at the rate of Rs. 6 crores 
per annum. The reason is that while there will be im¬ 
provement in the surplus on account of the three factors 
mentioned in the preceding paragraph, there will be a 
heavy decline in the Sales Tax revenue because the full 
effect of the constitutional restrictions will have been 
realised by the end of the current year. The resources 
on this account, therefore, in the next 2 years, have 
been kept at Rs. 12 crores against Rs. 11*84 crores ex¬ 
pected by the Planning Commission. 

46 . The revenue surplus cannot be increased any 
further by increasing the yield of tax resources open to 
the State. These have been exploited to the utmost. The 
Planning Commission in their review of the resources 
of this State made in May, 1951, observed that ‘The 
scope for additional taxation in Bihar appears to be 
somewhat smaller than in several other States.” Efforts 
of the State Government to improve ihe yield from the 
existing resources will be clear from the observations 
made by the Finance Commission in paragraph 42, at 
page 59, of their report where it has been pointed out 
that, while in the period 1937-38 to 1946-47 the ratio of 
the highest per capita revenue (Bombay) to the lowest 
(Bihar) was over 4 times, in 1951-52 it was less than 
2£ times. We are now up against solid limiting factor, 
namely the low per capita inconie of the people, which 
leaves very little above subsistence level that could be 
drawn upon by the State. 

47. We had no plan to take any loan from the public 
but we were obliged to do so and in 1953-54 we raised 
a loan of Rs. 1*3 crores from the market. No public 
borrowing, however, is contemplated in the next 2 years 
of the Plan. 

48. In the next 2 years of the Plan, if the physical 
targets are to be reached, we will have to spend about 
Rs. 27 crores. The resources expected to be available, 
however, come to only Rs. 19*45 crores and there is 
deficit of about Rs. 8 crores to be made up. This is our 
present apprisal. We would not like to sacrifice the 
physical "targets and the gap in resources must be 
narrowed. By pursuing economies further and by vigo¬ 
rous realisation of the loans advanced to agriculturists 
even though they are hardhit, it may be possible to 
narrow the gap somewhat. But in spite of the best effort 
of Government in this direction there will be still a large 
gap. That can be covered only by Central assistance. 

State taxation and Local Finance 

49 . Under the Constitution no specific sources of re¬ 
venue are provided for the local bodies as such. Their 
right to levy taxes and duties are derived from laws 
enacted by the State Governments and some of the 
sources of revenue in the State list are thrown open for 
utilisation by the local bodies. The soundness of the 
local finance is, therefore, dependent upon what resources 
the State Government can make available to the local 
bodies as grants and loans and what sources of revenue 
they propose to share with the local bodies or assign to 
them. 

50. The adequency or oherwise of the financial 
sources must be related to the functions the local bodies 
are required or expected to perform. Three types of local 
bodies may be distinguished. There is the small compact 
local body for the rural areas in the form of Gram 
Panchayat. This is being just developed. The annual 
target of Gram Panchayats to be set up is 1,300. It is 
proposed ultimately to have about 15,000 Gram Pancha¬ 
yats. 4,000 have been already formed. The Panchayats 
are expected to tackle purely local problems. The most 
important 'is the settlement of village disputes. This 
service is not likely to involve large cost. Then there is 
the work of local improvement of village paths and 
the problem of local sanitation. It may have to take up 
the duty of rural police and it is intended to keep a 
check on crimes through its village volunteer force. It 
may become an agency for collecting revenue and earn 
a commission on land revenue collected. It has been 
empowered to levy a labour tax. If these sources are 
utilised, it is expected that Gram Panchayats will be 
financially self-supporting and will not raise any problem 
for the State Government. At present however, Govern¬ 
ment are bearing the entire cost of the Gram Sevak 
who is the paid permanent village official. The cost on 
Gram Panchayats is at present about Rs. 40 lacs and it 
is likely to go up a great deal. The financial relation 
between the Gram Panchayats and the State Government 
is thus likely to be tenuous if the Gram Panchayats work 
on the right lines and take advantage of sources of 
finances open to them. The grant for maintenance of 
the Gram Sevaks should become progressively unneces¬ 
sary as these sources are tackled. There is, therefore, 
no question at present of sharing of revenue with the 
Gram Panchayat or assignment of revenue to them nor 
is there any question of giving loans. A large grant is 
being given and will perhaps continue to be given for 
some time but the emphasis is on Gram Panchayats 
ceasing to be dependent on Government in the matter of 
funds. 



51. The next group of local bodies are the urban ones, 
namely, the Patna Corporation, the municipalities and 
the Notified Area Committees. There are at present 54 
municipalities and a number of Notified Area Com¬ 
mittees. This second category of local bodies presents 
a difficult problem. The standard of services provided 
in the urban areas is low and has tended to deteriorate 
even from what it was in the pre-war days. The 
municipalities derive their revenues mainly from the 
Property Taxes, the rates of which in Bihar are higher 
than perhaps in urban areas elsewhere in India or 
abroad. For example, rates in Patna are 35 per cent, of 
the annual value of the holdings and in other municipali¬ 
ties in Bihar they are 32J per cent. In view of the low 
value of holdings, however, the yield is small. Govern¬ 
ment are, therefore, under constant anxiety to help these 
municipalities. The financial assistance by Government 
has been detailed in the Memorandum II dealing with 
the local bodies. Efforts are being made by Government 
to increase the revenues of these urban bodies by 
exploiting new sources. This has been already done in 
the case of the Patna Corporation where several new 
sources of revenue have been mad available to them. 
The Municipal Act has been also amended to empower 
municipalities to levy taxes on professions, callings, 
trades and employments. This has been occassioned 
mainly because it has been considered necessary in the 
interest of public health to provide piped water supply 
to the municipalities and fund had to be found for 
financing the water supply schemes. Government have 
paid 50 per cent, of the capital cost of water supply as 
grant and are also advancing the other 50 per cent, as 
loan. But the loan has to be serviced and the water- 
supply schemes maintained. Municipalities have had to 
be strengthened to take up these responsibilities. For 
the municipalities having an influx of large floating 
population the State Government consider levy of termi¬ 
nal taxes a necessity. Unfortunately the terminal taxes 
will be levied by a Central enactment. This introduces 
great financial regidity. The benefit will be purely for 
local areas and yet the terminal tax is a Union subject. 
There is perhaps need for amending the Constitution 
to make it easier for State Governments to help local 
bodies by giving them the advantage of the terminal 
tax. 


52. There is no conflict in the financial relation bet¬ 
ween the urban local bodies and the State Government. 
The State Government is faced with the same financial 
stringency as the local bodies and yet the two must 
evolve some suitable arrangement for mutual benefit. 
The Local Finance Enquiry Committee has recommended 
certain assignments of revenue. These are under consi¬ 
deration of the State Government. Only few of them 
are really suitable for such assignments, such as the 
Entertainment Duty. Whether some of the other taxes 
can be also shared is under consideration. The share 
of taxes, however, will not be of any great advantage 
because any surrender of revenues will weaken the 
power of the State Government to help the local bodies 
with grants. At present the grants to the local bodies 
are quite substantial. The State Government are generally 
of the view that help to the urban bodies should be 
mainly through grant although they must be encouraged 
to take advantage of the tax on professions, trades and 
callings and also of terminal taxes. Bihar Government 
have also favoured levying of tolls and octrois for urban 
areas. Although these are financially somewhat unsatis¬ 
factory measures but in the financial poverty of the 
local bodies it is impossible to ignore them completely. 

53. Another measure which is under consideration is 
to enable urban areas to finance works of permanent 
benefit by a betterment levy. This has been already 
provided under the Town Improvement Act. In the 
smaller urban areas where an Improvement Trust can¬ 
not be set up municipalities themselves may impose 
betterment levy, 

54. The third category of local bodies, namely the 
District Boards are among the oldest of local institutions. 
Their main functions are to provide facilities of medical 
and public health including water-supply in the rural 
areas and to run primary and middle schools and look 
after roads. They also provide veterinary services in the 
rural areas. The mainstay of the District Board finances 
is the land cess. The District Board is not concerned 
with its assessment and collection which are the responsi¬ 
bility of the Collector who is the head of the revenue 
administration in the district. The net revenue collected 
is, however, entirely handed over to the District Boards. 
This arrangement is satisfactory and perhaps the District 
Board cannot be expected to manage it by itself. The 
basis of the cess is the land rent paid by the raiyat and 
agricultural incomes derived by Zamindars from their 
khas lands. The rent is practically fixed for long periods, 
and if anything, there has been a general lowering of 
rent as a result of rent reduction operations following the 
catastrophic fall in prices in the thirties. The cess is 
calculated at the rate of so many annas on each rupee 
of rent paid and the basis has nearly shrunk. The cess 
revenue would have been, therefore, greatly reduced 


and it was necessary to raise the rate of cess to keep 
up the yield. The State Government have, therefore, 
amended the Cess Act, increasing’ the minimum and 
maximum rates to be levied by the District Boards. 
The District Boards have just to resolve on the parti¬ 
cular rate and that will be enforced by the Collector. 
Almost all District Boards are now levying the cess 
at the maximum rate of annas two in the rupee. 

55. Lately difficulties have been encountered in the 
realisation of cess on account of the unsettled conditions 
in the agrarian economy. District Boards are, therefore, 
unable to get the full c^ss revenue from year to year. 
It has become necessary for them to ask for advances 
from State Government. Advances against unrealised 
cess have been liberally allowed to the District Boards 
and Government have been always anxious to sustain 
their finances. 

56. The functions performed by the District Boards, 
however, are being now progressively taken over or 
subsidised by the State Government The Sadar hospitals 
and some sub-divisional hospitals which were formerly 
a liability of the District Boards have been provincialised 
and more are expected to be provincialised. The State is 
also opening rural dispensaries supplementing the efforts 
of the District Boards. Even for the old dispensaries the 
District Boards are being given heavy subsidies. Simi¬ 
larly in the matter of public health considerable grants 
have been allowed and now a comprehensive national 
public health scheme has been introduced to be worked 
jointly by the District Board and the State Government. 
The share of cost to be incurred by the District Boards 
will, however, be considerably smaller than that to be 
incurred by the State Government. In communications, 
a number of important roads have been taken over by 
the Public Works Department for maintenance and im¬ 
provement by Government. A large number of other 
roads are being given leberal grants for their repair and 
upkeep. As for education, the State Government’s 
subsidy on primary education is overshadowing the 
efforts of the District Boards themselves. Thus many 
functions of the District Boards are being taken over 
by Government and on the remaining functions they are 
getting heavy subsidy from Government. 

57. By these means these social services are being 
better administered and District Board finances are being 
helped. It must, however, be conceded that many more 
primary schools have to be opened and considerably 
larger mileages of roads have to be constructed to open 
up the country. Similarly, there must be intensification 
of effort in the direction of public health, medical and 
veterinary services. The District Board will continue 
to be the agency for executing most of these measures. 
It is necessary, therefore, to strengthen the District Board 
finances. Unfortunately, there are not many new sources 
of revenue that can be exploited by the District Boards. 
After examining the recommendations of the Local 
Finance Enquiry Committee the State Government are 
considering levy of a cess of anna one for education. 
The basis of the cess will be the same as that for the 
land cess already in vogue. The District Boards have also 
started taxing bullock-carts. They may also levy tolls 
on costly bridges on their own roads. Some other items 
of revenues have been also recommended for assignment 
or sharing. The State Government are examining them. 

State Taxation Vis-a-Vis the Union 

58. The financial relation between the States and the 
Union Government has been recently examined at length 
by the Finance Commission and certain decisions have 
been taken defining the financial relation between the 
two Governments. In case of Income-tax the State 
Government had represented to the Finance Commission 
that 60 per cent, of the divisible pool should be distri¬ 
buted between the States and that 80 per cent, of the 
State’s share should be distributed among them on the 
basis of population and 20 per cent, on other factors. The 
Finance Commission allocated 55 per cent, of the divisi¬ 
ble pool for the States against 60 requested by the State 
Government. They, however, accepted that population 
was the most important basis for distribution between 
the States and that 80% of the distribution should be on 
the basis of population as urged by the Government of 
Bihar. They have also agreed that 20% should be distri¬ 
buted on the basis of other factors but the only factor 
that they have considered is collection which still gives 
weightage to only two States arbitrarily. The relative 
backwardness and the quality ’ of financial administra¬ 
tion of the States was not considered for the allocation 
but they were left for being considered for grants. The 
State Government raised the question of sharing of Union 
excises and suggested that the Union Excise Duties on 
all commodities may be considered as eligible for distri¬ 
bution among States and that 50 per cent, of the net 
proceeds of the Excise Duties should be distributed 
among the Part A States, the distribution among them 
being on the basis of consumption of which the best 
available index is population. Here also Bihar’s case was 
accepted and distribution was on the basis of popula¬ 
tion. The Finance Commission had recommenced 40 
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per cent of Excise Duties on tobacco, matches and 
vegetable products for distribution which has been 
accepted by Government of India. Bihar, however, got 
a grant specially earmarked for the development of 
primary education which goes some way to meet its 
backwardness in this respect. 

59. The award of the Finance Commission has been 
on the whole more favourable than the financial arrange¬ 
ment that held the field hitherto. Apart from these shared 
revenues the financial powers of the State Government 
are effected by Central regulation and guidance in a 
number of ways. In respect of the State Excise a recent 
enactment has considerably reduced the Duty on medi¬ 
cinal preparation, particularly the Mritasanjivani Sura. 
Rates of Duties which had long been in vogue were 
suddenly reduced for reasons which the State Govern¬ 
ment have not been able to persuade themselves to 
regard as adequate. 

60. It is the Sales Tax, however, which has become 
the subject of the keenest controversy. This tax had 
become a major flexible source of revenue for the State 
Government. The other sources of revenue open to the 
State Government are generally known to be inelastic. 
Sales Tax, has been, however, subjected to several restric¬ 
tions. The Constitution barred the levy of Sales Tax 
on inter-State trade and on exports. The essential Goods 
Act is narrowing the range of commodities on which 
Sales Tax can be levied. The State is also required not 
to raise the rates of Sales Tax beyond what they were at 
the commencement of the Constitution. There was a 
serious controversy between the State Government and 
the Government of India on the interpretation of the 
Constitution as to whether Sales Tax could be levied 
by the Government of the State where the article has 
been delivered for consumption although the transaction 
may have taken place in another State. The position has 
been only now clarified and for several years State 
Governments were being pressed by the Government of 
India not to attempt tax of such sales. Suggestions are 
also made to make the Sales-Tax a Union subject. The 
State Government are against the view and would like 
that any uniformity in this respect should come about 
only by mutual consultation and not by Union Law. 

61. Yield from agricultural income-tax is likely to 
decline and in Memorandum IV State Government have 
made suggestions how this tax can be correlated with 
the Union Income-tax. Estate Duty has been already 
provided for by law but unlike other State Govern¬ 
ments, Bihar Government have not yet chosen to opt 
for the Central Act. The question is under consideration 
whether Bihar Government should do so. 

62. Bihar Government have felt it necessary to levy 
terminal taxes for some of the municipalities which 
get large influx of floating population. The municipal 
finances are in a bad way and this would help them a 
great deal. Unfortunately terminal taxes can be levied 
only by Central law and in spite of many representations 
from the Government of Bihar, no such law has been 
yet enacted. Bihar Government would urge that Central 
Government should without delay enact a law and 
authorised the State Governments under that law to 
notify any municipal area as authorised to levy a 
terminal tax. The State Government may be also 
authorised to fix the rate for it. This will probably 
simplify matters. 

63. Bihar Government are proceeding with the taking 
over of Zamindaris including the mines and minerals. 
It is not always possible for the State Government to 
exploit the minerals directly. Most often it is necessary 
to grant leases to private operators. Bihar Government 
have been greatly handicapped because of the rates of 


royalty laid down in the Mineral Concession Rules fram¬ 
ed by the Union Government under the Mineral Con¬ 
cession Act. These rules have little relation to the rates 
at which royalty has been recovered hitherto and the 
profits of the private operators. It is essential that the 
rates of royalty should be re-examined in consultation 
with the State Governments. There is already a Com¬ 
mittee examining this question. Perhaps it is not a 
high power committee. It is, however, necessary for the 
Taxation Enquiry Commission to consider this as it 
directly affects the finances of the State Government. 

64. In course of implementation of the Five-Year Plan 
which is coming to include more and more schemes of 
expenditure the State Government is naturally receiving 
many directions and regulations from t the Planning 
Commission and from the Union Ministries. Most often, 
the instructions relate to schemes which are approved 
by the Government of India for financial support. These 
are either schemes of the Union’s own Five-Year Plan, 
or, more frequently, they are schemes of the State Plan 
aproved for Central assistance. The State finances are 
affected by these directions in certain obvious ways. 
There are certain procedural difficulties faced by the 
State Government in implementing some of the Central 
schemes. Thus it has been often noticed that such 
schemes are announced suddenly towards the end of 
the year and the conditions are that Government of 
India’s assistance would be higher in the beginning and 
would vanish progressively in a very short time. This 
places the State Government in a dilemma. Such match¬ 
ed schemes demand larger and larger availability of 
funds from the State sources although it is well known 
how inelastic these sources are. It is desirable that such 
schemes should be formulated with greater regard to 
the financial capabilities of the State Government. 

65. About the State schemes themselves, the attitude 
of the Union is not often clear, On the Five-Year Plan 
schemes estimated to cost 57-29 crores it has been agreed 
that Central assistance should be of the order of Rs, 15*1 
crores. The State Government have urged that this 
assistance should be largely in the fopm of grants. This 
has, however, not been accepted and grants are confined 
to the few Grow More Food schemes. Bulk of the assis¬ 
tance is being given as loan. In asking for or availing 
of the loan, however, State Government suffer from 
certain handicaps. It is not announced in advance as to 
what kind of scheme will be eligible for loan. State 
Government have urged that the loan should be granted 
as a general help to finance the Five-Year Plan and 
should not be related to individual capital projects. Since 
there is no clear indication as to which of the schemes 
will be eligible for loans the State Government have 
been often handicapped in taking full advantage of it. 

66. The Five-Year Plan has also had other financial 
effects. While agreeing to the size of the Five-Year Plan 
and accepting the schemes individually and estimating 
the Central assistance at 15*1 crores, the Planning Com¬ 
mission laid down that certain fiscal steps should be 
taken by the State Governments. Among them the most 
important proposal is that State shupuld have a better¬ 
ment levy to recover the cost of major works of benefit 
to the people. This is a fruitful idea and State Govern¬ 
ment have accepted this in principle and are trying 
to give effect to this. There are some other suggestions, 
however, which have not been feasible. For example, 
it has not been possible to incerase the yield of agri¬ 
cultural income-tax or to have much larger revenue from 
Sales-Tax. They had expected that there would be some 
returns from the Estate Duty but this has not yet 
materialised. On the whole, however, search is being 
made along the lines indicated by the Planning Commis¬ 
sion to augment the resources of the State Government. 
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STATEMENT IV 

Development and non-Development expenditure 


(Figures in Lakhs of Rupees) 



Total 

Capital 




Development 

Year 

expenditure 

expenditure 

Total 

Total non- Total 

Development 

expenditure 

on revenue 

outside Rc» expenditure Development Development 

expenditure 

outside 


Account 

venue 

(2+3) 

expenditure Expenditure 

in five year 

five-year 


* 

Account 


(4-5) 

plan 

plan 


234 567 8 


1946-47 

• 

• 

* 

* 

14.42 

1,92 

16,34 

8,oi 

8,33 

•• 

8,33 

1947-48 

* 




16,80 

2,48 

19,28 

10,00 

9,28 

*• 

9,28 

1948-49 

• 




21,76 

12 

21,88 

11,46 

10,42 

•• 

10,42 

1949-5° 





25,80 

U33 

27, J 3 

13,03 

15,10 

■* 

15,10 

1950-51 





26,05 

4,62 

30,67 

11,70 

18,97 


>8,97 

I 95 I “5 2 

• 




32,63 

12,39 

45.22 

16,74 

38,48 

HjS 2 

23,96 

1953-53 (Revised) 

• 

• 



31,36 

5,°4 

36,40 

I 5 > 7 * 

20,69 

12,31 

8,38 

1953-54 (Budget) 


. 

. 

. 

33,34 

7>°9 

40,43 

16,09 

24,34 

14,31 

10,03 


1,01,74 L45>6i 


STATEMENT V 

Percentage Statement of Revenue and Expenditure 



I—Major Heads of Revenue— 


(a) State Taxes 







. 

69% 

, Revenue 
63% 

44% 

(6) Income Tax 








5% 

18% 

16% 

(c) Jute 








3% 

1% 

•• 

(d) Union Excise duties 








•• 


5% 

II—Interest * 








2% 

2% 

1% 

III. Commercial Receipts— 

(a) Irrigation 








3% 

1% 

1% 

(i b) Electricity 







* 

• • 

1% 

1% 

(c) Road Transport 







* 

• • 

•• 

1% 

IV,.— Departmental Receipts . 

* 






• 

14% 

12% 

8% 

V. —Miscellaneous 

* 







4% 

2% 

1% 

VI,— Grants-in-Aid From India 






• 


•• 

•• 

5% 

VIE— Transfer from Reserves . 






• 


•• 

• * 

17% 

1 

I _Direct Demands on Revenue 






• 


7% 

Expenditure 

5% 

8% 

II _Debt Services 








1% 

1% 

1% 

HI—Expenditure on Security Services 








41% 

31% 

28% 

IV._Expenditure on Social Services 








35% 

3*% 

48% 

V. —Miscellaneous 







* 

16% 

32% 

15% 
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STATEMENT VI. 

(Financing the five year plan) 


(Figures in crores) 


I95I-55 


1952-53 


1 953-54 Total of 3 years 


1954-56 Total 1951-56 



Plan 

Actual 

Plan 

Actual 

(Revised) 

Plan 

Expec¬ 

ted 

(Budget) 

Plan 

Actual 

Plan Expected 

Plan 

Expec¬ 

ted 

I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

Expenditure 

12*39 

14-51 

13 '02 

12*31 

11-88 

14-31 

37'29 

4 i ’13 

20*00 

28 • 16 

57‘29 

69-29 

Savings From— 

(1) Current revenues includ- 

5‘92 

7-66 

5-92 

7-64 

5-92 

2-90 

17-76 

l 8 *20 

11 *84 

12*00 

29*60 

30*20 

ing economies and ad- 

dinonal resources. 













(2) Loan from Public 


*• 

*« 


** 

1*31 

•• 

i- 3 t 




1*31 

(3) Receipts from capital 

*20 

1 -24 

*20 

' 5 ° 

•20 

(—)‘ 7 ° 

*60 

•04 

-40 

1 *00 

I -oo 

1 -04 

account. 

(4) Central Assistance— 

( a ) Grant 

3*02 

-64 

3-02 

.83 

3-02 

‘39 

9 *06 

H 

6*04 
■ 8.65 

6.45 

15*10 

15-10 

( b ) Loan 


*82 

* * 

2 *42 

• * 

3'55 


6-79 J 



• • 


Total—Resources 

914 

9-36 

9 ‘ J 4 

11 '39 

9-14 

7'45 

27-42 

28 *20 

18-28 

1 9„‘45 

54-70 

47-65 

Gap in Resources 

3'25 

5 ‘ x 5 

3.88 

•92 

2-74 

6-86 

9-87 

12-93 

1 *72 

rf 

CO 

n -59 

21-64 


Appendix A 

Progress of the Five-Year Plan 

With respect to Grow-More-Food campaign on the basis 
of the accepted yardstick, the additional production of 
food-grains attributable to the Schemes executed during 
the emergency phase of the campaign till the 31st March, 
1952 was 4-5 lac tons as against the target of 3-7 lac 
tons. Due to widespread failure of rains the full benefit 
of this was not reflected during the period. During the 
year 1952-53 the additional production attributable to 
schemes executed from the 1st April, 1952 to the 31st 
December, 1952 is 62,421 tons out of which 25,853 tons 
is attributable to permanent schemes and 36,508 tons to 


Agriculture 
works *.— 


Department completed 


the following 

65 


815 


1,111 


804 


8 


17,98,600 

C.F.T 

24794.658 

C.F.T 

77 >° 

mds. 

248 

mds. 

2.347 

nos* 

8,493 



1. Medium Ahars, Pynes and Bundhs 

2. Minor Ahars, Pynes and Bundhs 

3. Surface Percolation wells 

4. Open Borings 

5. Installation of tube-wells 

6. Town compost distributed 

7. Town compost prepared . 

8. Seed distributed 

9. Vegetable seed distributed 

10. Manurial experiments 

11, Number of Crop Competition entries 

The Headquarters staff of the Fishery Development 
has been reorganised. There is a Fry Distribution Centre 
in each district headquarters. 48 lakhs of fishery were 
distributed in 1952-53. Fishing has been prohibited near 
anicut area in Dehri which has been treated as a sanc¬ 
tuary. The area covered is two miles above and one mile 
below the anicut of the Sone. 

2 The Veterinary Department extended its activities 
in various fields. The Veterinary College was expanded, 
and raised to degree standard. The cattle farm has been 
expanded, a livestock research station started, all Divi¬ 
sional hospital provincialised, 8 class I veterinary dis¬ 
pensaries opened last year, and 24 are going to be opened 
this year, A T. B. testing scheme was started, and mass 
vaccination of cattle against rinderpest sanctioned. In 
Community Project areas Ranikhet vaccination has been 
introduced. 

The Animal Husbandry Department has further 
developed. Two new farms, one at Dumraon and the 
other at Pusa have been established; 830 pedigree bulls 
distributed; model goshalas at Bihta and Sadakat 
Ashram opened ; 3 go-sadans maintained and about 300 


goshalas assisted ; 8 centres and 17 sub-centres for arti¬ 
ficial insemination maintained, one Central Poultry Farm 
and six regional farms continued to do good work, and 
240 stockmen trained. 

3. The Emergency Minor Irrigation Drive was started 
from 1st April, 1948. A total number of 38,132 minor 
irrigation schemes were completed by 31st March, 1953 
at a cost of Rs. 33,36,365. These schemes were of very 
great help during the droughts of 1951 and 1952. Govern¬ 
ment have decided to realise only 50% of the cost from 
the beneficiaries. But in the case of aboriginal bene¬ 
ficiaries in the districts of Santhal Parganas and Chota- 
nagpur complete exemption was made in respect. of the 
schemes executed up to the 1st April, 1948. During the 
year 195D52, 11077 schemes were completed and 3.582 
schemes in 1952-53 benefiting arreas of 2,21,540 acres and 
91,300 acres respectively. 

4. The Irrigation Department have bored 201 tube- 
wells, in North Bihar and completed 24.9 in South Bihar 
out of a sanction of 300 in North Bihar and 288 in South 
Bihar. The 300 in North Bihar would irrigate 37,500 
acres. The tube-wells in South Bihar will irrigate 450 
acres each. The construction of another 350 tube-wells 
under the TCA has been taken up, 15 flood protection 
embankments giving protection to 3-05 lac acres, and 26 
reclamation schemes have been completed. 24 other 
irrigation schemes completed since 1-048-1949 irrigate 
1,59,600 acres, and schemes at present under execution 
when completed will irrigate another 73.000 acres. Some 
of the prominent schemes include Tribeni Canal Scheme; 
revival of Saran Canal, re-excavation of Kings Canal, 
Gandok Irrigation and Power Projects. It is expected 
that a beginning would be made in the Kosi Project 
in the next cold weather. The multipurpose Damodar 
Valley Scheme is progressing well, the Tilaiya Dam, as 
well as the Bokaro Thermal Power Station are already 
completed, and Konar Dam is nearing completion. The 
scheme when completed will irrigate about one million 
acres of land, and give firms power to the extent of 
2,93,000 Kts. Our State will mainly benefit in power. 

5. Bihar has been badly lacking in power, and was 
one of the most backward States in India with regard to 
consumption of electricity. Strenuous efforts have been 
made to push up the power schemes in this State. A 
number of towns have already been electrified. The 
twelve power schemes included in the Five-Year Plan 
are expected to ensure steady and co-ordinated develop¬ 
ment of electricity throughout the State. Some important 
measures are as follows: — 

(1) Power House at Buxar—450 K.W. capacity. 

(2) Arrangement for transmission of powers from 
Tilaiya Dam to Biharsharif via Nawada. 







(>.; Proposal to link Bokaro with Gaya, at 132 K.V. 
so that unrestricted development of Patna area 
may be facilitated. 

(4) Supply of electricity to 90 tube-wells and over 
1,800 consumers from the Dehri-Sasaram lift 
irrigation scheme and extension of power right 
up to Aurangabad. 

(*>} Supply of power from Damodar Valley Corpora^ 
tion at various points and electrification of 
Hazaribagh, Jhumari Tilaiya, a large number of 
villages and mines in the coal-field area and 
mica mines. 

(6) Establishment of 6 diesel pilot generating stations 
at Beltiah, Sakri, Chakia, Hajipur, Santipur and 
Mirganj. 

(7) Taking over of Gaya and Giridih Electric Supply 
Companies. 

6 . The co-Qperative movement made a great stride 
during the period under review, 6,274 co-operative 
societies have been organised till the 30th June, 1953, 
out of which 394 were organised till 1952-53. 

The State Co-operative Bank increased the number of 
agrico'le depots to 119 and sold 12,000 tons of chemical 
fertilisers besides oil cakes to the agriculturists last year. 
They are taking special steps to popularise the use of 
ammonium sulphate. 27 fishermen co-operative societies 
have been organised and these have formed into a 
union. The primary societies have been able to raise 
fresh capital of Rs. 2 lakhs. The weavers of the State 
are being gradually organised on co-operative basis. At 
the end of 1952-53, 147 societies with a membership of 
15.000 had been organised. They produced about 3 lac 
yards of cloth and marketed textile goods worth about 
Rs. 5i lakhs. Six co-operative farms for cane growing 
are working at present. 

7. During the plan period it is proposed to reclaim 
1.80.000 acres of waste land by manual labour and 45,000 
acres by tractors. Out of this 70 ; 000 acres have been 
reclaimed by manual labour and about 6,000 acres by 
tractors. 

8 . The State is stepping up the progress of afforesta¬ 
tion. and the survey of available waste land for the pur¬ 
pose is expected to be ready soon. Certain barren areas 
were planted during the last rainy season. 

9. The Mining Department of the Government has 
been strengthened in this State, Government of India 
have been moved to set up a branch office of the 
Geological Survey of India here. An amending bill to 
Bihar Mica Act, 1947 has been passed with a view to 
checking illicit trade of mica. Mines of kyanite, asbestos 
and steabile in Seraikella are being worked by Govern¬ 
ment department ally. 

10 . 1.785 miles of different categories of roads have 
been taken over by the Public Works Department for 
improvement, out of which 1,180 miles have been 
metalled and 870 miles black topped. A total of 1.008 
miles of road in North Bihar is being maintained by the 
State Government out of which 710 miles are being 
improved. A number of bridges have already been con¬ 
structed. These include Bakhra, Kitchania, Khalkalia., 
Magardahi and Jatmalpur ghat. The over-bridge at 
Chiraivatanr is also an important work completed. The 
State Government have also managed to make the 
Government of India agree to the construction of the 
Sone bridge- as a part of the Five-Year Plan. A sum of 
Rs. 75 lacs has been allotted for the improvement of 
roads in sugarcane areas, and the work is likely to 
be taken up very soon. A sum of rupees six crores have 
been spent for the improvement of roads till the year 
1952-53 under the Plan. 

11 . The Bihar Institute of Technology, Sindri is now 
fully working. Each of the four classes has 60 students 
and single seated hostel accommodation has been pro¬ 
vided for all the 240 students in six hostels. It has been 
equipped with most up-to-date instruments and appli¬ 
ances with a view to make it a first grade college of 
mechanical and electrical engineering in India, if not 
in Asia. The Tirhut School of Engineering, Muzaffarpur 
has been upgraded and the number of seats raised from 
60 to 100 and there is a proposal to raise the status 
of this school to that of a degree college. 

A State-owned Superphosphate Factory is being set 
up at Sindri at. a cost of Rs. 56 lakhs. Plants and 
machinery are being purchased, and site acquired. This 
factory will have a productive capacity of 50 tons a day. 

Eleven Demonstration parties—seven in cotton weaving 
and one each in wool weaving, dyeing, printing, tanning 
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and leather goods making—have been set up. More 
tuitional classes will be set up in the course of the cur¬ 
rent year and the next year. The Gulzarbagh Cottage 
Industries Institute has been re-organised, and upgraded 
to impart advance vocational and technical training and 
diploma classes have been introduced. The Government 
Silk Institute, Bhagalpur, and Sericulture Stations have 
been re-organised. Two Itinerant Schools for women and 
girls are functioning at Monghyr and Ranchi imparting 
training in knitting, embroidery, etc. Necessary staff has 
been appointed for demonstration and propaganda. Five 
training centres are functioning at different places under 
the Palm Gur Training Scheme. During the years 1951-52 
and 1952-53, 290 persons were trained. 

12. The State Government have offered financial assis¬ 
tance in the shape of loan on reasonable terms to the 
employers, as may be willing to take advantage of the 
Industrial Housing Scheme. The Tata Locomotive and 
Engineering, Jamshedpur, have laid out a beautiful 
colony for their workers, having already completed 787 
houses, a further 312 being under construction. 

The minimum wages for agricultural workers have 
been fixed in the State in the district of Patna as an 
experimental measure. For standardisation of wages in 
Sugar Industry a committee has been set up. Factory 
Inspection Services have been extended considerably 
and there is a Medical Inspector of Factory also. Labour 
Welfare work has been intensified to provide for more 
extensive welfare amenities. Provision has also been 
made for the welfare of tea plantation workers in the 
districts of Ranchi and Purnea. 

13. 535 Basic Schools have been set up in the State 
besides 13 Post Basic and 19 Basic Training Schools. 
39 Elementary Training Schools have been expanded into 
Junior Basic Training Schools. 200 schools have been 
upgraded into U. P. schools. There is a scheme for 
gradual replacement of untrained primary school 
teachers. Government grants for primary education 
which was Rs. 33 lakhs till 1946 now total over Rs, 2 
lakhs. 

The curriculum for secondary schools has been revised. 
Additional grants have been given for the teaching of 
science and agriculture in High Schools. Amounts have 
been sanctioned for introduction of vocational crafts in 
a number of High Schools, 14 Girls’ High Schools and 
35 Girls’ Middle Schools have been opened. The Nalanda 
Pali Institute and Darbhanga Mithila Institute have been 
started. The Hindi Rashtrabhasha Parishad has taken 
up the work of collection and publication of rare manu¬ 
script and valuable books. 

A Research Institute for Indology and Jain learning 
is being shaped at Vaishali. A College of Health and 
Physical Education has been started, A Basic Training 
College has been started at Turki. The Teaching Uni¬ 
versity of Patna and the new University of Bihar have 
come into being from January, 1952. A sum of Rs. 20,000 
is being given as annual grant to the Bihar Academy 
of Music, Dance and Drama for cultural improvement. 
The Bihar Secondary Examination Board has been 
established, and has taken over charge of the Matricula¬ 
tion Examination, which has been re-named as the 
Secondary School Examination, with a revised course of 
study suited to the changed times. The new social educa¬ 
tion scheme costing nearly Rs. 7J lakhs includes nearly 
600 Social Education Centres. The Women’s Training 
College has been functioning since last year. 

14. The Patna Medical College has been greatly im¬ 
proved. The hospital has been considerably expanded. 
The women’s hospital has been considerably extended, 
A new surgical block designated as the Rajendra Surgical 
Block has been constructed on the most up-to-date lines, 
and will provide accommodation for 250 patients. An 
infectious diseases hospital with accommodation for 200 
patients has been opened at Bauli Tola, Patna City. The 
Darbhanga Medical School has been converted into a 
college. A new operation theatre has been constructed. 
The hospital is going to have a 100 bedded women 
hospital, a 50 bedded children ward and a 50 bedded 
T. B. wal'd. All the Sadar hospitals have been provin¬ 
cialised and improved facilities are being provided in 
these hospitals including better equipment and adequate 
grant for medicines. Most of the Sadar hospitals have 
now been provided with the X-Ray facilities. Some of 
the important subdivisional hospitals have been provin¬ 
cialised. Government have approved the starting of 
dispensary in each thana, and in the first phase, 16 
dispensaries were sanctioned, out of which 10 have been 
started. It was decided to have 10 bedded T. B. ward 
in all the Sadar hospitals, and in some of the pro¬ 
vincialised subdivisional hospitals. Most of these have 
started functioning. With the collaboration of the Govern¬ 
ment of India and WHO and the UNICEF, a tuberculosis 
centre has been started at Patna, The Rajkumari Leper 
Asylum, Deoghar is being given a recurring grant of 
Rs. 15,000. There is a proposal of starting a Leprosylurn 
at Barhambe in Ranchi district. The Drug Act has been 
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in force to prevent spurious drugs, and a drug control 
laboratory has been started. An integrated health scheme 
was started in the Kosi-Kamala affected areas of Saharsa 
and a portion of Monghyr and Darbhanga districts, in 
which a 75 bedded hospital is under construction at 
Saharsa, and the subdivisional hospitals at Madhepura, 
Supaul, Khagaria and Madhubani h~ mr e been taken over. 

15. By March, 1952 all institutions m towns in Bihar 
were tested for T. B. and B. C. G. vaccinated. From April, 
1952 mass campaign was started. Total number of tests 
and vaccinations performed up to June, 1953 were 
11,49,300 and 5,90,254 respectively. The State is main¬ 
taining seven anti-malaria control units with four sub¬ 
units under each control unit and one headquarters unit 
at Patna. These units are functioning in the hypher- 
endemic areas of the districts of Darbhanga, Purnea, 
Hazaribagh, Muzaffarpur, Champaran, Ranchi, Palamau, 
Santhal, Parganas, and Singhbhum-Manbhum. 

16. Public Health activities have been mainly devoted 
to the development of various urban water-supply 
schemes. Six schemes have been taken up for re-orga- 
nisation of existing water works at Patna, Bhagalpur, 
Muzaffarpur, Gaya, Daltonganj and Monghyr. Six 
schemes for new water works have been taken up at 
Hazaribagh, Sasaram, Chapra. Deoghar and Jugsalai. 
The work is in full swing. A Scheme for water-supply to 
Ranchi town has recently been sanctioned. 18 more 
water-supply schemes are expected to be taken up 
shortly. The water-supply scheme for Sindri Fertiliser 
factory has been completed. The expansion of the 
Sewage System and Sewage disposal in Patna town is 
under investigation. 

17. 229 grain golas have been opened in the State 
and 25 more will be constructed this year. 915 stipends 
were awarded to the Scheduled tribe students of schools 
and colleges. 15 hostel buildings have been constructed 
for Scheduled tribe students, where they can live free 
of cost. The Adimjati Sewa Mandal are running 386 
schools with 14,000 students, out of whom 1,313 are 
boarders who live in 30 hostels. 20% of them are getting 
free food at Government cost. A scheme for upgrading 18 
private schools to Middle schools and 6 more schools to 
High schools have been sanctioned. Funds have been 
provided for meeting the cost of University fees of the 
scheduled caste students. During 1952-53, a sum of 
Rs. 4,47,935 was provided for expenditure for the back¬ 
ward Muslim communities. A sum of Rs. 2 lakhs 
was provided during the same year for the welfare 
of other backward classes. During the current year, this 
amount has been increased to Rs. 4 lacs. 

18. 5,978 Gram Panchayats have been formed in the 
State, out of which 3,758 have been notified. They are 


playing an important part in improving the condition 
of the villagers including village sanitation, agriculture, 
minor irrigation, use of fertilisers, plantation of trees, 
excavation of tanks, construction of village roads and 
repairs of village wells, inoculation and vaccination, and 
improvement of rural water-supply. They are playing a 
considerable part in reducing crime through the agency 
of village volunteer force. The question of increasing the 
scope of their activities further is under consideration. 
All the villages within the 5 Community Project area 
are being covered by Gram Panchayats. 

19. In order to draw forth local initiative and resources 
and to diffuse interest in the Plan as widely as possible, 
a lump sum provision of Rs. 15 crores has been made for 
local development works in the Union Plan, The amount 
allotted to our State during the current .year is Rs. 28-20 
lakhs. The type of local works which the Planning Com¬ 
mission consider most suitable are water-supply scheme, 
permanent works for improvement of agriculture or 
rural sanitation, village roads, small bridges and culverts 
and school and dispensary buildings where such insti¬ 
tutions already exist but are inadequately housed. 

District Development Committees have already been 
formed in each district and are examining suitable 
schemes for implementation. 

20 . The Grow-More-Food Enquiry Committee proposed 
the establishment of a National Extension Service Orga¬ 
nisation which could reach every farm and assist in the 
development of rural life as a whole. These extension 
organisations will initiate a process of transformation 
of the entire social and economic life of the villagers. 
It is proposed to cover the entire State within a period 
of 10 years, and one-fourth of the State within the period 
of the Plan. It has been calculated that 164 National 
Extension Service Blocks, with an average of 100 villages 
per block, will be necessary to cover one-fourth of the 
State. Making allowance for the Community Project 
areas and Ford Foundation Projects, we require only 
144 Blocks which is proposed to be taken up as follows: — 

Blocks 

>953-54 ■'.. 4 

>954-55 . 50 

1955-5® .9° 


Two extension training centres, in addition to the two 
existing as well as 9 agricultural schools are going to 
be opened shortly. These institutions will provide the 
necessary trained staff for working out the scheme. 



MEMORANDUM II 

General Note on Local Taxation 


1. Statistics in respect of municipalities for the years 

1927- 28, 1938-39, 1944-45, 1948-49 and 1949-50 are en¬ 
closed in the form suggested by the Commission (State¬ 
ment I). 

The Patna Municipal Corporation came into being in 
1952 hence statistics for this body are not available. 

Statistics in respect of district boards for the years 

1928- 29, 1933-34, 1937-38, 1944-45 and 1950-51 are also 
enclosed in the form suggested by the Commission 
(Statement II), 

2. It is noticeable that the urban population is steadily 
on the increase and the total urban population 
according to the census of 1951 was 26,95,990. 

The total income from all sources has risen from 31-42 
lakhs in 1927-28 to 1*06 crores in 1949-50. 

The increase in revenue in 1944-45 was to a large 
extent due to Government grants for payment of dear¬ 
ness allowance to the low paid staff of the local bodies. 
The total income in 1949-50 was made up of 51 lakhs 
from taxes, 28 lakhs from Government grants and 26 
lakhs from other sources, The reason for the increase in 
taxes was the raising of the maximum limit of the 
holding tax and water taxes, levy of taxes on bicycles 
and raising the maximum limit of other taxes and fees. 

On the expenditure side the total expenditure rose 
from 40*6 lakhs in 1938-39 to 96-3 lakhs in 1948-49, The 
increase was mainly due to increase in the cost of 
administration under the different heads. The cost of 
general administration in rupees rose from 3*23 lakhs to 
to 7*06 lakhs, on service charges from 18-32 lakhs to 
48-72 lakhs, on medical and public health from 2*47 
lakhs to 4*11 lakhs, on roads and buildings from 6*63 
lakhs to 10*89 lakhs and on miscellaneous from 10 lakhs 
to 25 lakhs, It will thus appear that there has been no 
remarkable change either in the pattern, of income or 
in the pattern of expenditure as far as municipalities 
are concerned. 

Therefore it was possible for the municipalities to 
launch on any development programmes, 

3. As regards rural areas it will be seen that the 
population has increased from 2,96,86,370 in 1937-38 to 
3,61,57,968 in 1950-51. The total income from all sources 
has increased from Rs. 1,61,35,514 in 1937-38 to 
Rs, 4,32,75,235 in 1950-51, Although the rate of cess has 
been raised from 1 anna in 1944 to 2 annas a rupee 
yet, due to non-realisation of cess, the increase has not 
been so much as it was expected. 

The most noticeable feature is that Government grant 
on the item noted below has increased many-fold: — 


Purpose 

Amount 

1928 

in Amount in 
19505 1 


Rsi 

Rs, 

Communication 

4,16,875 

64,49,620 

Education . 

32,00,895 

1.22,43,678 

Medical and Public Health 

3,9b5 01 

12,76,090 

Miscellaneous 

587 

37 , 59,978 

On the expenditure side 
the following items: — 

also there is an 

increase on 

Purpose 

Amount in 
1928-29 

Amount in 

1 950-5 1 

Administration 

Rs. 

5 . 53,515 

Rs. 

14 , 4 ', 987 

Medical and Public Health 

20,25,966 

51 , 49,545 

Roads and Buildings 

61,91,871 

1,19,56,874 

Miscellaneous 

79,*43 

4,60,518 


As against the expenditure on roads and buildings 
amounting to Rs. 1,19,56,874, the State Government’s 
contribution came to Rs. 64,49,620, which is more than 
50 per cent. On medical and public health services. 
Government contribution is Rs. 12,76,090 against a total 
expenditure of Rs, 51,49,545, i.e., about 25 per cent. On 


miscellaneous items Government grant is Rs. 37,59,978 
against the total expenditure of 4,60,518, i.e., Government 
grant is more than nine times the expenditure incurred 
by the local bodies. On education the Government 
contribution is Rs. 1,23,43,678 against a total expenditure 
of Rs. 1,67,68,569, i.e., about 75 per cent, of the expen¬ 
diture. 

The increase in district board expenditure on educa¬ 
tion is not due to any work taken up by its own initia¬ 
tive, but due to the increased expenditure for raising 
the minimum salary of primary school teachers and for 
giving dearness allowance to all its school teachers and 
low paid employees and the Government are meeting 
75 per cent, of the increased expenditure. 

On commmunication, Government launched a pro¬ 
gramme of bringing roads to prewar conditions at an 
estimated cost of Rs. 1*75 crores and large grants have 
been given to district boards for this purpose. 

4. (i) Tax revenue of the municipalities has been 
gradually increasing and from Rs. 23*32 lakhs in 1927-28, 
it has risen to Rs, 51*96 lakhs in 1949-50 as stated above 

(ii) As far as share of revenue of specific taxes levied 
and collected by the State Government is concerned, a 
sum of Rs. 1 lakh is allowed to the municipalities from 
proceeds under the Motor Vehicles Taxation Act every 
year. 

(in) Grant-in-aid. —The total amount of grant-in-aid 
to municipalities has been steadily increasing and from 
Rs. 5 lakhs in 1938-39 it has risen to Rs. 28*22 lakhs in 
1949-50. The main heads under which substantial help 
to local bodies is being given by Government are dear¬ 
ness allowance to employees at the flat rate of Rs. 10 
per head, subsidy for the improvement of roads, subsidy 
in the form of half loan and half grant for financing 
water-supply schemes of municipalities and the expen¬ 
ditures under the last scheme in the years 1951-52 to* 
1955-56 is estimated to be about Rs. 83 lakhs. 

( iv ) The main components of income sources under 
the sub-head non-tax revenue are— 

( 1 ) Rents of lands, houses and dak bungalows. 

( 2 ) Receipts from lands and produce of lands. 

(3) Conservancy receipts other than taxes and rates. 

( 4 ) Fees and revenues from educational and other 
institutions, 

(5) Fees and revenues from markets, slaughter¬ 
houses, etc., licence and registration fees accoun¬ 
ted for about Rs. 18 lakhs of income in 1949-50 
as against Rs. 8*4 lakhs in 1938-39. 

(v) There has been remarkable increase of revenue 
under fees and fines which has risen from Rs. 3*38 lakhs 
in 1927-28 to roughly Rs. 19 lakhs in 1948-49. 

(in) In this State the municipalities have no income 
from commercial, transport and other undertakings, 

5. (i) There is no tax revenue to district boards, ex¬ 
cept the receipts from bullock-cart taxation which has 
been introduced in 1952-53. The yield from this tax 
is not expected to be much. 

(ii) The M. V. T. Receipts realised by the State 
Government are reserved for distribution among local 
bodies of the State on the basis of the assurance given 
by Late Sir G. D. Singh pn the floor of the Council when 
the M, V. T. Act was going to be passed in 1930. Every 
year a sum of Rs, 5 lakhs out of the net proceeds is 
distributed in the following manner : — 

Rs. 

55 per cent to district boards for repair of roads . 2,75,000 

20 per cent to district boards for flood damage repair 1,00,000 

55 per cent to district boards for construction of bridges 25,000 

20 per cent to municipalities for repair of roads . 1,00,000 


5,00,000 


The sum of Rs. 25,000 is not spent every year but is 
kept in reserve for expenditure on important items. 
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The balance after distribution of Rs. 5,00,000 is also 
kept in reserve for repair of roads constructed from 
Central Road Fund, but as all roads constructed from 
Central Road Fund, have been transferred to P.W.D. the 
reserve has accumulated to more than a crore of rupees. 


In order to enable the municipalities to service loans 
which have been advanced to them for water-supply 
schemes, the Bihar and Orissa Municipal Act has been 
amended to provide for levy of a profession tax in all 
the municipalities of the State. 


(in) The grant-in-aid has a great significance in the 
financial up-keep of the district boards. As would appear 
from paragraph 2 above, Government contribution for 
education fs 75 per cent of the total expenditure and for 
civil works it is more than 50 per cent. 

(it?) The'main source of revenue of district boards is 
the land cess which is levied at the rate of 2 annas a 
rupee. Due to the abolition of the zamindari system, this 
cess is falling into arrears ; and Government are giving 
loans to district boards against the non-realised cess. 

(v) The district boards get countervailing grants in 
lieu of fines and penalties realised from ponds and ferries, 

(ui) There is no commercial undertaking run by a 
district board. Only one district board, namely Patna, 
runs a transport service through the B.B. Light Railway, 

6. The principal taxes levied by municipalities in this 
State are those specified in section 82 of the Bihar and 
Orissa Municipal Act. Important amongst them are— 

(1) the holding tax, 

(2) service tax including water tax and latrine tax; 

(3) taxes on vehicles and animals, 

(4) registration fee on carts, 

(5) registrati :n fee on vehicles plying on hire. 

Other minor taxes are— 

(1) tax on persons, 

(2) lighting tax, 

(3) tax or fee on dogs. 

From the figures supplied in the statement it will 
appear that the revenue from holding tax has increased 
from Rs. 11-21 lakhs in 1922-23 to Rs, 26*28 lakhs in 
1949-50. Similarly service taxes have gone up from 
Rs, 8-88 lakhs to Rs. 24-24 lakhs. These service taxes 
are also based on the valuation of the holding on which 
the holding tax is levied. Therefore, there has been a 
corresponding increase in the latter taxes. There are 
several reasons for the increase in the holding tax and 
a corresponding increase in the latrine taxes. The num¬ 
ber of notified area committees has increased during 
recent years. The annual value of holding has also shown 
an upward tendency but the chief reason for the in¬ 
crease in the revenue is that the maxium rate of hold¬ 
ing taxes and service taxes was raised from 7£ per cent 
to 12-£ per cent in 1944. It may, however, be noted that 
the total of holding and service taxes in municipalities 
in Bihar is about 32 per cent except in Patna where 
it is 33 per cent. This is considered to be sufficiently 
high specially because there is no growing industry in 
any of the towns of Bihar except Jamshedpur. 

7. The following taxes are levied by the local bodies 
in rural areas : — 

(1) Taxes on bullock carts by district boards. 

(2) Union tax by union boards. 

(3) Union tax by Union committees. 

As the tax on bullock cart has been commenced from 
1952, it is difficult to forecast the trend of this tax. 


9, As has been stated above, there is no prospect for 
further increase in other taxes and fees which have al¬ 
ready been raised to the maximum. The municipalities 
are generally unwilling to levy taxes or fees at the 
maximum rate. Even when they agree to levy the 
maximum tax and Government appoint officers to assess 
the taxes the municipalities tend to water down the 
assessment by exercise of the powers given to them 
of hearing appeals under section 117 of the Bihar and 
Orissa Municipal Act. 

As the administration of taxes is in the hands of the 
low paid municipal staff (the executives taking little 
interest in the actual assessment or realisation of taxes) 
assessment of taxes is not done as efficiently as would 
be desirable and there is hardly any municipality which 
collects even 75 per cent, of the current demand every 
year. Even fixed demands are allowed to accumulate, 
municipal land is allowed to be used without payment 
of fees and conveyances are allowed to ply without 
payment of registration fee by the municipal staff, 

10. In district boards the bullock cart taxation is new, 
so the question of increasing the rate of tax for incre¬ 
ment of revenue has not arisen at present, Some of the 
district boards have not begun levying the tax as yet. 

H. (i) The' relevant sections dealing with municipal 
taxation are 82, 90, 92, 93, 94, 95, 96, 97, 98, 99, 101, 102, 
104, 105. 106, 113, 115, 117 and 118 of the Bihar and 
Orissa Municipal Act, Under section 104, the municipality 
determines the rale of tax to be levied on buildings. 
Assessment list is prepared under sections 89 and 105 
and it is revised every 5 years under section 106. The 
municipalities have power to make amendments to the 
assessment list under sections 107 and 110, They can 
also consolidate taxes under section 109 and allow remis¬ 
sion or refund on account of vacant holdings under sec¬ 
tion 111. The assessment list is published under section 
115 Appeals against assessment are heard under section 
117. 

It is usual for municipalities to prepare assessment 
lists but if they like they can take the assistance of 
Government officers for this work. As has been stated 
above, after the assessment, municipalities form a com¬ 
mittee under section 117 to hear appeals against asses¬ 
sment and it is under this section that any increase effe¬ 
cted in the income of the municipalities under holding 
tax is watered down. 

(ii) The procedure for recovery of taxes is contained 
in sections 120 to 136 of the Bihar and Orissa Municipal 
Act. The collection staff usually consists of a tax Daroga 
who is assisted by tax collectors. Although municipali¬ 
ties are supposed to issue demand notices at the begin¬ 
ning of each quarter when the taxes become due and 
issue warrants for distress and sale of property for rea¬ 
lisation of taxes after a fortnight from the service of 
demand notices, this procedure is seldom adopted. Sec¬ 
tion 129 (b) gives powers to municipalities to apply to 
the Collector for realisation of taxes, if they are unable 
to collect the same by distress and . sale, under the 
Public Demand Recovery Act. Section 130 gives powers 
to municipalities to realise the arrears by civil suits, 

(ui) The assessment is done either by municipal com¬ 
missioners or by individuals appointed by them but 
there is no technical training for either of the two in the 
matter of proper valuation of holdings. Being local men, 
influence also is brought to bear on them with the result 
that assessment is seldom fair as far as the richer 
sections of the people are concerned. 


The union tax by union boards and union committees 
have not shown any remarkable variation from year to 
year. 

8. The maximum limit for rate of holding tax was 
raised to 124 per cent in 1944 by Bihar Municipal 
(Second Amendment) Act. A tax on bicycles was autho¬ 
rised to be imposed and maximum limits of rates of 
taxes on vehicles were raised in 1946 by Bihar Municipal 
(Amendment) Act. 1947. 

The maximum limit of water tax was raised from 
7£ per cent to 12£ per cent by Bihar Municipal (Amend¬ 
ment) Act, 1948. 

Cart registration fee was raised to Rs. 8 a year from 
Rs. 4 a year by Municipal (Amendment) Act, 1947. 

It is proposed to increase the limits of license fee for 
dangerous and offensive trades, etc., now. 

Platform license fee under section 180 was raised from 
annas eight per square foot to Re. 1 per square foot by 
Municipal (Amendment) Act, 1947. 


(iv) As has been stated above, collection is in the 
hands of the permanent staff of the municipality. There 
is not as much efficiency as could be desired because 
the staff is not properly paid and because they are not 
drawn from good materials. Lack of supervision on the 
part of the executives gives them ample powers which 
they are prone to misuse resulting in inefficiency of 
administration. The interest of the tax-payers, specially 
of the poor ones, is seldom consulted. Demand notices 
are often not issued and served in time an<i if there is 
any coercive measure it is only against the less influen¬ 
tial persons. Petitions for remission on account of vacancy 
of holding or amendment of the assessment list is seldom 
attended to promptly and the tax-payer does not always 
got proper relief from the municipality. 


(u) The cost of assessment is not much and is not 
aparately shown in statistics. As far as the cost of col- 
iction is concerned, it was 1*70 lakhs in 1938-39. It rose 
3 2*64 lakhs in 1944-45 and to 4*12 lakhs in 1949-50. This 
icrease is due to payment of dearness allowance and 
^ of nav which has since 


been given effect to. 
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12 . (z) In district boards the tax on bullock carts is 
levied in accordance with the provision of sections 86 to 
86 -U of the Bihar Local Self-Government Amendment 
Act, 1950 (Act XL of 1950). From 1952^53 the district 
boards have begun to levy registration fees and tax on 
bullock carts. 

(it) The administrative set up of this tax is not at the 
Secretariat level nor at the district level of the State 
Government, It is collected by the registering officers 
and assessors appointed by the district board. The 
manner of assessment of tax is prescribed in rules circu¬ 
lated under notification No. 5578-L.S.-G,, dated the 10th 
July 1952. As the amount of the registration fees and 
tax is prescribed under sections 86 P and 86 Q of the Act, 
there is no possibility of appeal or rivision of the tax. 
This is a new tax and it is difficult to foretell the effi¬ 
ciency of the tax administration and cost of staff for 
realisation of his tax. The tax payers are opposed to 
this tax and they want its abolition but no complaints 
regarding efficiency of the administrative set up of the 
organisation has yet been received by Government. 

(iii) Union tax on owners and occupiers of buildings 
within the union is levied by union board under section 
46 of the Bihar and Orissa V. A. Act, 1922 (Act III of 
1922). The union board at a meeting appoint from 
among the members or outside one or two persons for 
collecting the tax and such persons are given remunera- 
tion for that. The assessment of tax is made by the union 
board, and the assessment list is published at a 
conspicuous place in the village and objections are 
invited and modifications are made. The District Magis¬ 
trate has got powers to call for papers regarding assess¬ 
ment and after enquiry may pass orders as he may 
think proper. The cost of tax collection is not much as 
it is paid on remuneration basis. The efficiency of the 
administrative set up is good both from point of view 
of administration, and from point of view of tax payers. 

(it;) The union committee have power to levy union 
tax under section 118C of the Local Self-Government 
Act on owners and occupiers of buildings within the 
union and also on owners of tanks, wells or watercourses. 
This is to be levied if the income from other sources 
is insufficient, and it is to be levied to meet their defi¬ 
ciency together with ten per cent above such. Sum to 
meet the expenses of collection and losses due to non¬ 
realisation of their shares from defaulters. 

The assessment is done by the union committee and 
it appoints one of its members or an outsider for collec¬ 
tion of the tax. Any person who is aggrieved against 


this assessment may appeal to a sub-committee of mem¬ 
bers of the district board whose decision subject to the 
exercise of powers of revision at the discretion of the 
Commissioner becomes final. 

13. Roughly speaking the amount of holding tax in 
municipalities could be raised by 30 per cent with equit¬ 
able assessment of the tax. One of the technicalities 
employed in getting reduction of the holding tax is to 
build the holding in the name of one's own relations and 
to take it on rent in one's own name or in some other 
name at low rental. Since the war it is usual not to grant 
a proper receipt for the actual rent received. In other 
words the receipt granted is for a smaller amount than 
the actual rent paid. Municipal Commissioners are 
generally shy of making equitable assessment of holding 
tax on influential persons of the town and this failing 
also extends to their circles of friends and relations. 

In respect of water tax municipalities do not maintain 
an accurate account of house connections and therefore 
water tax at the proper rate is sometimes not levied 
against those who should have paid the same on the 
basis of house connections. 


Richer people often do not pay their taxes and it is 
very difficult for the paid staff of the municipalities to 
approach them either for demanding the tax or for 
insisting payment. 

No counter measures have so far been evolved for 
meeting this defect. In 1946 there was an amendment of 
the Bihar and Orissa Municipal Act whereby some of 
the bigger municipalities were expected to maintain a 
paid Executive Officer. This, however, could not be en¬ 
forced as it was Governor Act under section 93 of the 
Government of India Act, 1935 and it was not re-enacted 
by the Legislature. 

14, In district boards there is very little chance of 
evasion of the bullock cart taxation as the bullock carts 
must ply on roads and cannot escape notice. As this 
is a new tax, Government have not come across such 
cases, but provision for checking tax evasion has been 
made in the Act. 

The people in the unions are not regular in payment, 
and there is provision for distraint and sale of movable 
property of defaulters, and, in case the arrear and 
penalty is ndt recovered by the union boards, the District 
Magistrate, on application from union boards, may issue 
distress warrant for that. 


STATEMENT I 


1937-28 1938-39 1 944-45 i94 8 -49 1949-50 


2 3 4 


5 6 


A. —General information 

1, Number . . , . . . , # # 

2, Population 

3, Total income from all sources . 

4, Total income from rates and taxes . , t 

5, Per capita incidence of total income . 

6, Per capita incidence of income from taxes 

B. —Details of income 

I* Tax Revenue— 

(i) General property tax (tax on houses and lands) 

(n) Service taxes (water tax, lighting, drainage, conservancy, etc., 

( iii ) Local Fund cesses ....... 

( iv ) Octroi & Terminal taxes (to be shown separately) .. 

( v ) Tolls . . .. 

( vi ) Taxes on goods and passengers carried by road or inland 

waterways. 

( vii ) Taxes on vehicles, animals and boats .... 


55 

57 

58 

58 

59 

1,104,534 

L 335 > 22 i 

',631,755 

17832,930 

1,654,340 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

31,34,242 

39 > 97 > 47 6 

57,25,56a 

97,01,678 

1,06,34,978 

23,32,081 

25 , 53 * 7 °° 

34,99,692 

49738*985 

5 »> 96,774 

Rs. a. p. 

Rs, a. p. 

Rs. a. p. 

Rs. a, p. 

Rs. a. p. 

2 13 0 

2 15 1 

3 8 1 

5 15 1 

6610 

2 1 0 

1 14 7 

223 

3 0 4 

326 


Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

11,21,028 

13,38,971 

17 , 49,146 

26,00,085 

26,68,236 

8,88,247 

11,91,220 

17 , 23 , 37 ° 

22,16,596 

24,26,857 

2,11,238 

22,681 

25 > 5 8 4 

75*972 

79 * 4 °° 



STATEMENT I— contil. 


i 8 3 4 5 6 


B>—Details of income — contd . 

L Tax Rcvenue—ton/c/- 

Rs. 

Rs. 

Rs. 

Rs, 

Rs. 

(wit) Profession tax ........ 

■* 



•• 

- 

(ix) Theatre tax ........ 


... 



*■ 

(x) Pilgrim tax ........ 


.. 

.. 

.. 

.. 

(xi) Town improvement and betterment taxes 

- 




♦ ♦ 

(xii) Other taxes, cesses and rates (to be specified separately) . 

1,11,568 

828 

1,792 

44 * 3*2 

■ 22,281 


23,32,081 

25 > 53 > 7 »o 

34,99,892 

49,36,965 

51,96,774 

II. Non-tax Revenue— 

(d) Grants from Government— 

(t) For roads and buildings ...... 



.. 

.. 

70,336 

(«) For education ........ 

1,12,440 

1,93,289 

2,58,759 

4,37,861 

8,93,437 

(iii) For medical and public health purposes .... 

24,901 

7,094 



13*291 

(*t>) For other purposes (including countervailing grants) 

43,806 

2 , 99^92 

4,66,222 

22,99,913 

*3,45,793 

Total 

1,81,146 

4 * 99*575 

7,24,981 

27 * 37*774 

28,22,857 

(b) Fees, Fines, etc. ..... 

3,36.027 

8,04,407 

9 . 79,941 

13,98,449 

18,03,498 

(r) Miscellaneous ......... 

3,90,998 

1,29,804 

5 > 2 i ,752 

1,28,490 

8,11,849 

Grand Total 

31 , 42,242 

39,97,476 

57,25,562 

97 *oi *990 

1,06,34,978 

C.—Details of expenditure 

(t) Administration ......... 

2,70,225 

3 * 23 * 1 45 

4,56,953 

7,06,956 

7,84,441 

(ii) Service charges (water supply, drainage, conservancy, lighting etc.) 

1 3 , 44,766 

18,32,761 

27*23417 

48,78,663 

5 i*i 4 *i 57 

(iii) Medical and Public Health. ...... 

4,07,498 

3,47,185 

3,29,207 

4,11,753 

1,54,576 

( iv ) Roads and Buildings ........ 

5,11,168 

8,63,885 

5,18,669 

10,89,832 

13,66,662 

(*/) Miscellaneous ......... 

n>i 5>793 

10,00,974 

14,86,463 

25,48,318 

18,64,836 

Total 

36,49,450 

40,67,950 

55,14,629 

96,35,522 

92,84,678 


STATEMENT II 



1928-29 

1933-34 

1937-38 

1 944-45 

1950-51 

1 

2 

3 

4 

5 

6 

i 4 ,—General information 






I. Number of district boards ....... 

19 

19 

15 

16 

17 

2. Population ......... 

31,522,441 

34,634,598 

28,686,370 

35,428,668 

36,157,968 


Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

3. Total income from all sources (excluding opening balance) . 

1,43,89,206 

14,06,627 

1,61,35,514 

1,70,69,824 

432 , 75*235 


Rs. a. p. 

Rs. a. p. 

Rs. a. p. 

Rs. a. p. 

Rs. a. p. 

4, Per capita incidence of total income (86) 

067 

0 6 1 

0 8 1 

0 7 1 

1 3 2 

5, Per capita incidence of income from taxes (85) 

032 

0 3 4 

0 3 9 

0 3 10 

065 
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STATEMENT ll—contd. 


I 

2 

3 

4 

5 

6 

B .— Details of income 

i. Tax Revenue— 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

(t) Local Fund cesses ...... 

• 74=98,666 

72=70,239 

69,92,980 

83,17,331 

>, 45 , > 7,545 

(«) Taxes on vehicles (bullock carts) .... 





** 

2. Non-Tax Revenue— 

(a) Grant from Government— 

(i r ) For road and buildings ..... 

4,16,875 

10,47,220 

35,66,990' 

i 4 >oi, 53 i 

64 , 49,620 

(ii) For education ....... 

32,00,895 

30,45,947 

26,28,263 

28,47,872 

1,22,43,678 

(iii) For medical and Public Health purposes 

3,9 > > 5 ° < 

3,85,254 

3,05,982 

5,68,063 

12,76,090 

(iv) For other purpose including countervailing grants 

587 

100 

4 > 25 ° 

4*69*272 

37 , 59,978 

(b) Fees, Fines ........ 

. 





(c) Miscellaneous . ....... 

84,611 

43,175 

62,161 

96,156 

10 , 92,074 

(f) Administration ....... 

5,63,5 '5 

5,80,076 

5,28,235 

7,29,011 

14,41,987 

(ii) Medical and Public Health .... 

20,25,966 

>9,52,277 

20,80,206 

28,40,765 

5 1 > 49*545 

(iii) Roads and buildings ...... 

61,91,871 

45,24,821 

64*60,377 

52,78,302 

1,19,56,874 

(iv) Miscellaneous ....... 

79,843 

70,518 

57,295 

1,10,304 

4,60,518 

(i>) Education ....... 

44,82,674 

43,82,674 

41,34,817 

50,74,061 

1,67,68,569 











MEMORANDUM III 

A General Note on Land Revenue in Bihar 


(As REQUIRED BY THE TAXATION ENQUIRY COMMISSION 

The East India Company obtained the Diwani of Bihar 
along with that of Bengal and Orissa in 1765 and by 
Regulation I of 1793 the land revenue demand of the 
estates which agreed to have engagement with the Com¬ 
pany was made permanent. The defect of the Perma¬ 
nent Settlement, however, was that there was no detailed 
assessment of the income and the assets of each estate, 
and the land revenue demand was fixed at 10/11th of the 
assets on the basis of the meagre information which was 
then available. In addition, the zamindars were declared 
to be the proprietors of the -soil and were given all 
proprietary rights including rights in mines and minerals. 
It was specifically laid down in Article VI of the Perma¬ 
nent Settlement Regulation that Zamindars would enjoy 
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exclusively any future increase of revenue from their 
estates. 

The land revenue of the entire State is, however, not 
permanently settled as some of the landlords failed to 
take out engagements with the East India Company for 
payment of the revenue demand with the result that 
those estates were taken over and were either temporarily 
settled with other proprietors or were kept under direct 
management by Government. There were also some 
estates of which the revenue demand had been exempted 
or certain services rendered either to the previous Rulers 
or to the British Government. The position of the land 
revenue demand during 1949-50 was as follows : — 







No, of such 
estates 

Area of such 
estates 

Revenue demand 

i. Permanently 

settled estates 

(revenue paying) 

. 


205,977 

.. 

Rs. 

1,08,09,085 

2. Permanently 

settled estates 

(revenue free) 



11,295 

- 

- 

3. Temporarily 

settled estates 


♦ 


739 


3 , 85,797 

4. Government 

estates 

. 

♦ 

• 

421 

Rent- 

15,28,977 







Mi sc.— 

27,99,269 


In the case of estates which are permanently or tempo¬ 
rarily settled the rents from tenants are realised by 
Zamindars who pay the revenue assessed on such estates. 

In the case of Government estates the revenue consists 
of the rents realised from tenants direct by Government 
as well as of the income derived by leasing out markets, 
fairs, fisheries, etc. 

A Statement is enclosed (Statement A) showing the 
position of land revenue in the State in relation to the 
general revenue position since 1937-38. It will appear 
that in 1937-38 Land Revenue accounted for 36*7% of 
the total tax revenue of the State but this figure dwindled 
to 8*5% during 1950-51. This is because of the fact that 
while the land revenue practically remained stationary, 
the State got an increasing revenue from excise and 
from imposition of sales tax, agricultural income-tax 
and entertainment tax, etc. It is however estimated 
that when the zamindari system in the State is liqui¬ 
dated, the State will derive a revenue of about Rs. 16 
crores from land revenue, which will ultimately increase 
to Rs. 18 crores per* annum. 


(1) those which were created by the proprietors on 
receipt of consideration, (2) those which were donated 
for the maintenance of educational or charitable institu¬ 
tions, called “Devotar”, “Trust”, etc., (3) those created 
by way of “Jagirdaris” or “Inams” for th& benefit of 
employees or other persons, and (4) those created 
for making special gifts to Brahmins and priests called 
“Brahmotar” or “Kusbrit”, etc. Government do not main¬ 
tain any records of tenure-holders except what is avail¬ 
able from the various Survey Settlement Reports which 
are in many cases more than 30 to 40 years old. The 
total number of tenure-holders in the State at present 
is 346,512 (vide Land Revenue Administration Report, 
p. 55). Statement' ‘B’ showing the tenures as they existed 
during the Survey and Settlement Operation is enclosed, 

(b) Types of tenancies .—A statement is enclosed show¬ 
ing the different types of tenancies prevailing in Bihar, 
The tenancies, apart from tenures, can broadly be divided 
into the following classes : — 

(1) Settled raiyats or occupancy raiyats ; 


2A. (i) Break up of the land revenue demand for 
agricultural and non-agricultural use of the land. In 
the permanently settled estates which cover over 90% 
of the area, the land revenue demand was fixed in 
perpetuity in 1793 and does not vary according to the 
use to which the land is put, Le. t when agricultural land 
is converted into non-agricultural uses. In the Govern¬ 
ment estates, there are special rates of rent for non- 
agricultural uses of land which are fixed in 
accordance with the situation and the value 
of land. The income from non-agricultural uses of land 
is however, not shown under a separate budget head. In 
the temporarily settled estates the income from ncn- 
agricultural uses of land is taken into account while 
fixing the total land revenue assessment and there is no 
separate assessment for agricultural and non-agricultural 
uses of land. . 

(ii) Permanent fluctuating and other types of demands , 
_The land revenue demand in the case of the tempo¬ 
rarily settled estates is revised generally after 30 years 
after settlement of rents of the raiyats. In case of the 
Government estates the rents payable by the raiyats 
are revised in accordance with the tenancy laws during 
each Survey and Settlement. The miscellaneous demand 
consists of the income from hats, ferries, ghats and for¬ 
ests These are settled from year to year and some¬ 
times for a number of years by auction and the demand 
generally fluctuates according to market conditions and 
the economic situation. 


(iii) Classification of areas—(a) Types of tenures. 
The tenures can broadly be divided into two categories 
(1) those which are of a permanent nature, and (2) 
those which have been created for a temporary period 
and can be resumed by the original grant or on certain 
conditions. These are generally maintenance grants given 
to the junior members of a family and are subject to 
inheritance and transfer so long as the main line of the 
original grantee does not become extinct. The permanent 
tenures can also be classified into various categories, viz.. 
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( 2 ) Non-occupancy raiyats ; and 

(3) Under raiyats. 

A settled or occupancy raiyat cannot be ejected from 
his lands so long as he uses it for the purpose allowed 
under law and his right is transferable and heritable. 
In Chota Nagpur and Santhal Parganas, however, the 
right of transfer by aboriginal and Scheduled Tribes 
raiyats is restricted so as to prevent their land passing 
into the hands of the money-lending classes [vide section 
46 of the Chota Nagpur Tenancy Act and section 20 of 
the Santhal Parganas Tenancy (Supplementary Pro¬ 
visions) Act, 1949,] There are certain special classes of 
occupancy raiyats whose rents are fixed in perpetuity 
but their number is extremely limited. The rent of an 
occupancy raiyat in Bihar can be enhanced through 
a Court for the following reasons : — 

(1) That there has been a rise in the average local 
prices of staple food crops during the currency 
of the present rent. 

(2) That the productive powers of the land held by 
the raiyats have been increased by an improve¬ 
ment effected by, or at the instance of the land¬ 
lord during the currency of the present rent. 

(3) That the productive powers of the land held by 
the raiyat have been increased by fluvial action. 

An increase in the rent on account of rise in the prices 
of staple food crops can take place only once in 15 years 
(vide sections 33 to 35 of the Bihar Tenancy Act). There 
are similar conditions in Chota Nagpur for enhancing 
the rent of an occupancy raiyat (vide section 29 of the 
Chota Nagpur Tenancy Act). In Santhal Parganas the 
rents can be revised only during Survey and Settlement 
(vide Reg. II of Santhal Parganas Regulation 1886). 
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(c) Types of crops irrigated and non-irripated, com - etc .—This statistics of the irrigated area in the State 

mercial and noncommercial, cereal and non-cereal t during 1949-50 in thousand acres is given below :— 


Year 

Govt* Canals Private Canals 

Tanks 

Wells 

Other sources 

Total area 
irrigated 

i 

2 3 

4 

5 

6 

7 

1 949'5° 

997 f M° 

*» I 5 ° 

644 

2,164 

5.595 


[Vide Table 12 at p. 14 of the Bihar Statistical Hand Book, 1951 ] 





Area growing different crops in thi State in thousand acres 




Year 

Total area Bhadai crops 
of the State 

Aghani 

crops 

Rabi 

crops 

Gram (zaid) 
crops 

Total area 
sown 

i 

2 3 

4 

5 

6 

7 

1949-50 

4,47.9° 4.95° 

t> 4°>94 

9 2 >9° 

395 

2,87,29 


Area sown more 
than once 

Net area sown 

Orchard 

Current fallow 

Culturable 
waste (other 
than current 
fallow) 

Other than 
gairmazrua 

Unculturable 
waste including 
forest 

Total waste 
land 

8 

9 

10 

11 

1? 

13 

14 

*5 

56,57 


4,04 

47,37 

28,29 

35.57 

91,17 

2,03,00 

[Vide Table 10 at p. 12 of the Bihar Statistical Hand Book- 1951 .] 


2B. As has been stated above, the land revenue in 
Bihar in the case of the permanently settled estates 
is fixed. Therefore there has been no variation in the 
revenue demand so far as the permanently settled estates 
are concerned. As regards the temporarily settled estates, 
the land revenue is revised generally at interval of 
every 30 years in accordance with the rent payable by 
the raiyats. There was, however, extensive rent reduc¬ 
tion operation on account of the general fall in the level 
of prices between the years 1937 to 1941 as a result 
of which the rents were reduced by roughly 25% and 
a proportionate reduction was made in the revenue 
demands. Similarly suo moto reduction to this extent 
was made in the rents payable in the Government estates. 
There has been no further enhancement on account of 
the rise in prices of the staple food crops during and 
after the War, 

3. Brief history of Land Reforms .—The most important 
measures of Land Reforms passed in this State is for 
Abolition of the Zamindari system and is called the 


Bihar Land Reforms Act, 1950. The object of this legis¬ 
lation is to take over all rent receiving interests in the 
State so as to establish direct relationship between 
Government and the cultivators. All waste land, forests 
and mineral rights which at present belong to the land¬ 
lords will, on the notification of the Zamindaris, vest in 
the State of Bihar. The total gross income of all Zamin- 
daris in the State of Bihar comes to about Rs. 16 crores. 
It is, however, estimated that the annual revenue will 
increase at the rate of Rs. 5 lakhs per year. The total 
compensation payable to the landlords is of the order of 
about Rs. 158-24 crores and the compensation will be 
given in the shape of negotiable bond which will be 
redeemed within a period of 40 years. The bonds will 
carry interest at 24 per cent per annum. The Zamindari 
Abolition scheme has been drawn up as a self-liqumating 
one and the annual interests on the bonds as well as 
the instalments will be paid out of the revenues. A 
statement showing how the Abolition of the Zamindari 
system will affect the financial position of the State till 
the bonds are redeemed is given b^low ; — 


Loss of Re- 





Year 




Revenue 

Receipts 

venue Cess 
and cost of 
management 

Cost of im¬ 
provement 

Payment of 
instalment 

Interest 
on bonds 

Total debit 

Balance 




1 




2 

3 

4 

5 

6 

7 

8 

1 






. 

16.05 

V 77 

2*00 

3-95 

3-95 

17-67 

-1-62 

2 







16’ 10 

I'll 

2*00 

3’95 

3-85 

17*57 

-i *47 

3 







16’ 15 

7*77 

2*00 

3*95 

3-75 

0*47 

- i *32 

4 







16-20 

I'll 

2*00 

3*95 

3-65 

* 7*37 


10 







16-50 

I'll 

2*00 

3’95 

3-06 

16-78 

—1*28 

11 







16-55 

I'll 

2*00 

3*95 

2-96 

16-68 

—13 

12 




* 



16-60 

Til 

2-00 

3-95 

2-86 

16-58 

+ • 02 

4° 


• 

„ 

■ 


• 

18* 00 

I'll 

2*00 

3*95 

•09 

13*81 

+4.19 


15—I T, E. Com, (N. D.) (55), 














no 


It will appear that for the first eleven years the State 
Government will be faced with deficit but this will be 
wiped out during the succeeding years. 

This estimate may, however, be taken to be only 
provisional, as Bihar being permanently settled State 
accurate statistics regarding the income of estates and 
tenures are not available. There will be a surplus from 
the 12th year and in the 40t.h year when the compensa¬ 
tion bonds will be redeemed the surplus will be of the 
order of Rs. 4* 19 crores. The other tenancy reforms which 
have recently been adopted in the State relate to con¬ 
ferring greater rights on tenants in the lands in their 
occupation, including trees standing on such lands, and 
rights to fisheries. But these are not likely to have any 
appreciable effect on the revenues of the temporarily 
settled and Government estates. As regards the perma¬ 
nently settled estates their Revenue is already fixed and 
so the tenancy reforms measures will have no effect on 
the land revenue payable by them. In accordance with 
the recommendation of the Planning Commission the 
State Government are taking steps for introducing land 
reforms measures on the following lines : — 

(a) To fix the ceiling of holding at 30 acres and to 
introduce a land management legislation so as 
to ensure that the area in excess of 30 acres 
is cultivated according to certain standards of 
scientific cultivation, that the wages of agricul¬ 
tural labourers and their housing conditions 
conform to standards fixed by Government 
In case the owners of the land fail to conform 
to these standards, the proposal is that the land 
in excess of 30 acres will be taken over tempo¬ 
rarily for management by Government. 

(b) The State Government are also considering the 
question of introducing co-operative farming and 
measures for consolidation of holdings. It is yet 
too early to say as to what effect precisely these 
measures will have on the land revenue demand, 
but on the whole it is expected that the land 
revenue demand will not be very greatly reduced 
as a result of these measures. 

Land Revenue System 

4. There is no Rand Revenue code in Bihar. The 
permanently settled estates have to pay the fixed revenue 
generally in 4 instalments during a year. This is govern¬ 
ed by the Permanent Settlement Regulation I of 1793. If 
any estate fails to pay land revenue for a particular feist 
that is to latest date of payment, it is advertised for 
sale on a date which shall not be less than 30 clear days 
from the date on which the notification of sale is affixed 
in the office of the Collector and that of the District 
Judge. In case of a sale notification in regard to an 
estate or share of an estate of which the land revenue 
exceeds Rs. 500 the sale notification has to be published 
in the official gazette. The procedure is regulated by the 
Bengal Rand Revenue Act XI of 1859 and the rules 
prescribed in the Sale Raw Manual. In order to ensure 
that adequate steps are taken for the realisation of 
Government revenue from proprietors, it is necessary that 
each proprietor of shareholder of an estate should get 
his name entered in the Collector’s Register D and so 
long as this is not done the transferee of an estate is 
debarred from suing the Raiyats or tenure-holders for 
arrears of rent. The Collector may also impose a penalty 
on a proprietor or co-sharer if an estate, if he fails 
to apply for the mutation of his name in the Collector’s 
Register D within six months of his succeeding to the 
proprietary interest. This is provided by the Bengal Rand 
Registration Act VII of 1876. Each estate is called a 
Tauzi and the procedure for maintenance of Tauzi 
Ledgers and preparation of returns of collection of land 
revenue are regulated in accordance with the rules 
framed in the Tauzi Manual. 

The settlement of temporary estates which is done 
generally at intervals of every 30 years is regulated by 
the Bengal Regulation VII of 1822. The rules for deter¬ 
mining the assets of the estate and for fixing the land 
revenue demands have been prescribed in the Survey 
and Settlement Manual. 

The procedure for management of Government estates 
has been prescribed in the Bihar Government Estates 
Manual, 1953 (Chapter I of Government Estates Manual). 

The rents payable by the Raiyats have' been fixed 
during the Survey and Settlement proceedings subject 
to the reductions effected during 1937 to 1941 on account 
of the fall in the prices of staple food crops. The hats, 
bazars, fisheries, etc., are settled on the principle of the 
highest bid by the Collector of the district. An Attempt 
is made for direct realisation of rent from the Raiyats, 
and on their failure to do so proceedings are instituted 
under the Bihar Public Demands Recovery Act, 1914. 

Principles of Land Revenue Settlement 

5. The Chief object of a settlement of land revenue 
may be defined to be the determination of the amount 
of revenue payable by proprietors, tenure-holders or 
raiyats directly to Government whether under the de¬ 
nomination of revenue or rent. As has been previously 


stated over 90 per cent of the area in Bihar is perma¬ 
nently settled. The remaining area falls into two classes 
viz., (1) those which are temporarily settled under Regu¬ 
lation VII of 1882, and (2) Government estates. The 
procedure for settlement of land revenue in such cases 
has been described in Chapter XXXVII and XXXVIII 
to XXXIX of the Bihar and Orissa Survey and Settle¬ 
ment Manual, 1927. 

In settling the land revenue of the temporarily settled 
estates, the following assets are taken into considera¬ 
tion : — 

(1) Rents payable by the raiyats to proprietors or 
tenure-holders. 

(2) Fair rent assessed on land held in direct posses¬ 
sion by tenure-holders, if any. 

(3) The annual value fixed by the Settlement Officer 
of land held by the proprietor in direct posses¬ 
sion, if any. 

(4) Miscellaneous items of income (sair) such as 
jalkar, falkar, hats, dues, etc. 

Mineral rights are excluded from the settlement. 

Out of the assets the following deductions will have 
to be made: — 

(1) Cost of repairs of embankments and maintenance 
of patwari and the like. 

(2) Liability for the maintenance of the village 
Police either in cash or by setting apart some 
lands. 

In estates which are not the property of Government, 
other than the resumed estates, the land revenue demand 
after making the above allowance is fixed by Govern¬ 
ment in such proportion as they deem fair. In resumed 
estates and in the settlement of alluvial accretions, an 
allowance of 30% is to be left to the landlord after the 
above deductions. 

In Government estates where there is a tenure-holder, 
who is entitled to resettlement, the land revenue demand 
will be fixed in accordance with the terms of the agree¬ 
ment. In other cases where there is no such tenure-holder, 
the fair rent will be assessed on the tenantry. 

In Government estates settled with farmer or in an 
estate let in farm in consequence of the refusal of the 
proprietor to accept settlement, the land revenue demand 
is to be calculated as follows : — 

From the rent fixed as payable by the tenants will 
be deducted such collection expenses as the 
Settlement Officer thinks it reasonable to allow. 
In the absence of special considerations an 
allowance of ten per cent will generally be found 
a good standard but this rate must not be 
allowed to become stereotyped. Each case must 
be considered on its own merits. The size of 
the area farmed, and the number of tenants will 
always be important factors ; special difficulties 
of management or collection may, indicate a 
higher allowance and on the other hand the 
existence of any considerable bakasht area or 
of miscellaneous assets of a lawful character 
which are not included in the jamabandi will 
suggest a reduction of the total allowance. 

Where necessary, further allowances should be made 
for embankment repairs and other special ex¬ 
penses. 

(PP. 205-206 of Bihar and Orissa Survey and Settle¬ 
ment Manual.) 

The improvement ejected by the proprietors of tempo¬ 
rarily settled estate or farmers of Government estates 
are not. taken into account and are exempted from, assess¬ 
ment at the time when the land revenue is settled afresh. 

In the case of temporarily settled estates where it is 
considered inexpedient to renew the settlement with the 
proprietor, he is given an allowance which is called 
Malikana. This is not less than 50% of the net amount 
realised by Government from the lands and does not 
ordinarily exceed 10% except under the special sanction 
by Government. The period of settlement has to be fixed 
by the Collector, the Commissioner or Board of Revenue 
according to the revenue demand, but it is usually 30 
years. The question as to what is fair and equitable 
rent has been the subject of considerable controversy 
but the position which is now generally accepted has 
been summed up as follows by Mr. J. Reid, I. C. S., who 
had long experience of revenue work in the Lower 
Provinces : — 

“The question what is ‘a fair and equitable rent* 
is not one which is easy to answer. It is evident, 
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however, that it is not the highest rent which 
the lands would fetch in open competition. An 
occupancy raiyat has a substantive interest 
in his tenancy and his rights as regards the fair 
and equitable rent payable for his holdings are 
not regulated by contract or competition. What 
is an equitable or a fair rent may, however, be 
said to depend on the value of produce and the 
cost of production. The value of staple of foods 
has risen enormously during the last twenty 
years, and where the rents are payable in cash 
the fact, in the absence of reasons to the cont¬ 
rary, is a reasonable ground for enhancement. 
A former Deputy Commissioner of Ranchi 
(Mr. Power) settled rents in various parts of 
the district at the rate of one-eighth assessment 
of the gross value of the produce in average 
years. The settlements related to ordinary raiyati 
holdings and appear to have been accepted as 
satisfactory by both parties ; but it is evident 
that the determination of the produce is a diffi¬ 
cult matter, and unless local enquiry can be 
made, or reliable crop cutting statistics are avail¬ 
able as a guide, the result is not likely to be 
accurate. Enquiries of this nature cannot be 
delegated to subordinates, amins, etc. The fact 
that a raiyat holds at lower rates than other 
raiyats of the village would appear to be a good 
ground for enhancement, unless there are special 
reasons to the contrary. 

Special reasons for assessing high rates are natural 
facilities for irrigation, or improvements made 
at the expense of the landlord, which result in 
increase of production, proximity to markets 
and the like. The difficulties attending settle¬ 
ment of fair rents in Chota Nagpur are, however, 
not so much connected with questions of en¬ 
hancements as with the question of assessing 
rents on excess areas. Throughout the greater 
part of the division fresh reclamations are still 
going on ; and, as the lands are reclaimed they 
are included within the raiyat’s tenancies, fre¬ 
quently without any addition to the rent being 
made. Owing to the lack of accurate survey 
records or other zamindari books of accounts, 
inefficient management or the dishonesty of 
servants and other causes, zamindars have fre¬ 
quently failed to assess excess areas to rent for 
long periods, though they are no doubt entitled 
both by law and custom to do so. It has been 
found, for instance, in some parts of Singhbhum 
that excess areas amounting to one half or even 
three-fourths of the whole areas cultivated by 
the tenants of some villages, have been left 
unassessed to rent for periods varying from ten 
to twenty years, The problem is to adjust the 
rents in such cases’*, (p, 103-104 of Reid’s C.N.T. 
Act). 

Survey Settlement 

6. The following statement will show the dates of the 
original settlement and of revisional settlement of diffe¬ 
rent districts in Bihar. 


Seria] 

No. 

Districts 

Date of origi¬ 
nal settle¬ 
ment 

operations 

Date of revi 
sional settle* 
ment 
operation 

1 

2 

~ 3 

4 

1 

Patna ..... 

1907-1912 


2 

Gaya . . . # 

1911.1918 


3 

Shahabad .... 

1907-1916 


4 

Saran ..... 

1823-1901 

1915-1921 

5 

Champaran .... 

1892-1899 

1918-1919 

6 

Muzaffarpur 

1892-1899 


7 

Darbhanga 

1896-1908 


8 

B hagai pur .... 

1902-1910 


9 

Monghyr (North and South) 

1905-1912 


10 

Purnea . . ♦ 

1901-1908 


11 

Santhal Parganas . 

1873-1879 

1888-1894 

12 

Ranchi .... 

1902-1910 

1898-1910 

13 

Hazaribagh .... 

1908-1915 

1927-1935 

14 

Manbhum Parganas Baraham- 
bhum and Patkum. 

Rest of districts 

1907-1912 

1918-1925 



* 2 3 4 

15 Singhbhum— 

Kolhan ..... 1897 

For ah at .... 1900-1907 

Dhalbhum .... 1906-1911 1 934- 1 938 

16 Palamau «... 1913-1920 

In many of the districts revisional settlement has been 
long over due, but could not be taken up earlier on 
account of (1) intervention of World War II, and (2) 
shortage of administrative personnel. 

The shortage of administrative personnel has been 
further accentuated on account of the fact that a large 
number of officers have been employed in connection 
with the Zamindari Abolition Schemes and other Deve¬ 
lopment Schemes. The State has so far taken up major 
revisional settlement in one district and an attempt is 
being made to strengthen the administrative cadre so 
that the programme of survey and settlement may be 
accelerated in future. Meanwhile, on account of the fact 
that the survey and settlement records have gone out 
of date there will be of little use for decision of land 
disputes. It is true that there is considerable disparity 
in the rates of rents, in the different districts, in conse¬ 
quence of the fact that the rent settlements took place 
at different times. This problem can, however, be tackled 
only when there has been a revisional survey and settle¬ 
ment of the different districts and rents are settled afresh. 
But as has been stated above, this will depend upon the 
speed with which an administrative personnel can be 
built up, 

Compensation for Acquisition of Zamindari 

7. The total compensation payable for the zamindaris 
in this State has been estimated at Rs. 158-24 crores and 
can be broken up into Zamindaris of different income 
groups as in the statement below : — 

Sr. Income groups Estimated Net income Compensa- 

No. gross alter dedu- tion pay- 

income cting agri- able on 
cultural the basis 
income tax of the net 

at new :ates income 
and no dedu- shown in 
ctions under Column 4 

sections 
23(f) of the 


Act. 

1 2 

3 

4 

5 

T. Up to Rs, 5 ,ooo , 

9*i3 

6.82 

122.76 

2. Exceeding Rs. 5,000 but 
not exceeding Rs. 20,000 

2.22 

1.46 

16,06 

3. Exceeding Rs. 2,0000 but 
not exceeding Rs. 50,000 

1-32 

*85 

7-65 

4. Exceeding Rs. 50,000 

3-33 

2.03 

n.77 




158.24 


The compensation will be paid in negotiable bonds 
which will be redeemable in annual equal instalments 
as mentioned before. The annual instalments and interest 
will be paid out of the revenues of the State and the 
financial position from year to year has been explained 
in paragraph 3. It is intended that the bonds will be 
issued by the Reserve Bank of India and the debts 
services will be run by them. 

Financial implication of other Land Reforms measures 

8. As has been explained in paragraph 3, the State 
is considering the adoption of measures for introduction 
of co-operative farming and consolidation of holdings. It 
is yet too early to say how these measures will affect the 
income of Government from land revenue but it is not 
likely that the land revenue position of the State will 
be affected to any appreciable extent as a result of these 
measures. 

9. Alienation of land revenue .—Alienation or assign¬ 
ment of land revenue is governed by the policy laid down 
by the Government of India in their letter No. 2-369-14, 
dated the 16th July, 1898 (p. 176 of Tauzi Manual). Land 
Revenue is, however, now completely a State subject 
and therefore the power of alienation vests in the State 
Government. As a matter of fact land revenue is 
alienated only When settlements are made for charitable 
purposes, for instance, settlements for schools, hospitals, 
etc. But even in such cases nominal rent is charged. 
Where land is acquired under the Land Acquisition Act 
for Companies and public corporations, the capital value 
of the land revenue is realised. The total amount of land 
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revenue assigned or alienated by Government in favour 
of grantees in the districts of Darbhanga and Monghyr 
up to the end of the year 1952-53 is furnished below : — 

For pur¬ 
poses otner 

Name of Districts Area Amount than main- 

of Land tenance of 
Revenue public 
servants 
Rs. 

Monghyr . ... 17-046 1,147 

Darbhanga . . . (not reported) 5,050 

“rue procedure for suspension and remission of land 
revenue is as follows : — 

At the first instance the land revenue is only suspended 
nnct remission is granted only when it appears that 
realisation of the suspended revenue will be inadmissible. 
In the case of the permanently settled estates suspension 
and remission of land revenue is granted only on agree¬ 
ment on the part of the Landlords that they will suspend 
and remit the rents of the Raiyats in the same proportion 
as Government grants them suspension and remission 
of revenue. The following figures would show the amount 
or remission of land revenue granted during the last 
three years :—■ 

Rs. 

1948 - 49 .7>774 

1949- 50.10,254 

1 95°"5 1 ... .9,343 

The maximum scale of relief is laid down in the Bihar 
Tauzi Manual (Chapter II, Section XX) which is not to 
be exceeded except in special cases as follows:— 

Normal outturn 100 Degrees of re¬ 

lief, 

per cent. 

Forty per cent, and less than 50 per cent, of the year’s 25 

normal crops. 

Twenty-five per cent, and less than 40 per cent, of the 50 

year’s normal crops. 

Less than 25 per cent, of the year’s normal crops . 100 

This is based on Government of India's Resolution 
No. 3-99-2, dated Calcutta, the 25th March, 1905. 

it. Local cess is levied at the rate of annas two per 
rupee on the annual value of estates. Besides this, local 
cess is levied at one anna per rupee on the annual rent 
profits from the mines, quarries (other than coal-mines) 
and from tramways and other immovable properties 
since 1952-53. Cess on coal and coke is levied on the basis 
of despatches subject to a maximum of 3 annas 6 pies 
per toil. The actual rate is fixed in consultation with the 
Government of India, Ministry of Production. The 
revenue derived from local cess in each district is 
credited to the District Fund (i.e., the revenues of the 
District Board). No allocation is directly made by Govern¬ 
ment to particular projects and the District Boards are 
free to decide the manner in which they propose to 
utilize the revenue. The position regarding demand and 
collection of local cess during 1949-50 was as follows : — 


Demand 


Arrear 

Current 

Total 

Rs. 

82,07,258 

Rs. 

1,47,72,202 

Rs. 

8,29,79,46° 


Collections 


Arrear 

Current 

Total 

Rs. 

35 > 54>°°4 

Rs. 

81,74,417 

Rs. 

1,17,28,421 

Remission 

Balance 


Rs. 

43.9 80 

Rs. 

*>05,63,622 



Percentage of collection on current demand—79*32 per 
cent, vide Appendix XVIII at page 52 of the Land 
Revenue Administration Report for 1949-50. 

It will be seen that the position of collection of cess 
revenue has not been very satisfactory, but this to a 
great extent is due to the fact that though the rental 
income of certain estates was very greatly reduced as a 
result of commutation of produce rents into cash, their 
cess assessment stands at the same old figure. Cess 
revaluation could not be affected earlier on account of 
administrative difficulty, but steps have now been taken 
for revaluation of cess by a simplified procedure for 
which a separate legislation is being undertaken. The 
pending Abolition of Zamindaris system also contributed 
to the reluctance on the part of the landlords in satisfy¬ 
ing their cess demands. 


12. Assessment for non-agricultural uses of land .—The 
revenue of the permanently settled estates cannot be 
altered even if agricultural lands are converted to non- 
agricultural uses. The number of temporarily settled 
estates is very small, but the revenue is reassessed at the 
time of fresh settlement, but as a matter of fact there 
has been very little development in these estates. In the 
case of Government estates, however, special care is taken 
to see that lands which are used for non-agricultural 
purposes pay their fair share of rent. The District Officers 
have for this purpose to mark off clearly on the cadastral 
maps the limits of probable urban development of any 
town or village which appears likely to develope into 
a town, adjoining which are Khas Mahal lands. The 
settlement of land within the area so marked is regulated 
by special rules the object of which is to ensure an 
adequate revenue to Government from the urban de¬ 
velopment (Rule 15 of Government Estate Manual). 

All settlements of lands in urban areas are made with 
the approval of Government. 

The previous practice was to fix the rates of rent and 
Salami for urban lands in accordance with the situation 
and value of the land and the prevailing market price. 
(Salami means a lump sum payment which is taken at 
the time of settlement of land, apart from the annual 
rent). Since this year, however, the following principles 
have been adopted for the settlement of urban lands so 
as to ensure an adequate revenue to Government con¬ 
sistent with allotment of land on an equitable basis ; — 

The urban lands are marked into three blocks, viz . (1) 
for commercial purposes, (2) for residential purpose of 
higher income groups, (3) for residential purpose of lower 
income groups. In the area earmarked for commercial 
leases the settlement is made by auction according to 
the highest bid, in the residential area of higher income 
groups settlement is to be made on the basis of higher 
standard, in the residential area for lower income groups 
Government will fix the fair rate of rent and Salami 
and an allotment will be made on consideration of rela¬ 
tive urgency for owning a house by a particular appli¬ 
cant. 

Revenue Administrative Machinery 

13. Prior to the introduction of Zamindari Abolition 
Scheme this State had no rural administrative machinery 
except in the few Government estates. The State was 
divided into districts and sub-divisions there being a 
Collector in charge of a district and a Sub-divisional 
Officer-in-charge of a sub-division. The revenue adminis¬ 
tration actually stopped at the Sub-divisional level and 
did not infiltrate lower down into the villages. This 
system therefore has to be appreciably changed for a 
rayatwari system of revenue administration. For the 
administration of acquired zamindaris and for collection 
of agricultural statistics and other revenue work the 
following machinery has, for the present, been set up : — 

There is one village official called the village Karam- 
chari, who has been placed in charge of about 10 to 12 
villages where there is collection of rent, and where there 
is no collection of rent a Karamchari is placed in charge 
of about 20 villages. Altogether there are about 29,900 
Karamcharis. The whole estate was previously divided 
into 200 Circles and it was intended that one gazetted 
officer, called the Circle Officer, would be placed in 
charge of the Circle and would be assisted by a non- 
gazetted officer, called the Circle Inspector. At present 
there are 129 Circle Officers. It was, however, found 
that in Circles where there is heavy rent collection, one 
Circle Inspector was not adequate for supervising the 
work of Karamcharis and accordingly an additional 
Circle Inspector will have to be appointed. There are 
at present some 240 Circle Inspectors. The experience of 
the administration of the estates during the last 14 years 
has, however, shown that one Karamchari cannot manage 
rent collection and other revenue duties in 10 to 12 
villages. Further in accordance with the recommenda¬ 
tion of the Planning Commission the State Government 
have been considering the question of having one com¬ 
mon village agency both for revenue work as well as 
for other developmental duties, such as carrying on agri¬ 
cultural extension services, etc. It is, therefore, consi¬ 
dered necessary that Karamchari should not be placed 
in charge of more than 5 villages on the average. 

He will then be in charge of not only rent collection 
but supervision of local improvement works, carrying on 
agricultural extension services, collection of agricultural 
statistics and other similar duties. 

Experience has also shown that in order that a gazetted 
officer may exercise adequate supervision over the village 
staff and carry on his developmental duties as well as 
supervision of Gram Panchayats, he will have to be 
placed in charge of an area not exceeding on an average 
the jurisdiction of a Police-Station. On this basis it is 
estimated that the State will have to be divided into 
400 Circles each in charge of a Circle Officer. For the 
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present the administrative staff on this basis has been 
worked out for four districts, viz., Darbhanga, Mon- 
ghyr, Gaya and Hazaribagh where all the Zamindaris 
are proposed to be acquired in the near future. The 
administrative cost in relation to the total income ex¬ 
pected from the Zamindaris of these districts works 
out as follows:— 


Total ex- Total ex- Percentage ex- 


SI. 

No. Name of districts 

penditure 
over L. R. 
Administra¬ 
tion 

penditure 
on Gross 
Rental 

penditure 
on Rental 

I 2 

3 

4 

5 

I. Darbhanga . 

Rs. 

14,18,400 

Rs. 

I )° 5 > 2 3 » 1 5 ° 

Rs. 

1348 

2 . Monghyr 

15,36,240 

3,00,00,000 

512 

3. Gaya . 

25 > 57>°30 

2,00,00,000 

1279 

4. Hazaribagh . 

24,26,570 

8 5 > 56 > 4 6 9 

28-36 


The scheme is, however, pending further scrutiny and 
approval of Government. 

In the districts of Singhbhum and Santhal Paraganas 
and in parts of Hazaribagh and Manbhum the system 
of village headmen is still in vogue. The rents from the 
cultivators in these areas are collected by the village 
headmen who deposit the same with the landlord or with 
Government as the case may be. It has been found 
that existing system of village headmen is liable 
to abuse specially where the office is hereditary. 
The State Government are contemplating whether 
this system should not be gradually replaced by 
the introduction of Gram Panchayats to be consti¬ 
tuted under Bihar Gram Panchayat Raj Act, 1947. 
The policy of the State Government is gradually to en¬ 
courage village management through Gram Panchayats 
and legal provision to this effect has been made in sec¬ 
tion 13 of the Bihar Land Reforms Act, 1950. As an 
experimental measure the State Government have 
decided to make over the collection of rent, management 
of village common lands, supervision of small improve¬ 
ment works and similar duties to 224 Gram Panchayats 
throughout the State. 

14. Provision for an appeal to judicial or semi-judicial 
authorify .—Under the Bihar and Orissa Survey and 
Settlement Manual all orders passed by any authority 
regarding settlement of revenue will be open to appeal 
according to law and to revision by superior authority 
or without petition unless such provision by executive 
authority is barred by law. An order for settlement of 
land revenue under Regulation VII of 1882 passed by a 
Collector or Commissioner is subject to an appeal to the 
Board of Revenue vide section 29 of Regulation VII of 
1882. In the proceedings for assessment of fair rent under 
the Bihar Tenancy Act an appeal lies to the District 
Judge where fair rents are settled under section 105 of 


the Bihar Tenancy Act. In the course of Survey and 
Settlement proceedings, an appeal lies to a Special Judge 
to be appointed for the purpose. An appeal against an 
order of the Deputy Commissioner under section 29 of 
the Chota Nagpur Tenancy Act ordering an enhance¬ 
ment of rent lies to the Judicial Commissioner. An order 
of a Revenue Officer fixing fair rent during the course of 
Survey and Settlement under section 85 of the Chota 
Nagpur Tenancy Act is subject to an appeal to the 
Settlement Officer and the Divisional Commissioner. 

15, Revenue Collection and Arrears.—The position of 
arrears of cess in recent years has been dealt with in 
paragraph 11. As regards arrears of land revenue the 
position is more satisfactory as the Permanently settled 
estates as also the temporarily settled estates have to 
be put up to auction on their failure to pay a particular 
instalment except where exemption is granted on the 
ground of “scarcity” and other reasons. During 1949-50 
the revenue collected in the permanently settled estates 
was 92-96 per cent, of the total demand. In the tempo¬ 
rarily settled estates, the collection during that year was 
68-01 per cent of the total demand. In the case of the 
temporarily settled estates many of which are situated 
in the Diara areas, it becomes necessary to grant remis¬ 
sion from time to time on account of diluvial and other 
causes. In the Government estates the collection during 
1949-50 was 72-48 per cent of the total demand. In the 
case of these Khasmahal estates rent has to be collected 
from the individual cultivators and on their failure to 
do so the amounts have to be realised under the Public 
Demands Recovery Act by distraint of movables and 
other properties and if necessary, by sale of the holdings 
but generally the latter course is avoided. The collection 
of rent in the Government estates since 1948-49 has been 
hampered on account of periodical floods, scarcity and 
other natural calamities as a result of which the eco¬ 
nomic position of the tenantry over large areas received 
a set back. 

16. Revenue collection in acquired Zamindaris .—As has 
been stated above the most important land reforms 
measure’introduced in this State is the Zamindari Aboli¬ 
tion Scheme. The success of this scheme will depend to 
a great extent on the ability to collect rents from the 
raiyats. The collection of rent during 1952-53 from the 
acquired zamindaris was ver}' greatly hampered due to 
the fact that the zamindars failed to make over their 
collection papers and village records. In most cases the 
collection had to be made on the basis of very meagre 
information and improvised rent rolls. The total collect¬ 
able cash rental of the acquired zamindaris during 
1952-53 was Rs. 3,14,19,109 out of which the Government 
even on the basis of meagre records actually succeeded 
in collecting Rs. 1,29,60,785. Besides a good portion of 
the rental due to Government had already been collected 
by the outgoing landlords. The experience of last year 
goes to show that provided proper efforts are made, 
collection of rent from individual raiyats will not present 
much difficulty, and there is nothing to fear the collec¬ 
tion of revenue will not be efficient after Zamindari 
Abolition. 

ENT A 


Statement showing the total Revenue of the State of Bihar and the land Revenue demand 

____ (Fig ures in thousands of rupees) 

Total Revenue Total Tax Total Land Percentage of 
Year Receipts of Revenue of Revenue Land Revenue 

the State . the State Demand to total Tax 

Revenue 
(III4- ioo) 


II 


I 937 - 3 8 
I93 8 '39 
i 939’4° 

1940- 41 

1941- 42 

1942- 43 

1943- 44 

1944 - 45 

1945- 46 

1946- 47 

1947- 48 

1948- 49 

1949- 50 

1950- 5! 


2 3 4 


5,03,27 

3,80,79 

I ,40.08 

36-7 

5.23.83 

3,77,45 

i >39^9 

36-9 

5.47=80 

3,77,09 

1 >37*93 

36-5 

6,17.79 

4,05,21 

L37>°9 

33-8 

6,55.21 

4,10,04 

1,36,54 

33‘2 

7,5i,50 

4,39,54 

1,36,50 

3**o 

10,31,48 

6,04,57 

1,34,49 

22’ 2 

12,75,26 

7,74,88 

1,32,17 

17*0 

15,24,41 

9,47,02 

1,29,75 

*3’7 

16,29,15 

10,27,72 

1,28,85 

12*5 

18,49,54 

10,41,52 

1 >29,85 

12*4 

23,09,19 

12,45,12 

1 >34*50 

10* 8 

25.94,89 

14,67,91 

1,36,20 

9’ 2 

28,96,53 

16,38,88 

1,40,16 

8-5 
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STATEMENT B 


Statement showing the different kinds of agriculture holdings in the Slate of Bihar , distristwice 





Number of the holdings as given in the last Survey and Settlement operations of the District 

Name of the District 



Zirat 

Malik 

Bakast 
Malik but 
not Zirat 

Raiyats at Occupancy 
Tenure- fixed rent or settled 
holders of rates raiyats 

Non- 

occupancy Rent-free 
raiyats holdings 

Total 

i 



2 

3 

4 

5 

6 

7 

8 

9 

Patna 



28 

24,072 

8,506 

3,359 

522,089 

J, 5 fi 2 

26,559 

586,175 

Gaya 



127 

18,071 

14,169 

H ,735 

694,211 

5*337 

43*329 

789,979 

Shahabad 



320 

25,841 

9,622 

97,534 

464,919 

5 ;>I 7 

3 a , 5°6 

635,859 

Saran 



1,439 

20,076 

19,485 

3,685 

852,958 

2,4 II 

97,804 

997,858 

Champaran , 

• » 


409 

I > 95 2 

9,899 

3,214 

336,149 

25*296 

H*^ 

39 i*o 59 

Muzaffarpur , * 

♦ * 


41,307 

45,149 

9,847 

32,075 

770,849 

20,278 

36,945 

956,450 

Darbhanoa . 



858 

4 t >,739 

10,192 

4,725 

888,935 

6,153 

29,884 

981,486 

Bhagalpur , 



3.385 

7.308 

5,444 

951 

4 II *°43 

15,438 

io ,794 

454,363 

North Monghyr 



7 

14,820 

2,823 

666 

282,332 

9*904 

6,240 

316,792 

South Monghyr 

* . 

• 

858 

40,739 

10,192 

4,725 

888,935 

6,153 

29,884 

981,486 

Purnea , . # 

* 


116 

2,487 

47,149 

20,033 

450,351 

22,692 

11,664 

554*492 




48,854 241,254 1 

47,328 

185,702 

6,562,771 

120,341 

339*749 7 

,645,999 





Santhal Parganas 



Z ami iidar y 

Damin 

Total 


i, Ordinary Zamabandi (excluding headmen) 




316,054 

60,300 

376,354 


a. Private holdings of Pradhan 






9,169 

2,088 

11*257 


3. Official holdings of Pradhan 






4,236 

1,210 

5»446 


4* New Raiyats 

* 





♦ 

5,872 

588 

6,460 


5. Bakast Malik 

• 



* 


* 

1,344 


i *344 


6, Kamat 

• 



• 

‘ 

• 

477 


477 













Zirat 

Majhias Bakast 
Name of the District and Malik 

Betkheta 

Bhuinliari 

Pahni 

Mahloi Mundari Khunt- 
Dalika- Khunt- katti 

tari or katti 

Bhutkhcta 

Occu- 
Moka- pancy 
rari settled 
raiyat 

Occu¬ 
pancy Non 
raiyat occu- 
Dal- pancy 

kahlkar 

Makan 

bari 

Service Rent 
Tenure Free 

Grand 

Total 

1 2 

3 

4 

5 

6 

7 

8 

9 IO 

11 

12 13 

T 4 

Ranchi . . 11,562 

22,021 

43,25 

6 21,101 432 

281 

297,825 

M 35 

4,404 

9.437 520 

4 H *974 

Manbhum . , 48,920 

(includ¬ 

ing 

Bakast). 



4^5 


266,415 

8,688 1,273 

3*225 

6 , 5'5 

335,45 1 

Palamau * ♦ 331 

22,157 

11 

31a 

•* 


134*635 28,995 4,582 

4,222 

9*747 •■ 

205,192 

Hazariragii . * 1,502 

31,866 


3 i 

3*263 

.. 207,599 26,752 5,335 1 

3,632 * 

7,381 

307,361 

62,315 

76,044 

43.267 

21,444 

4,110 

281 906,674 64,435 12,325 25 » 4 8 3 43,o8o 520 













MEMORANDUM IV 

Notes on Individual Taxes 


The notes on individual taxes and answers to questions 
relating to those taxes have been furnished in batches 
in this memorandum. 

2. Sales tax, Agricultural Income-tax, Entertainment- 
tax, electricity tax, tax on sale of motor spirit and tax 
on goods and passengers carried by road are admi¬ 
nistered by a common agency, namely, the Com¬ 
mercial Taxes Department and the notes in res¬ 
pect of these taxes form the first batch. State excises 
are administered by an Excise Commissioner and the 
notes on State Excise form the second batch, Land Re¬ 
venue (answers to questions only) form the third 
batch. Stamp Duties and Court Fees are allied sub¬ 
jects and the notes thereon form the fourth batch. 
Land cesses, taxes on vehicles other than Motor ve¬ 
hicles and local taxes relate to sphere of local bodies 
and notes thereon form the fifth batch of the mem¬ 
orandum. Notes on Motor Vehicles Tax form the sixth 
batch. Irrigation rates, betterment levy and irrigation 
cess are included in the seventh batch of the memo¬ 
randum. 

3. Advertisement tax, betting tax and prize competi¬ 
tion tax are non-existent in this State and no notes are 
being furnished on them. 

A. —Note on taxes administered by the Commercial 
Taxes Department 
Section I. —Factual Background 

The Commercial Taxes Department administers the 
following taxation statutes in this State : — 

(i) The Bihar Motor Spirit (Taxation on Sales) Act, 
1939 ; 

(ii) The Bihar Sales Tax Act, 1947 ; 

(Hi) The Bihar Agricultural Income-tax Act, 1948 ; 

(if) The Bihar Entertainments Tax Act, 1948 ; 

(v) The Bihar Electricity Duty \ct, 1948 ; and 

(ui) Part III of the Bihar Finance Act, 1950 (Tax on 
Passengers and Goods carried by Public Service 
Motor vehicles). 

1. Summary of the main features of the Acts and 
Amendments thereto 

Sales Tax Act —Sales Tax, as a single point tax, was 
first levied in this State with effect from the 1st October, 
1944 by enacting the Bihar Sales Tax Act, 1944. Under 
this Act, tax was levied on dealers whose gross turnover 
during the preceding financial year exceeded Rs. 5,000 
and the general rate of tax was three pies in the rupee. 
Sales to registered dealers of goods specified in his Certi¬ 
ficate of Registration, to Indian Stores Department, to 
the Supply Department of the Government^of India, to 
the Railways, etc., and to addresses outside the State, 
were exempted from the levy of the tax. This Act was 
replaced by the Bihar Sales Tax Act, 1947, with effect 
from the 1st July, 1947 when the taxable quantum was 
raised from Rs. 5,000 to Rs, 10,000. Exemption on sales 
made to the Indian Stores Department, to the Supply 
Department of the Government of India, the Railways, 
etc., and to addresses outside the State was withdrawn! 
The general rate of tax, however, remained at three pies 
in the rupee till the 1st October, 1948 when it was raised 
to six pies per rupee. A higher rate of tax, namely, nine 
pies in the rupee was fixed for certain non-essential or 
luxury goods with effect from the 1st October, 1949 and 
a lower rate of three pies on certain essential com¬ 
modities, like coal, cotton cloth, etc. The other main 
features of 1947 Act remained the same as that of the 
Act of 1944. 

Like its predecessor, the Bihar Sales Tax Act, 1947, 
provides for the levy of a single-point tax. It makes 
provision for the determination of a dealer’s liability to 
pay the tax, registration of such dealers and submission 
of returns by him. It then provides machinery for assess¬ 
ment and collection of the tax as also for filing of appeals 
and revisions and in some cases reference to the High 
Court on points of law. The Act requires a dealer to 
maintain a correct account of all his purchases and sales 
and provides for search of his business premises and the 
seizure of his accounts under certain circumstances. A 
dealer is also required to keep the local Sales Tax 
authority informed of any changes in the nature and 
composition of his business. Provision has been made for 
determination of disputes on certain matter, calling for 
evidence and for launching prosecution for any contra¬ 
vention of the Act The Bihar Sales Tax Rules, 1949, 
lay down the general procedure and machinery for 
compliance with the provision of the Act 

The first important amendment to the Bihar Sales Tax 
Act, 1947 was made by the Bihar Sales Tax (Amend¬ 
ment) Act, 1948. By this Act, among other consequential- 
amendments, a second proviso was added to section 


2 (g) of the Act whereby the definition of the word ‘sale* 
was considerably widened and all sales of goods produced 
or manufactured in the State were made liable to tax 
under the Act. A new proviso was also added to section 
5 of the Act, whereby dealers were given the option of 
compounding the tax payabLe by them on payment of 
a fixed fee. A provision for imposing penalty for the 
concealment of particulars of sales or for returning 
figures below the real amount was also made. A second 
important amendment was made by the Bihar Finance 
Act, 1951, whereby the second proviso added to section 
2 ( g ) was omitted and in its place an ‘Explanation’ was 
substituted with the object of making sale by non¬ 
resident dealers of goods delivered in this State for 
consumption assessable to tax under the Act. Apart from 
these amendments, several other amendments of a minor 
nature have also been made. 

The object of these amendments was to augment the 
revenue and to improve the working of the Act. 

Bihar Agricultural Income-tax Act —In this State, 
Agricultural income-tax began to be levied from Octo¬ 
ber, 1938 when the Bihar Agricultural Income-tax Act, 
1938, was first enacted. This Act remained in force till 
the 31st March, 1948. Under this Act, tax was levied 
on an assessee if his total agricultural income, namely, 
an income arrived at after allowing statutory deductions, 
exceeded Rs, 5 . 000 . The rates prescribed for computing 
the tax varied from six pies in the rupee to 30 pies for 
incomes falling under different slabs. 

In April, 1948, the Bihar Agricultural Income-tax Act, 
1938, was replaced by the Bihar Agricultural Income-tax 
Act, 1948. This Act fixed the maximum limit of non- 
taxable agricultural income at Rs. 3,500. With effect 
from the 1st April, 1949, however, the limit of non- 
taxable income was reduced to Rs. 3,000 and, in addi¬ 
tion to the tax levied at the prescribed rate, provision 
was also made for the levy of super-tax at prescribed 
rates on an assessee whose total income in the previous 
year exceeded Rs. 25,000. 

The Act sets out in detail the statutory deductions 
which an assessee is entitled to get from his gross agri¬ 
cultural income. Provision has also been made for sub¬ 
mission of return by an assessee and for making assess¬ 
ment on the basis of such return if the same is correct 
and complete or on the ‘best of judgment’ basis if it 
has not been filed or it is incorrect or otherwise un¬ 
reliable. Machinery for appeals and revisions has been 
provided and provision has also been made for making 
reference to the High Court on points of law arising in 
course of any proceeding under the Act. Subsidiary pro¬ 
visions for enforcing payment of tax and for furnishing 
informations, assessment of escaped income and other 
allied matters have also been made. 

The Act allows certain concessions to particular classes 
of assessees. For instance— 

(i) A trustee of a trust created before the 12th 
October, 1938 for public purposes of a charitable 
or religious nature is allowed to deduct from his 
income, so much of the income as is actually 
applied by him for the purposes of the trust; 

(ii) Muslim trusts of the nature referred to in sec¬ 
tion 3 of the Musalman Wakf Validating Act of 
1913 have been completely exempted from the 
operation of the Act ; 

(tii) In a Muslim trust, known as ‘Wakf-alal-aulad”, 
the share of each beneficiary and not the total 
income of the trust-property has been made 
liable to tax ; 

(iu) In the case of certain types of Hindu undivided 
family, the tax has to be computed in a manner 
that gives sufficient relief to the family. 

Rules have also been framed laying down the general 
procedure in regard to submission of returns, filing of 
appeals and revisions, refunds and other ancillary 
matters. Rates of depreciation for capital assets have also 
been prescribed under the Rules. 

The first important amendment in the Act was by the 
Bihar Finance Act, 1949. By this Act, the taxable quan¬ 
tum was reduced to Rs. 3,000 and provision for the 
levy of super-tax in addition to the usual tax was made 
for incomes exceeding Rs. 25,000. Some other minor 
amendments have also been made, but they have not 
effected either the system of levy or the yield of the tax. 

As is evident, these amendments were made to increase 
the yield from this tax. 

Bihar Motor Spirit (Taxation on Sales) Act, 1939.—The 
Act provides for the levy of tax at a rate not exceeding 
six annas per gallon on the retail sale of motor spirit 
It also makes provision for the registration of retaii 


ll 5 



ii6 


dealers and wholesale distributors as also of such non- 
rates on an assessee whose total income in the previous 
tion in this State. The Act also makes provision for 
prosecution for unauthorised sale of motor spirit, for 
the suspension or cancellation of Certificates of Registra¬ 
tion under certain circumstances and arrest of the person 
who contravenes any of the provisions under the Act. 
There is a special provision in the Act which provides 
for the confiscation of the motor spirit in respect of 
which any offence has been committed which is punish¬ 
able under the Act. Machinery for appeal and revision 
has also been provided in certain cases. 

An important amendment to section 7 of the Act was 
made by the Bihar Finance Act, 1952, whereby a non¬ 
resident person making a retail sale of motor spirit for 
consumption in this State was made liable to registra¬ 
tion under the Act. 

Bihar Entertainments Tax Act.—The Entertainments 
Duty was first imposed under the Eentertamments Duty 
Act, 1937. Under this Act, the rate of tax depended on 
the amount of admission fee and it varied between six 
pies and one rupee. This Act was replaced by the Bihar 
Entertainments Tax Act, 1948, which came into force 
with effect from the 1st October, 1948. The rate of tax 
was fixed at 25% of the admission fee with a surcharge 
of 25 per cent under the Bhiar Entertainments Duty 
(War Surcharge Amendment) Act, 1943. Entertainments 
Tax is, thus, being levied from the 1st October, 1948 
at about 33 per cent of the total face value of the tickets 
including the tax. The same rate is in force even at 
present. 

The Act provides for the registration of proprietors of 
entertainments, submission of returns by them and for 
their assessment. Machinery for appeals and revisions 
has also been provided. Certain classes of entertainments 
are also entitled to claim exemption. There has been 
no amendment of any particular importance affecting 
the main features of the Act. 

Bihar Electricity Duty Act, —This tax is being levied 
with effect from the 1st April, 1948. The Act provides, 
subject to the option of the State Government, for the 
levy of duty at a rate not exceeding one anna per unit 
of energy in respect of metered premises ; and for un¬ 
metered premises, the rate depends on the wattage of 
each lamp, and it varies from five annas to fifteen annas. 
The rate of duty per unit of energy consumed in metered 
premises was fixed by the State Government at six pies 
with effect from the 1st April, 1948. The rate has now 
been raised to nine pies per unit. 

The Act provides for exemption of energy consumed— 

(a) By the Central Government or sold to the Central 
Government for their consumption ; 

(b) In the construction, maintenance or operation of 
Railways ; 

(c) In the construction and maintenance of electrical 
undertakings by licences ; 

(d) In any mine or industrial undertaking ; and 

(e) In such other cases as the State Government may 
allow. 

The Act prescribes the manner in which the duty has 
to be paid and makes it obligatory on the part of asses- 
sees to maintain books of account and to submit returns 
in the prescribed form within the prescribed time. It also 
provides for the imposition of penalty for failure to 
submit return and failure to pay the duty. The Bihar 
Electricity Duty Rules, 1949, provide for the assessment 
of duty' and also prescribe the machinery for filing 
appeals and revisions against any order passed under 
the Act or the Rules. 

No amendment affecting the main feature of the Act 
has been made so far. 

Bihar Finance Act (Part III) 1950.—This Act provides 
for the levy of tax on Passengers and Goods carried by 
Public Service Motor vehicles at the rate of two annas 
in the rupee on all * fares and freights payable to owners 
of motor cabs, stage carriages, contract carriages or 
public carriers’. 

Necessary provision for the submission of returns, 
assessment and for the composition of the tax on the 
payment of a fixed fee has been made. In fact, in the 
case of taxi-cabs and public carriers, composition has 
already been effected and approved by the State Govern¬ 
ment. The Act requires owners of public service vehicles 
to get themselves registered under the Act. Necessary 
provision for imposition of penalty for failure to submit 
return or to pay the tax with the returns, has been made. 
Machinery for'appeals and revisions has also been pro¬ 
vided. 

Initially, there was much opposition to the tax by 
the transport owners and at one stage even its validity 
was questioned before the High Court. The latter, how¬ 
ever, declared the Act to be mtra vires . Since then the 
agitation against the tax has ceased, though full co-opera¬ 
tion from some of the transport owners is still lacking, 

Rules have also been framed for carrying out the pur¬ 
poses of the Act. 

2. Rates of levy etc. 

The rates of levy under the different Acts mentioned 
above, the changes made therein from time to time since 


the year 1946-47 and the effect of such changes on the 
revenue of the State, are shown in Appendix I. It is 
apparent that the rates had to be changed and the list 
of exempted goods had to be curtailed in order to supple¬ 
ment the State’s revenue for meeting increased expendi¬ 
ture during the Post-War period. Appendix II gives the 
changes in the exemption list under the Bihar Sales Tax 
Act with effect from the year 1946-47 upto date. 

3. Administrative set-up. 

The Commercial Taxes Department is under the ad¬ 
ministrative control of the Finance Department and the 
Commissioner of Commercial Taxes is the Head of the 
Department. There are two Deputy Commissioners, six 
Assistant Commissioners, a number of Superintendents. 
Assistant Superintendents and Inspectors of Commercial 
Taxes, who function at different stages of the adminis¬ 
trative machinery. 

The Commissioner, besides being the administrative 
head, enjoys statutory power to revise, on his own mo¬ 
tion, almost any order passed under the Acts mentioned 
above, by an officer appointed to assist him. The Deputy 
Commissioners function mainly as Appellate and Revi- 
sional authorities ; so do the Assistant Commissioners. 
The Superintendents and the Assistant Superintendents 
function mainly as the Assessing and the Collecting 
Officers and the Inspectors assist them in their assess¬ 
ment work ; but their main duty is to inspect the business 
premises of delars, to make enquiries entrusted to them 
and to report to the Superintendents for necessary action 
the cases of evasion of tax or other irregularities coming 
to their notice. 

The Assistant Commissioners, the Superintendents and 
the Assistant Superintendents belong to a separate cadre 
of the State Services known as the Bihar Finance 
Service, 

For the sake of administrative convenience, the whole 
State has been divided into four Divisions, each Division 
corresponding generally to a Commissioner’s Divi¬ 
sion. Each such Division has been further sub¬ 
divided into Circles and sub-circles. Formerly, each 
Division was incharge of an Assistant Commissioner of 
Commercial Taxes. But now in two of the Divisions, an 
Additional Assistant Commissioner has been posted due 
to the increase in the volume of administrative work and 
the number of appeals and miscellaneous revisions. A 
Circle is in the charge of a Superintendent, who is 
assisted by a number of Assistant Superintendents and a 
sub-circle is, likewise, in the charge of an Assistant 
Superintendent, known as the Assistant Superintendent 
incharge. Generally, all the assessment and collection 
work in respect of the Acts administered by the Depart¬ 
ment is done in the Circles and the sub-circles. 

Appeals against assessments by a Superintendent or 
an Assistant Superintendent under the Bihar Sales Tax 
Act and the Bihar Agricultural Income Tax Act lie 
before the Assistant Commissioners up to a certain 
monetary limit beyond which the appeals lie to the 
Deputy Commissioners. The Assistant Commissioners 
also function as the Appellate authority in regard to 
assessments made under other enactments administered 
by the Department Revisions of miscellaneous orders, 
other than assessment orders, also lie before the Assis¬ 
tant Commissioners. Revisions against the latter’s orders, 
either passed in appeal or in revision, lie before the 
Deputy Commissioners, except in the case of a revision 
under the Bihar Electricity Duty Act and the Motor 
Spirit (Taxation on Sales) Act, 1939, where the revisions 
lie before the Commissioner, The revision against the 
orders of the Commissioner and the Deputy Commis¬ 
sioners lie generally to the Board of Revenue, A 
reference to the High Court may be made against the 
Board’s order only on the points of law under the Bihar 
Sales Tax Act and the Bihar Agricultural Income-tax 
Act. 

As mentioned above, the machinery for assessment 
and collection is one and the same in this State. But, 
where the collection is not effected by the methods pres¬ 
cribed in the relevant Acts and the Rules, a recourse is 
taken to the provisions of the Public Demands Recovery 
Act and the collection is made through Certificate pro¬ 
ceedings. Experience has shown that this is a long-drawn 
process and a considerable amount of tax remains locked 
up in these proceedings throughout the State. 

4. Cost of Administration, etc. 

The cost of administration and collection of the afore¬ 
said taxes during the last few years has been the follow- 


ing : — 

Year 

Cost 

Rs. 

1946-47 

• • « * 

• . . 5,27,466 

1947.48 

• 4*4 

4 4 - 6,20,634 

1948.49 

* • f » 

• * * 8,l8,936 

1949*50 

• » ♦ • 

* . * I0,43,806 

1950-51 


4 • * 12 , 43,908 

1951-52 

..44 

14 , 50,840 

I 95 2 -53 


x 5 > 47>57 0 






In order to ensure the efficiency of administration and 
collection, constant supervision is exercised over the 
machinery of assessment and collection by the Commis¬ 
sioner, the Deputy Commissioners and the Assistant 
Commissioner, Vigorous steps have been taken to make 
assessments under all the Acts almost up-to-date, by 
clearing off the arrears. Frequent inspection of the Circles 
and the sub-circles is undertaken to ensure that appro¬ 
priate steps are taken in time for collecting the tax due 
where the same has not been stayed by an Appellate 
or Revisional authority. 

Where an assessee is not a habitual defaulter, reason¬ 
able facilities are offered in regard to the extension of 
time for payment of the assessed tax or grant of instal¬ 
ments. After an assessment is made, the assessee is 
usually served with a notice of demand and is given a 
reasonable time to pay the tax or to secure ‘stay orders* 
from the Appellate or Revisional authorities. It is only 
when he defaults and fails to secure a ‘stay order* that 
necessary action for enforcing the demand is taken 
against him. This is done either by imposing a penalty 
for non-payment after giving due warning or by sending 
a requisition to the Collector of the District for initiating 
a certificate proceeding. 

5. Receipts and Trends in Receipts etc. 

Appendix IV gives the receipt of tax under the 
different Act administered by the Department. 

The total collection of all the taxes administered by 
this Department was the highest in the year 1950-51 
though this was not a peak year for all the taxes. This 
was mainly due to the enactment of a new taxation 
statute, namely, the Bihar Finance Act, Part III, 1950, 
for vigorous drive to clear off the arrear assessment 
and collection of a huge“ outstanding arrears of tax 
and the tightening up of anti-evasion measures. After 
1950-51, the collection for sales tax and Agricultural 
Income-tax has shown a steady decline. The sales tax 
revenue has been very adversely affected due to the 
restrictive provisions of Article 286 of the Constitution, 
and the collection under Agricultural Income-tax has 


(vi) Opening new business by changing the consti¬ 
tution or style of the old business in order to 
gain time for incurring liability under the Act, 
and 

(vii) By arranging faked transfer of ownership of 
business. 

Agricultural Income-tax Act. —Evasion practised under 
this Act is mainly by—- 

(i) Concealment of sources of income ; 

(«) Minimising the income actually derived ; and 

(iii) Deliberately failing to submit returns of income 
even though liable to pay tax under the Act. 

Bihar Finance Act (Part III), 1950.—This measure is 
comparatively new and some of the methods of evasion 
that have been detected are— 

(i) Failure of the proprietors to get themselves 
registered under the Act; 

(ii) Failure to issue tickets to all passengers ; 

(iii) Failure to issue tickets for the transport of 
goods; and 

(iu) Minimisation of the number of tickets actually 
sold or replacing them by tickets of fictitious 
journeys for small distances. 

Entertainments Tax Act. —The common method of 
evasion under this Act is maintenance of double sets of 
tickets for admission to entertainments and by issuing a 
large number of complimentary tickets. 

It is not possible to give any estimate of the extent of 
revenue lost by the methods mentioned above. But, it is 
considered that the overall evasion is considerable. 

Some of the measures adopted by this State for pre¬ 
venting evasion are enumerated below*.— 

(i) Frequent inspection of business premises, places 
of entertainments, public service motor vehicles 
and places in the interior is undertaken ; 

(ii) Information regarding sales and purchases are 
obtained from important sources and they are 
cross-checked with reference to the accounts of 
the purchasers or the sellers. 

(iii) Information regarding incoming and outgoing 
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services and labour proper, e.p., the bills from a gold¬ 
smith or a contractor. If tax in such cases is levied on 
the total value of the bills, the yield, so far as this State 
is concerned, is expected to be Ks. 4 to 5 lakhs. In order, 
however, to make the services and labour liable to sales 
tax, item 54 of List II of the Seventh Schedule to the 
Constitution would have to be suitably amended. 

As regards item (ii) of the question such transactions 
seldom take place in this State and therefore, the 
Government do not express any opinion on the question 
of taxing such transactions. 

Question No. 126. 

(i) The State Government consider that the Union 
should levy tax both on the sale of newspapers and on 
advertisements and allocate the receipts from this source 
to the States to supplement their depleted revenue. With 
appropriate rates of levy the yield from this tax is 
expected to be fairly substantial. It is, however, not 
possible to attempt any reasonable estimate without mak¬ 
ing a comprehensive survey all over the State. 

As to the difficulty visualised in (a), it can, possibly, 
be met by slightly reducing the size of the paper or 
cutting down the number of pages on certain days in 
the week without lowering the price. 

As regards (b), all advertisements, except Government 
advertisements, should be subjected to tax at a fixed 
percentage of the advertisement charges. 

(zi) As regards advertisements other than those appear¬ 
ing in newspapers, the State Government suggest that 
the agency undertaking the advertisement either on its 
own behalf or on behalf of others should be required 
to take out a licence, renewable every year on payment 
of a fixed fee. Such fee would, of course, be over and 
above the tax which may be payable by such agency on 
the payments received by it. 

Question No. 127. 

The view that sales tax has no specific function to 
perform in the country’s system of taxation is based on 
a wholly incorrect appreciation of the scope and place 
which the tax has come to occupy in the financial 
structure of the States. There is no doubt that some 
revenue .can be raised by the alternatives suggested 
here. But the revenue so raised will not be as large. Of 
the goods manufactured or produced within the State, 
agricultural produce, coming from millions of small 
farms, cannot be conveniently subjected to excise on 
production. Industrial products would also be mostly 
from very small producing units while only the products 
of the bigger factories and manufacturing concerns could 
be suitably subjected to levy of excise. On the other 
hand, agricultural and industrial products from whatever 
source are generally marketed through shops and estab¬ 
lishments which can be assessed to sales tax. Similarly, 
octroi can be levied only on goods entering specified 
local areas such as municipalities, and this would exclude 
a large volume of goods marketed and consumed in the 
State. Customs duties are levied on imported goods 
which sell in the country either because there are no 
substitute for them or because they are cheaper than 
the local products. In either case they can stand a special 
levy. Thus we would exclude from levy a large volume 
of goods if we relied upon the alternative duties or taxes 
suggested. State Government would also lose a flexible 
source of revenue which can be manipulated to suit the 
needs of the State. Customs and excise will be centrally 
regulated and the distribution of proceeds will lead 
to controversy. The sales tax is immediately shifted to 
the consumer, while the shifting of incidence of customs 
and excise will be indirect and may have prejudicial 
effect on industry and trade. Sales tax has, therefore, 
many advantages from the point of view of the States 
and cannot be replaced by the alternative taxes and 
duties. So far as this State is concerned, this tax is now 
the only handy and flexible source of State revenue and 
it is needless to mention here that, but for this tax, the 
finances of most of the States, particularly Bihar, would 
have collapsed during the Post-War period. The ideal 
of a Welfare State with the Government have set before 
themselves has vastly increased the financial commit¬ 
ments of the State in view of the numerous nation¬ 
building schemes which are in the process of execution 
or are about to be undertaken. It is hardly necessary to 
emphasise that, compared to the responsibilities of the 
State, the sources of revenue available to it are indeed 
very few. 

Question No, 128. 

(a) The State Government agree that the bulk of the 
sales tax would, for a long time to come, continue to be 
leviable on the aggregate turnover of an assessee. There 
is no statistics available in the State giving the number 
of dealers whose annual turnover is below Rs, 10,000. 
Appendix V (A) gives the number of manufacturers, 
whole-salers and others whose annual turnover exceeds 
Rs. 10.000. Appendix V(B) gives the number of dealers 
falling within the different groups of turnovers. Ex¬ 
perience shows that an assessee having an annual turn¬ 
over exceeding Rs. 50,000 can, if he so likes, maintain 
a reasonably correct account of his sales and purchases 
and can also issue cash memos, to his customers and this 
is all that is required for purposes of the sales tax. 


(b) Petrol is being taxed under the Bihar Motor Spirit 
(Taxation on Sales) Act, since 1939, This was the first 
tax on the sale of any commodity in this State. The 
nature of petrol trade being what it is, it was found 
administratively convenient to levy a tax on its retail 
sale. The principal difference between this legislation 
and the legislation regarding the general sales tax is 
that in the former, tax is levied on a quantitative basis 
while in the latter, the tax is levied on the sale-price. 
There is no other commodity in the State to which the 
principle of the ‘petrol tax’ could be conveniently ex¬ 
tended and, therefore, the question has never been 
considered. 

Question No. 129. 

(1) Other modes of levy may, perhaps, be suggested. 
But, in the opinion of the State Government, the alter¬ 
natives mentioned in items (i), (ii) and (iii) are the only 
easy and practical modes of levy. 

(2) In this State the mode of levy conforms to the 
alternative mentioned in item (ii) and it has been work¬ 
ing satisfactorily form the point of view of everyone 
concerned. It is not possible to offer any comments as 
to the comparative merits and demerits of the other 
systems as they have not been tried in this State. 

(3) So far as (a) is concerned, it is unfortunately true 
that despite severe anti-evasion measures, some evasion 
still goes on and a portion of the tax collected by dealers 
from consumers is suppressed and is not passed on to 
the exchequer. 

As regards (b), in the Sales Tax Act of this State, 
there is a provision which gives an assessee, particularly 
an assessee who, in view of the nature and volume of his 
trade, cannot maintain elaborate accounts or the machin¬ 
ery for compliance with the provisions of the law, to 
compound the tax payable by him by paying a fixed 
fee. This provision has already been taken advantage 
of by bullion, tobacco, lac, raw jute and fruit dealers 
in this State. 

Other dealers are coming forward to take advantage 
of this simple form of paying the tax. The provision 
was particularly inserted to enable small dealers who 
cannot maintain complete accounts to choose between 
ordinary assessment and composition in accordance with 
their own convenience. 

As regards (c), so far as the State Government knows, 
the imposition of the tax has not affected, on any appre¬ 
ciable scale, either the pattern or the organisation of any 
trade or industry in this State. There has also been no 
shifting of head offices, elimination of intermediaries or 
change in the varieties of goods generally dealt in by a 
dealer. 

As regards (d), there is some scope for evasion in all 
the systems mentioned in paragraph (1) above. Some of 
the common methods of evasion employed in this State 
have already been enumerated in Section I. 

Question No. 130. 

(?.) In this State, as in all others, there is a special 
rate of levy, namely nine pies per rupee, on certain 
classes of goods which may be considered as non- 
essential or luxury goods, A list of such goods is given 
in Appendix VI. 

(ii) Similarly, there is also a special lower rate of 
levy, namely, three pies per rupee on certain goods in 
this State. A list of such goods is given in Appendix VII. 

As the assessment is made on the total turnover of a 
dealer, received from the different classes of articles 
in which he deals, as opposed to individual articles, it 
is not possible to give separately the revenue received 
from such articles. Even a rough estimate cannot be 
attempted. 

(iii) It is indeed difficult to lay down any uniform 
principle which should govern the exemption of certain 
articles as conditions differ from State to State. In this 
State, articles of most common use by the poorer section 
of the community and certain goods which are already 
subject to some other State tax, have been exempted 
from the levy of sales tax. 

Question No. 131. 

The State. Government consider that attempt may be 
made to bring about uniformity in the system, rates, 
exemption, etc., between the different States through a 
formal or informal convention. Any central legislation 
on the point to enforce uniformity without taking into 
consideration the local conditions in the States, would 
only lead to difficulties and would upset the financial 
stability of the States. It is the firm belief of the State 
Government that in course of time a reasonable amount 
of uniformity is bound to be achieved even without any 
legislation under the moral pressure of the Union Govern¬ 
ment The State Government cannot, for a moment, 
entertain the suggestion that sales tax should be included 
in the Union list. They consider that such a major 
reshuffle in the taxing power of the States cannot be 
justified merely for the sake of bringing about so-called 
uniformity. 

Question No. 132, 

The State Government are not in a position to say 
how far uniformity has been achieved in regard to 
exemption of “goods essential for the life of the com- 
munity** under clause 3 of Article 286 of the Constitution. 
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Clearly, the clause refers to exemption of only such 
goods as are “essential for the life of the community’'. 
The Constitution has not indicated what such goods are, 
and there is, thus, scope for a difference of opinion on 
the class of goods which may be truly regarded as such. 
In the opinion of the State Government only those goods 
as are of basic necessity and without which the life 
of the community would become unbearable or impos¬ 
sible may properly be considered “essential” and such 
goods are indeed very few. There is, therefore, no valid 
reason to include in the scope of this clause such non- 
essential goods as ‘flower-seeds' and ‘raw hides and 
skins’ or goods like ‘dried fruits’ and ‘petroleum products’, 
which may be considered essential only indirectly or 
remotely. 

As regards the question of extending the exemption 
to “essential goods” which had been subject to sales tax 
before the Essential Goods (Declaration and Regulation 
of Tax on Sale or Purchase) Act, 1952, came into force, 
the State Government have to observe that such an ex¬ 
tension would be extremely undersirable as it would 
gravely affect the revenue position in this State and even 
put the State’s finance out of gear. The provisions of 
clauses 1 and 2 of Article 286 of the Constitution have 
already crippled the State’s revenue from sales tax 
and any further curtailment of the State’s power would 
only prove disastrous and hamper the progress of welfare 
activities in this State. The State Government cannot, 
therefore, agree to any such extension. 

The sales tax revenue derived in this State from some 
of the principal commodities included in the Schedule to 
the “Essential Goods (Declaration and Regulation of Tax 
on Sale or Purchase) Act, 1952”, is given in Appendix 
VIII. As information regarding most of the commodities 
is not separately available, only rough estimates, have 
been furnished in respect of such commodities. 

Question No. 133. 

(a) Article 286 of the Constitution has made adequate 
provision for prohibiting the levy of the tax on sales 
“outside the State” and “Inter-State Commerce”. The 
position created in this State by this Article is briefly 
summarised below, indicating also the loss incurred by 
the State in respect of some of the principal commodities, 

Article 286 has taken away the powers of the State 
Government to impose tax on sale of goods despatched 
outside the State either for export or for delivery in 
another State, which the Government of Bihar were 
levying before the 26th January, 1950. The proviso to 
Article 286(2), however, empowered the President to 
continue the levy of the existing tax on inter-State trade 
or commerce up to the 31st March, 1951, and by virtue 
of the Sales Tax Continuance Order, 1950, promulgated 
by the President, Bihar was able to levy tax on sales of 
goods despatched to other States within the Indian Union 
up to the 31st March, 1951. The recent decisions of the 
Supreme Court has, however, shown that the levy was 
not legal. The Government would have, therefore, to re¬ 
fund large sums of money collected during 1950-51 and 
1951-52 in respect of assessment on sales in the course 
of inter-State trade effected between the 26th January, 
1950, and the 31st March, 1951. As a result of the assess¬ 
ment of inter-State sales, the adverse effect of the restric¬ 
tive provisions of Article 286 was not reflected in the 
actual collections immediately after the 26th January, 
1950. As a matter of fact, even now the data available 
is too incomplete to estimate with any amount of preci¬ 
sion the loss that would Anally accrue to Bihar as a 
result of these provisions. An attempt is, however, being 
made to estimate the loss taking into account only the 
important commodities that are despatched outside the 
State. Among the States, Bihar is the biggest producer 
of coal and coke, iron and steel, mica, etc. 

(i) Iron and Steel .—The value of iron and steel pro¬ 
ducts and articles of general engineering, manufactured 
in Bihar during 1950, was nearly Rs. 39 crores and 30 
lakhs. The figure is incomplete inasmuch as return in 
respect of all the factories in existence are not available. 
During 1950-51, 60 factories dealing in iron and steel 
melting, steel rolling and general engineering works 
produced 11*11 lakh tons of pig iron, 10-6 lakh tons of 
steel ingots, 2,539 tons of steel castings, 7‘55 lakh tons 
of saleable steel, 3,744,483 Nos. of agricultural tools, 
2,498 tons of ferrous sulphate, 593 tons of lead o^ide, 
69,679 tons of tinplate, 28,922 tons of rods below 4", 25,938 
tons of wire and wire products and 75,927 Nos. of con¬ 
tainers. During the half-year ending March, 1951, they 
also produced 1*46 crores yards of rubber insulated cables 
and 6 28 lakh yards of rubber insulated flexibles. About 
85 per cent of these products are despatched outside. 
But even calculating on the basis of returns filed by 
only 7 companies of Jamshedpur, the despatches for 
1951-52 would be about Rs. 32,39,00,000 and the loss on 
this account alone would come to Rs. 50,61,000. There are 
62 more manufacturers (big and small) whose figures 
are not readily available. Allowing for their production, 
the total loss may be thus estimated at least Rs. 57-0 
lakhs. 

(ii) Coal. ■‘-The raisings and despatches of coal from 
the coal mines in the State in the year 1950 amounted 
to 17,490,730 tons and 13,669,806 tons respectively. The 


year 1951 had very high production and the production 
during 1952 was roughly about the same. According 
to figures of inland trade (rail and river-borne)—Govern¬ 
ment of India publication—about 10,400,000 tons of coal 
were despatched outside Bihar during 1945-46. This does 
not, however, take into account the quantities despatched 
by road, by trucks, etc,, of which large quantities are 
despatched to other States including West Bengal. Exact 
figures of subsequent years are not readily available, but 
in view of increasing production and improved wagon 
supply, the figure of despatches is likely to be much 
higher and may be estimated at 13,000,000 tons. The 
statutory price of coal varies between Rs. 15-12-0 to 
Rs. 16-4-0 per ton. Taking the average rate at Rs. 16 
per ton and calculating the tax at half rate, ie. 3 pies 
to the rupee, the loss on despatches of coal comes to at 
least Rs. 32,50,000 per year. Bihar also despatches ‘coke’, 
both hard and soft, the price of which is higher. If 
figures for future years are taken at 13,600,000 tons 
inclusive of coke and calculation made at an average 
rate of Rs. 17 per ton (for coal together with coke) the 
loss would come to over Rs. 36 lakhs. 

(in) Jute .—According to the figures of inland trade, 
which do not take into account despatches by road, Bihar 
exported during 1950-51, 50,069 maunds of hemp and 
other fibres, 160,373 maunds of raw jute (loose) besides 
2,860,090 maunds of pucca bales of jute. Gunny bags and 
jute cloth were exported to the extent of 565,675 maunds. 
Taking the average rate of hemp, raw jute and pucca 
bales at Rs. 32 per maund, the loss on 30-71 lakh maunds 
of jute and other fibres despatched by rail alone comes 
to Rs. 15-35 lakhs. Thus, including the possible despatches 
by road, the loss on raw jute and jute bales is estimated 
at Rs. 16 lakhs. 565,675 maunds of manufactured jute 
was exported. It has been gathered from the jute trade 
that the jute mills of Bihar purchase raw jute weighing 
10 lakh maunds approximately. Allowing for loss in 
manufacture and consumption within the State, Bihar 
despatches finished products to the extent of about 6 
lakh maunds. On the basis of Rs. 75 per maund (reduc¬ 
ed prices have been taken into account) of finished goods, 
the loss on despatches works out at Rs. 7 lakhs. The 
total loss on jute and jute products is thus Rs. 23 lakhs. 

( iv ) Sugar,—There are 27 sugar factories in Bihar. The 
average annual outturn of sugar from these mills is 
60*9 lakh maunds. Bihar exports 2/3rd of the sugar 
and the loss calculated at Rs. 32 per maund, on 40’6 lakh 
maunds of sugar despatched outside, comes to Rs, 20‘3 
lakhs. On the basis of returns filed by the mills, loss on 
sugar is estimated at Rs. 21-04. Besides sugar, Bihar 
produces large quantities of gur, considerable portion 
of which is also despatched outside. Molasses are also 
exported. The loss on this account is thus estimated at 
about Rs. 23 lakhs. 

(u) Tobacco .—According to the rail and river-borne 
trade figures, Bihar despatched 420-655 maunds of raw 
tobacco during 1950-51. The average value at Rs, 75 
per maund comes to Rs. 315*5 lakhs and the tax at 
the rate of 3 pies to the rupee comes to Rs. 4-93 lakhs. 
The tobacco factory at Monghyr manufactured during 
1950-51, 179,194 lbs. of tobacco and 3,332,873,500 Nos, 
cigarettes. Taking the rate of manufactured tobacco at 
Rs. 16 per lb. and of cigarette at 9 pies each, the total 
value comes to Rs, 1,614 lakhs. Taking the despatch at 
75 per cent of the production, the value of export comes 
to Rs 12,10 lakhs and the tax payable on this at the 
rate of 3 pies comes to Rs. 18,90,000. Even allowing for 
some loss in storage, etc., in the factory, and making 
allowance for less export in some years, a fair estimate 
of the loss from this source would be about Rs. 15 lakhs 
Bihar also despatches hukka tobacco and tobacco in 
other forms to ~other States and the total loss on raw 
tobacco, hukka tobacco, cigarettes, etc., is thus not less 
than Rs. 20 lakhs. Biri is produced on cottage-industry 
basis, in large quantities in parts of Singhbhum, 
Manbhum, Monghyr and Muzaffarpur. Large quantities 
of biri leaves are also exported from Singhbhum. The 
loss on this has been estimated at Rs. 2 lakhs by the 
local officers of the State on the basis of returns. Thus 
the total loss on raw and manufactured tobacco, ciga¬ 
rettes, biri and biri leaves comes to Rs. 22 lakhs. 

(iff) Miscellaneous ,—There are 11 chemical factories, 
which produce ■ large quantities of coal tar, sulphuric 
acid, disinfectants, oxygen and acetylene gases, spirituous 
and non-spirituous preparations, injectible preparations, 
tar oil, soda, etc., much of which is exported. The total 
value bf pioduets of the chemical industries during 1950 
was Rs. 1-26 crores. Bihar also exports large quantities 
of fruits, both dried and fresh. During 1950-51, according 
to rail and river-borne statistics, Bihar despatched 31,674 
maunds of dried fruits. Considerable quantities of mango 
and lichis, makhana, bananas, etc., are also despatched 
each year. During 1950-51, Bihar also despatched 504,117 
maunds of oil-cakes, 67,702 maunds of glass articles. 
39,010 maunds of myrobalans (dyes), 465,562 maunds of 
bones and 2,548 maunds of raw wool. Lime and lime¬ 
stone, stone-chips, lanterns, confectioneries, gums, 
hosieries, textile goods both mill-made and of handloom, 
silken cloth of Bhagalpur, Ayurvedic medicines and 
incandescent lamps, fire-clay, haldi a**d other kirana 
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goods and other sundry articles. Due to the geographical 
position, there is also a brisk trade with Nepal. A 
lump sum estimate of loss of revenue on account of these 
may be made at Rs. 16 lakhs which is perhaps a very 
conservative estimate. 

The estimate in all cases has been made at the rate of 
3 pies to the rupee, the rate at which Bihar sales tax 
was levied on sales of goods despatched outside the State, 
though the general rate of tax is 6 pies in the rupee. 

(mi) Mica ,—Bihar is also the biggest producer and 
exporter of mica. The output during 1950 was 108,442 
tons, valued at Rs. 9 crores approximately. The entire 
quantity is despatched. The loss on this at the rate of 
3 pies to the rupee comes to Rs. 13-5 lakhs. 

(mii) Oilseeds,—Bihar produces large quantities of 
oilseeds, particularly linseed, mustard, rape, castor, etc., 
as also mustard oil. The State is the chief exporter of 
linseed and linseed oil. According to the figures of inland 
trade, Bihar despatched during 1949-50 oilseeds to the 
extent of 13-7 lakh maunds (i.e., castor 14,340 maunds, 
cotton seeds 7,644 maunds, groundnuts 82,465 maunds, 
linseed 998,742 maunds, rape and mustard seeds 210,374 
maunds and til 55,497 maunds). This State also des¬ 
patched groundnut oil and other oils to the extent of 
136,170 maunds. The average rate of oilseeds and oil is 
Rs. 32 and 80 respectively and calculating according to 
this the loss comes to Rs. 8 lakhs. 

(ix) Hides and Skins .—Hides and skins, as also leather, 
form another item of important export. Bihar despatched 
during 1950-51, 374,914 maunds of raw hide, 61,498 
maunds of raw skin and 4,190 maunds of hides and skins 
tanned and leather. Taking the average rate of rupee 
one per lb. of raw (cow) hide and Rs. 2 per lb. of skin 
and Rs. 1-13-2 to Rs. 2-10-9 for leather of cow and 
buffalo hides and Rs. 4-7-0 to Rs. 5 per lb. of leather of 
sheep and goat skin, the export may be valued at 
Rs. 417’6 lakhs. The loss of tax on this comes to 
Rs. 6,52,500. The two shoe and leather factories pro¬ 
duced 1,468,876 pairs of shoes during 1950-51. At an 
average price of Rs. 7 per pair, the value comes to 
about Rs. 1,03 lakhs and estimating the despatch at 
50 per cent, the loss of tax comes to Rs. 90,000. The 
average loss on despatch of hides, skins, leather and 
shoes may, therefore, be taken at Rs. 7-3 lakhs. 

(x) Potatoes and Chillies .—Bihar produces large 
quantities of potato and chillies valued at Rs. 6,61,50,000. 
The major part of the produce is despatched outside. 
Taking the value of despatch at Rs. 4,00,00,000 the loss 
may be estimated at Rs. 6*25 lakhs. 

( xi) Other Minerals ,—Bihar despatches manganese, 
copper, aluminium and other mineral ores. The output 
of manganese and copper ore during 1950 was 41,947 
and 360,309 tons respectively. The total value of products 
of aluminium, copper and brass only during 1950 was 
Rs. 3,12,36,128. The estimated loss on the basis of returns 
filed including the loss on account of despatch of 
manganese would come to a little over Rs. 6 lakhs. 

(xii) Cement .—During 1950, there were six cement 
factories working in the State. On the basis of figures 
supplied by only five such factories, the estimated 
annual production was 652,000 tons. According to the 
figures of inland trade (which are incomplete) export 
during 1950-51 was 102*6 lakh maunds or 3*8 lakh tons. 
The complete figures of export, allowing for transport 
by road, may be taken at 4 lakh tons. At the rate of 
Rs. 82 per ton, the loss on despatches of cement comes 
to about Rs. 5 lakhs. Bihar has also two factories engaged 
in the production of hume pipes and cement products. 
During the half-year ending the 31st March, 1951, they 
manufactured 66,405 running feet of hume pipes, 234 
Nos. poles and 1,161 tons of other pipes. The loss on the 
export of these cement products may be estimated at 
about Rs. 50 thousand. The total loss would thus be 
about Rs. 5*50 lakhs. 

(xiii) Ghee , butter and vegetable ghee .—According to 
the rail and river-borne statistics, Bihar exported 127,450 
maunds of ghee during 1941-42 and 124,816 maunds 
during 1943-44. But the export trade came down to 1,450 
maunds only during 1949-50 due to restriction on exports. 
Permits for the export of large quantities of butter were, 
however, issued by the Supply and Price Control Depart¬ 
ment and in recent years on the basis of those figures, 
the despatch of butter and ghee may be taken at 10,000 
maunds. The movement restrictions have since been 
relaxed. The total value of products manufactured by the 
vegetable oil factories amounted to Rs. 5,14 lakhs during 
1950. It may be safely assumed that Bihar exports 
vegetable oils of the value of Rs. 2,00 lakhs. The loss 
of tax on butter, ghee and vegetable oils may be taken 
at Rs. 3*5 lakhs. 

(xiv) Shellac .—Complete figures of production of lac 
factories during 1950-51 is not available. There were 15 
factories in existence but production figures were avail¬ 
able in respect of only 5 of them. According to these 
figures, the factories concerned produced 28,530 maunds 
of shellac, 35,389 maunds of seedlac and 6,643 maunds of 
buttons. On the basis of actual assessment of despatches 
the amount of the tax comes to Rs. 3 lakhs. The entire He 
produced is despatched outside Bihar. 


(xv) Paper and Paper Board .—The paper and paper 
board industry of Bihar produced, along with Orissa, 
paper and paper board worth Rs. 4,23,56,611 during 1950. 
Separate figures for Bihar were not available. But, on 
the basis of returns filed in one circle alone, the value 
of export from that circle comes to Rs. 1,88 lakhs and 
the loss may be put at Rs. 2 lakhs. 

(xui) Timber .—Bihar also exports timber, wood and 
other forest produce such as bamboos, catechu, etc. Dur¬ 
ing 1950-51, Bihar exported 49,000 maunds of teak and 
2,146,523 maunds of other timber, besides fuel, bamboos, 
etc. The loss on this is estimated at Rs. 1*5 lakhs. 

This statement has been prepared with respect to 
item about which the figures were readily available. The 
total loss on account of export of these items comes to 
Rs. 2*3 crores. Besides these, there are quite a number of 
other articles of considerable value exported outside 
Bihar. It has not been possible to collect figures of such 
exports or their value immediately, but making even a 
conservative estimate of their total value, the loss on 
account of exports can be fairly put down at Rs. 2*5 
crores. There is not much that the State can do to 
offset this huge loss. Attempt has, however, been made 
to make up a part of the loss by levying tax on the 
transactions falling within the Explanation to Article 
286 of the Constitution. But it is obvious that the revenue 
derived from this source would be a minute fraction of 
the huge loss sustained by the State. 

(b) As mentioned above, sales tax has been levied 
in this State on certain non-resident dealers in respect of 
sale of such goods as have been delivered in this State 
for consumption. The question of imposing purchase tax 
on such dealers has not been seriously examined. The 
State Government consider that the imposition of pur¬ 
chase tax on the transactions carried on by such dealers, 
or even by others, would not only raise complicated 
administrative problems but would also lead to consider¬ 
able evasion of tax. Even in regard to internal trade in 
specific commodities, the question of levying purchase 
tax, as distinct from a sales tax, has never been mooted 
in this State. The reason is that the pattern and orga¬ 
nisation of the trade in this State is such that any 
shifting of the incidence from the seller to the buyer 
would at once create insurmountable difficulties. 
Question No. 134, 

State Government have found no indication to show 
that the lack of uniformity in sales tax between this 
State and other States has hampered inter-State com¬ 
merce or has led to economic diversion of trade. Inter- 
State trade has been hampered and diversion has taken 
place on account of quite different factors, such as, 
numerous control regulations, restrictions on movement 
of goods, difficulty of transport, and so forth. 

2. Agricultural Income-tax 
Question No. 139. 

The revenue derived in this State from the levy of 
Agricultural Income-tax in the last three years is given 
below : — 

Rs. 

I 95°-5 I .69,16,355 

* 951 - 5 *.57,29,058 

1 952-53 . 49 , 17,798 

The tax shows a declining yield. With the progress of 
land reforms private estates are being progressively 
taken over by the Government. The result is that the 
number of private individuals with large agricultural 
incomes is fast declining. Income from non-proprietor 
cultivators has been always small and if ceiling on 
individual holdings is placed, there will be decline even 
in this sector. It is desirable to keep up the revenue 
from Agricultural Income-tax. The present levies on the 
agriculturists in the shape of rent and land cess, etc,, 
cannot be greatly modified nor can the rates of taxation 
be made steeper. The only way decline can be partially 
prevented is to merge agricultural and non-agricultural 
incomes for the purpose of taxation. The modifications 
are elaborated in reply to question No. 140. 

Question No. 140. 

No alteration in the levy of land revenue is proposed. 
It is, however, proposed that agricultural and non-agri¬ 
cultural incomes should be merged and taxed on the 
total. The yield could be credited to the State and the 
Union in proportion of the incomes of either kind that 
go to make up the total. Thus suppose that a person has 
an agricultural income of Rs. 3,000 and non-agricultural 
income of Rs. 2 , 000 . At present he pays tax in neither 
because the limit of exemption is high in either case. 
If totalled, however, the income will be Rs. 5,000 which 
is in excess of the exemption limit of Rs. 4,200 fixed by 
the State law as well as by the Union law. If the two 
incomes were merged there would be a tax payable on 
Rs. 800 at least. Suppose the total tax comes to Rs. 37-8-0. 
This could be distributed in the proportion 3 : 2 between 
the State and the Union Governments giving the State 
Government a revenue of Rs. 22-8-0 and the Union 
Government of Rs. 15. The State Government could be 
credited with this revenue direct without bringing it to 
the Central pool. This correlation is also equitable be¬ 
cause while at present a person with an annual income 




of Es. 5,000 only derived exclusively from non-agricul- 
tural sources pays an income-tax of Rs. 37-8-0 per annum, 
another person with the same income but composed of 
agricultural income of Rs. 3,000 and non-agricultural 
income of Rs. 2,000 will not be paying the tax. This 
is discriminatory. Alternatively if State Government 
continue separately to levy a tax on agricultural income 
but the rates of levy are based on the total of the two 
types of income, the tax will be regressive in effect 
because there will be two exemptions in case of these 
mixed incomes whereas there will be only one exemp¬ 
tion in case of purely non-agricultural income. There 
is no good reason to permit this regression and it will 
be difficult to devise measures to avoid the regression. 

Question No. 141. 

Where the accounts are not maintained by an assessee 
in the rural areas or where the accounts are not reli¬ 
able, the taxable income is determined after taking into 
consideration the following factors— 

(i) The general fertility of the lands of the assessees 

of the area in which the lands are situated ; 

(ii) The average yield of the lands in the area in 

which the assessees’ lands lie ; 

( Hi ) The irrigational facilities if any available in 
the assessees’ land ; 

( iv ) The average price at which the crops were sold 
or were likely to be sold in the local market ; 
and 

(i>) The average income determined from the lands 
of other assessees in the same area. In comput¬ 
ing the income adequate allowance is made for 
expenses incurred on cultivation, harvesting and 
preparation for the market, allowance general¬ 
ly varying between 30 and 40 per cent of the 
gross income. Depreciation at prescribed rates 
is also allowed for all items mentioned in Sec¬ 
tion (iii) of the question. It is not, desirable 
to average incomes over a number of years 
covering good and bad years. Such ‘average in¬ 
come’ tends to ignore the fluctuations of prices 
depending upon harvest and makes the calcula¬ 
tion mechanical and unreal. 

It is true that while attempt is made to give allowances 
for all factors affecting agricultural income, there is 
plenty of room for individual judgment and discretion. 
It would be desirable to lay down a clear procedure as 
far as possible. It is suggested that the State Government 
may assess the average yield of crops from different 
kinds of land in different regions, publish the same in 
the gazette and also work out the percentage of the 
gross produce which should be allowed for cost of culti¬ 
vation and marketing and depreciation of farm buildings 
and equipments. By this means assessment will be nearly 
automatic and agricultural assessees will not be sub¬ 
jected to long drawn out procedures and harassment 
at the hands of tax assessing authorities. State Govern¬ 
ment are in a position now to determine the average 
yield of crops and the percentage allowed for expendi¬ 
ture on production, marketing, etc. as there is a staff 
maintained for agricultural statistics. . 

Question No. 142. 

The rates prescribed under the Bihar Agricultural 
Income-tax Act are given in Appendix IX. 

The State Government consider that some uniformity 
in the rate of the tax is desirable though not very essen¬ 
tial. As to the limit of exemption, they consider that the 
exemption limit of Agricultural income should be the 
same as that of non-agricultural income. 

3. Entertainments Tax 
Question No. 172. 

Bihar Government do not agree that the incidence 
of Entertainment Tax is on the industry or that it is too 
heavy. The tax is directly paid by the spectator and is 
no burden on the industry. It may be that the tax added 
on to the price of the ticket may result in fall in the 
number of spectators. This has, however, not happened 
in Bihar and the burden of tax is not such that we have 
reached the stage of diminishing returns. The State 
Government do not agree that it is necessary to insist 
on uniformity in the rates of duty in different States. 
The duty is levied at a given percentage on all values 
of tickets and no graduation appears to be necessary. 

The tax in this State is levied at the rate of 25% of the 
rates of admission with a surcharge of 25%. The State 
Government have no suggestion to make for modifying 
the system of levy. Receipts from cinemas and other 
entertainments are not shown separately and therefore 
no idea of such receipts can be given. Nor can we give 
a break-up of the revenue on the basis of different classes 
of tickets. 

Question No. 173. 

Exemption from tax is allowed in # this State on enter¬ 
tainments if the State Government are satisfied— 

(a) that the entire gross proceeds of the entertain¬ 
ment are devoted to philanthropic, religious or 
charitable purposes without any charge on such 
proceeds for any expenses of the entertainment; 
or 


(b) that the entertainment is of a wholly educational 
character; or 

(c) that the entertainment is provided for purposes 
which are partly educational, cultural or scien¬ 
tific, by an institution not conducted or esta¬ 
blished for profit ; or 

(d) that the entertainment is provided by an institu¬ 
tion not conducted for profit and established 
solely for the purpose of promoting the public 
health or the interests of agriculture or of a 
manufacturing industry. 

For entertainments other than those mentioned above, 
the exemption is allowed on a consideration of the 
nature of the object to which the receipts are to be 
applied. 

In the opinion of the Government the exemptions 
allowed in this State are adequate and cover all genuine 
cases where exemption should be allowed in the general 
interest and, therefore, they do not see any justification 
for any further widening of the scope of such exemp¬ 
tion. 

Question No. 174. 

The common method of evasion in this State has al¬ 
ready been mentioned in section I, 

The State Government see no objection to the collec¬ 
tion being made through stamps subject, of course, to 
the administrative convenience of the States. 

Question No. 175. 

The answer to the first part of the question is that 
there is no other organised or conveniently taxable form 
of entertainment in this State to which the tax may be 
extended. The answer to the second part is in the nega¬ 
tive, inasmuch as a liberal provision for exemotion al¬ 
ready exists in the Entertainments Tax Act of this State. 

4. Tax on the consumption or sale of Electricity 
Question No. 176, 

This tax is being levied in this State since 1948 . There 
appears to be no good ground for restricting the tax 
only to the consumption or sale of energy for domestic 
purposes. But, in this State, so far, the consumption or 
sale of energy for industrial purposes has been exempt 
from tax. 

Question No. 177. 

(a) The Government see no reason to draw a distinc¬ 
tion between the electrical energy consumed for lights 
and fans and the energy consumed for other purposes 
for the purpose of the tax. Besides, such a distinction 
would create administrative difficulty and would possibly 
lead to evasion. Therefore, in the opinion of the Govern¬ 
ment, the simplest form of the levy is to charge a fixed 
rate on the units of energy consumed without any dis¬ 
tinction. This also enables the assessee to pass on the 
incidence conveniently to the consumers. 

(b) There is no case for any exemption on the energy 
consumed for domestic purposes nor would it be feasible 
to apply a lower rate of duty for small consumers, as 
any such distinction would create administrative prob¬ 
lems and would open up avenue for evasion. 

Question No, 178. 

In determining the rates of duty on the sale or con¬ 
sumption of energy for industrial purposes, the basic 
factor that has to be borne in mind is that the cumula¬ 
tive effect of the duty does not hamper production or 
industrial development nor does it place the industry 
in the State in a disadvantageous position in compari¬ 
son to similar industries in other States. After this 
principle of taxing the energy used for industrial pur¬ 
poses is accepted, it would indeed be difficult to exempt 
any large-scale industry in any part of the State. 
Exemption may, however, be allowed in the case of 
cottage industries or other undeveloped industries as a 
measure of encouragement. 

Question No, 179. 

The suggestion made above would, in the opinion of 
the Government, require no major modification in the 
circumstances visualised in this questionnaire. 

Question No. 180. 

As long as the scope of the taxation is restricted only 
to consumers of energy for domestic purposes, complete 
uniformity in the rates, though desirable, is not essential. 
But, if the tax is extended to energy consumed for indus¬ 
trial purposes, a reasonable measure of uniformity would 
be extremely desirable as varying rates of tax in different 
States may adversely affect the industries in one State 
in comparison to similar undertakings in other States. 
The uniformity may, perhaps, be achieved by a formai 
or informal convention between the States. 

5. Taxes on Goods and Passengers carried by Road or 
Inland waterways 

Question No. 216. 

This State has been levying tax on the transport of 
goods and passengers through motor vehicles since 1950. 

Section III.—Other remarks 

No comments. 



Appendix 

Statement showing changes made during the period from 1946-47 to 1953-54 in the rates of taxes under 


Name of Statute 

1946-47 

1947.48 

1948-49 

1 

2 

3 

4 


I, The Bihar Sale* Tax Act, 1944/ 
47 * 


The general rate of sales tax was 
3 pies in the rupee. There was 
also provision in the Act to 
fix a higher rate of tax not 
exceeding 6 pies in the rupee 
or any lower rate of tax by 
means of notification. No 
higher or lower rate of tax was 
however fixed during the 
financial year. Essential goods 
like milk, salt, mustard oil, 
gur, sugar, matches, green 
vegetables, quinine and chin- 
chon a, etc, were exempted 

from the levy of tax. Sales of 
goods to the Indian Stores 
Department, the Supply De¬ 
partment of the Government 
of India, and Railway or 
Water or Air Transport Ad¬ 
ministration, and sales to Elec¬ 
trical undertakings were 
also exempted from tax. Des¬ 
patches of taxable goods by 
and on behalf of the Bihar dea¬ 
ler to places outside the State 
were also not taxable. The 
revenue receipt from sales tax 
was Rs. 78,29,557 during the 
financial year. 


II. The Bihar Agricultural Income 
Tax Act, 1938/48. 


V. The Bihar Motor Spirit (Taxa¬ 
tion on Sales) Act, 1939. 


Tax was levied from persons 
whose total agricultural in¬ 
come (net income) exceeds 
Rs. 5,000. Rate of tax was 
sliding scale varying between 
6 pies and 30 pies. In regard 
to income from cultivation, an 
assessee had the option of trea¬ 
ting his income at an amount 
equal to a multiple of the rent 
paid by him for the land an¬ 
nually. This multiple was six 
to eight times the rental vary¬ 
ing from District to District. 
The revenue receipt from 
A.I.T. was Rs, 26,80,292 dur¬ 
ing the year. 


Upto the 30th June, 1947-— 
same as in 1946-47. From 1st 
July, 1947 the Bihar Sales 
Tax Act, 1947, came into 
force, repealing the Bihar 
Sales Tax Act, 1944. 
The general rate of tax con¬ 
tinued to be three pies under 
the new Act also. But a re¬ 
duced rate at pies was 
fixed on tobacco despatched 
outside Bihar by Tobacco 
Manufacturing Co, (India), 
Ltd,, Monghyr. Gur, potato, 
mustard and rape seeds, mus¬ 
tard oil, rape oil, fertilisers, 
matches, text books and coal- 
gas which were tax-free became 
taxable from 1st September, 
1947 * 

Despatches of taxable goods by 
or on behalf of the dealer to 
outside Bihar were also made 
subject to the levy with effect 
from 1 st July, 1947. The exem¬ 
ptions allowed on sales to 
the Indian Stores Depart¬ 
ment, Supply Department of 
the Government of India, 
Railway, etc, were also with¬ 
drawn from this date. As a 
result of these changes the 
sales tax revenue increased 
from Rs. 78,29,557 to Rs. 
1,06,65,505. 


No change. Revenue receipt 
during the year was Rs. 
12,12.334. 


Rate of tax was increased from 
1st May, 1948 to 6 pies in 
the rupee on luxury goods, 
motor vehicles, cigarettes, 
cheroots, upholstered, furni¬ 
ture, ivory articles, cutlery, 
rifles, revolvers, tobacco and 
chillies. From ist,July, 2948 
the increased rate of tax at 
six pies was fixed on all tobacco 
products including bin and 
cycles and cycle parts. The 
general rate of tax increased 
to six pies from 1st October, 
1948. Certain goods like mus¬ 
tard oil, cotton cloth, coal 
and coke continued to be levi¬ 
able at three pies. Sales of 
certain goods manufactured in 
Bihar and despatch outside the 
State of Bihar continued to be 
Taxable at 3 pies and 
reduced rate at pies was 
allowed for Pradip Lamp 
Bulbs despatched outside Bihar. 


( 


From 1st October, 1948 Enter¬ 
tainments Tax was at 25 per 
cent of the rate of admission 
plus a surcharge equal to the 
amount of tax. Tax and sur¬ 
charge leviable at the usual 
rate on the complimentary 
tickets too. As a result of this 
change the receipt from En¬ 
tertainments Tax increased 
from Rs. 12,12,334 to Rs. 
22 , 59 . 795 - 


Rate of tax 1 i annas per Impe- No change. Revenue receipt Rate of tax 4 annas per Imperial 
rial gallon. Revenue receipt was Rs. 6,62,531. gallon. As a result of this 

was Rs, 6,33,487. change the revenue receipt 

increased from Rs. 6,62,53 
to Rs. 15,59,809. 


No change. The revenue re¬ 
ceipt from A.I.T. was Rs. 
25 . 23434 - 


The Bihar Agricultural Income 
Tax Act, 1948, came into force 
with effect from 1st April, 1948 
repealing the Act of 1938. Tax¬ 
able limit-over Rs, 3,500, Rate 
of tax nil for the first Rs. 1,500. 
9 pies for the next Rs. 3,500; 
i£ annas on the next Rs. 5,000; 
2| annas on the next 5,000, 
4 annas on the balance of 
income. The option of deter¬ 
mining income from cultiva¬ 
tion of multiple basis of rental, 
was done away with, and in¬ 
come from cultivation was 
determined on the basis of actual 
income from the produce. As 
a result of these changes the 
receipt from the A.I.T. in¬ 
creased from Rs. 25,23,434 to 
Rs. 32, 09,949. 


III. The Bihar Entertainments 
Tax Act, *937/48. 


Rate of tax between 6 pies to one 
rupee on a sliding scale as 
shown in Appendix II plus a 
surcharge of an equivalent 
amount. No tax chargeable 
on complimentary tickets. 
Revenue receipt from Enter¬ 
tainments Tax was 
Rs. 9,27,181. 
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different statutes administered by the Department of Commercial Taxes 


1949-50 


1950-5 * 


1951-52 


1952-53 


1953-54 


Remarks 


From 1st April 1949 food- No change. The 
grains were made subject revenue receipt 

to the levy of sales tax at from sales tax was 

3 pies. From 1st October, Rs. 4,12*00,921. 
1949 tax on luxury goods, 
motor cars, etc., increased 
to 9 pies, except in the 
cases of despatches to re¬ 
gistered dealers outside 
Bihar where the rate of tax 
remained at 3 pies. From 
the 26th January 1950 
goods delivered in Bihar 
as a direct result of the 
sale, for the purpose of 
consumption in Bihar, be¬ 
came laviable to tax under 
Article 286(1) of the Cons¬ 
titution. Sales of goods by 
Bihar dealers in the course 
of Inter-State trade or com¬ 
merce also continued to be 
levied to tax under Article 
286(2) read with the Presi¬ 
dent’s Sales Tax Continu¬ 
ance Order, 1950, Reve¬ 
nue receipt from sales 
tax was Rs. 


No change except Karing and Khadi 

that Khadi cloth were exempted, 

certified as genuine Sale of sugarcane 

by Akhil Bhartiya to sugar factories 

Charkha Sangh by cane growers’ 

and spinning whe- co-operative socict- 

el (Charkha) or ies. Sale of cotton 

parts thereof were by Bihar Khadi 

exempted from 1st Samity for spin- 
January, 1951 and ning yarn was exe- 
ist April, 1951 res- mpted. The rate of 
pectively. Revenue tax on sale of rape- 
receipt from the seed; rape oil; 

salesjtax was Rs. Karisalt and on 

2,66,07,322 up to sale of raw j ute to 

November, 1951, Jute Mills were re¬ 
duced from six 
pies to three pies 
in a rupee. List 
of luxury goods ta¬ 
xable at 9 pies has 
been increased. 
Revenue receipts 
was Rs. 3,72,83, 
286. 


No change. 


Taxable limit over Rs. 3,000. No change. The re- 
Rate of tax nil on the 1st venue receipt 
Rs. 1,500. 9 pies on the from A.I.T. was 
next Rs, 3,500, ij annas Rs. 69,16,255. 
per rupee on the next Rs. 

5,000, 2J annas per rupee 
on the next Rs, 5,000, 34 
annas on the next Rs. 5,000 
and 4 annas per rupee 
on the balance of income. 

Super tax became char¬ 
geable from 1 st April, 

1949 on an income exceed¬ 
ing Rs, 25,000 rate of 
Super-tax varying between 
1 anna and 5 annas 3 pies 
in the rupee depending 
on the total agricultural 
income. Annexure I 
shows the rate of tax dur¬ 
ing 1948-49 and tax and 
super-tax during i949‘5°* 

As a result of these / chan¬ 
ges the receipt from the 
A. I. T, increased from Rs. 

32,09,949 to Rs. 44,05,328. 

No change. The revenue No change. The re¬ 
receipt from Entertain- venue receipt from 
ments |Tax was Rs. Entertainment Tax 

33 , 9 L 589 . was Rs. 35*80,824* 


No change. The re- No change. Revenue No change, 
venue receipt from receipt was R*. 

A.I.T. was Rs, 47*92*989* 

20,45,791 up to 
November, 1951. 


No change. The re- No change. Revenue No change, 
venue receipt from receipt was Rs. 

E.T. was Rs. 35,88165. 

23*43* 6 39 UP t0 
November, 1951. 


Rate of tax 5 annas per Im- No change. The re- No change. The re- No change. Revenue Rate of tax increased to six 
perial gallon. As a result venue receipt was venue receipt was receipt was Rs. annas per Imperial (f»l- 
of this change the revenue Rs. 28,42,379. Rs. 21,51,142 up lon (wd# notification 

receipt increased from Rs. to November, 1951. No. 4140 F.T., dated 

15,59,809 to Rs. 24,36,307. 26th March, x§ 53 )* 
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Appendix 


Statement showing changes made during the period from 1946-47 to 1953-54 in the rates of taxes 



Name of Statute 

1946-47 

1947-48 

1948-49 


1 

2 

3 

4 

V. The Bihar 
Act, 1948. 

Electricity Duty 

Not in force. 

Not in force. 

The Act came into force from 
1st October, 1948. The rate 
of duty is as follows — 


(1) In respect of metered pre¬ 
mises, duty is to be levied 
at six pies per unit of energy 
consumed ; 

(2) In respect of unmetered 
premises between annas 
and 7 annas per mensem 
for every lamp up to 100 
watts, depending on wat¬ 
tage plus 2 J annas per men¬ 
sem for any additional 15 
watts or fraction there¬ 
of in excess of 100 waits 
Details given in Appendix 
III. The revenue leceipt 
was Rs. 1,21,341* 


VI* The Bihar Finance Act, 1950 Not in force. 
(Part III)—Tax on passenger 
and goods. 


Not in force. 


Not in force. 






I— Contd, 

Under Different Statuter Administered by the Department of Commercial Taxes . 


1949-50 

1950-51 


1952-53 

1953-54 

Remarks 

5 

6 

1 

8 

9 

10 

No change. The revenue 
receipt was Rs. 6,03,733, 

No change. The re¬ 
venue receipt was 
Rs. 7,71,165, 

No change. The rc- No change. Revenue 
venue receipt was receipt was Rs. 

Rs. 7,39,099 up 12,77,433. 

to November, 1951. 

Rate of duty increased as 
follows :— 

(1) In respect of metered 
premises, duty is to 
be levied at 9 (nine) 
pies per unit of en¬ 
ergy consumed; 



(2) In respect of un- 
metered premises, 
duty increased pro 
portionatley viz** 
between annas 0-3-9 
and annas 0-10-0 
per mensem for every 
lamp up to 100 watts 
depending on wat¬ 
tage plus annas 0-3-9 
per mensem for any 
additional 15 watts 
or fraction there¬ 
of in excess of 
100 watts (vide noti¬ 
fication No. 4142-F. 
T., dated 26th 
March, 1953). 

Not in force. The Act came into No change. The re- No change. Revenue No change. 

force with effect venue receipt was receipt was Rs. 

from 1st April, Rs. 9,31,131 up 18,83,527, 

1950. Tax at the to November, 1951. 

rate of two annas 
in the rupee on 
fares and freights. 

The revenue re¬ 
ceipts was Rs. 

11,22,617. 


17—1 T. E* Com. (N.DO/ 55 . 
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_ 1946-47 _» 947 - 4 8 _ 

1. Cereals and pulses including all forms of rice, No change except the follow- 
gram, peas, moong, arhar, masur, khesari, ings :— 

millet, bajra and jowar, wheat, oats, barley, 

maize, powdered or broken pulses, sago, (i) In serial 6 pf the pre- 
besan and sattu, sold loose or in unsealed card- vious notification “Green 
board or paper containers, vegetables other than 

Potatoes” was substitu- 

2, Bread. ted. 


3. Flour including atta, maida, suji and bran. 

4. Meat except when sold in sealed containers. 

5. Fish except when sold in sealed containers. 

6. Vegetables green or dried other than medici¬ 
nal preparations except when sold in scald 
containers. 

7. Cooked food eaten at the hotel, restaurant, 
refreshment room, eating house or other place 
where the cooked food is purchased except 
when the cost of the meal exceeds annas eight. 

8. Gur and Molasses* 

9. Common salt, except when sold in packagse 
or in scaled containers. 

10. Mustard seed and rape seed, • 

11. Mustard oil, rape oil, and mixture of mustard 
and rape oil. 

12. Fresh milk. 


(ii) Serial 8 was amended 
(to the extent that only 
‘molasses’ remained exem¬ 
pted. 

(tii) Articles mentioned in 
serial Nos. 10, 11, 14, 17, 
19, 22 and 23 of the pre¬ 
vious notifications were 
omitted from the exemp¬ 
tion list. 

(iv) Exemption in respect of 
the goods mentioned in 
serial 27 of the previous 
notification was with 
drawn during 1st Janu¬ 
ary, 1948 to the 31st 
March, 1948. 


13. Agricultural implements costing not more 
than Rs. 10 each. 

14. Fertilisers. 

15. Oil-cakes. 

16. Yarn. 

17. Matches. 

18. Quinine and cinchona febrifuge. 

19. Text-books approved by the Director of Public 
Instruction, Bihar, for Infant Class and Class¬ 
es I to V in all schools. 

20. Sacred books including the Vedas, the Upa- 
ntshads, the Ramayan, the Mahabharath, the 
Gita, the Ghandi, the Quaran, the Tafsir, 
Hadith, Shuruhi-Hadith, Usuli-i-Hadith, 
tlie Usul-i-Tafsir, the Fiqh, Usuli-i-Fiqh, the 
Kalam, the Bible, the Zend A vesta, the Kalpa- 
Sutra, the Dham mapada, the Granth Sahib. 

21. Country liquor including toddy and pachwai, 
potable foreign liquor including medicated 
wines, ganja, excise opium excluding prepara¬ 
tions of opium, bhang and char as. 

22. Electrical engergy. 

23. Coal gas, when sold by a Gas Supply Com¬ 
pany for consumption— 

(a) by Government or any local authority, or 

(b) in respect of any industrial undertaking 

(other than in residential or office pre¬ 
mises), or 

(c) in any place declared by the provincial 

Government to be exclusively used for 
public charity, 

24. Motor Spirit, that is to say, any inflammable 
hydro-carbon (including any mixture of hydro¬ 
carbon or any liquid containing hydro-car 
bon) which is ordinarily used for providing 
reasonably efficient motive power for any 
form of motor vehicle. 


25. Newspapers. 

26. Water, but not aerated or mineral water, when 
sold in bottles or sealed containers, 

27. Goods obtained from the Canteen Stores De¬ 
partment of the Government of India and sold 
by canteen contractors certified by that De¬ 
partment, to members of His Majesty’s or 
Allied Forces, at prices fixed by the said 
Government. 


APPEN 

Statement Showing Changes in the List of Exempted 

1948-49 ” I 1949-5° 


In the exemption list of 1947- 
48, no change was made 
except the followings :— 


(i) Exemption from ‘mol¬ 
asses’ was withdrawn 
with effect from the 1st 
July, 1948. 


(ii) Goods mentioned in 
serial 13 of the notifica¬ 
tion No. 8668-F. T,, 
dated the 19th December 
1945 were omitted from 
the exemption list. 

(Hi) Exemption in respect 
of item (iv) for the year 
1947-48 was again restor¬ 
ed from the 15th July, 
1948. 


The following further chan¬ 
ges were made during 
this year besides those 
made in 1948-49 :—- 

( i ) Goods mentioned in se¬ 
rials 1 to 3 of the exemp¬ 
tion list for the year 1946-47 
became taxable on their 
sales within Bihar. 

(ii) Exemption in respect of 
the goods mentioned in 
serial No. 7 of the list for 
the year 1946-47 was with¬ 
drawn, 

(in) SI. No. 13 of the exem-* 
ption list for the year 
1946-47 which was omit¬ 
ted in 1948-49 was again 
substituted by the words 
“Agricultural implements 
worked by human or ani¬ 
mal power’ 1 . 

(t‘y) Matches and Kerosine 
oil despatched outside 
the province by or cn be¬ 
half of the dealer became 
exempt, 

(y) ‘Aviation Spirit’ became 
exempt from the 1st Nov¬ 
ember, 1949. 



127 


DIXJII. 

Goods Under the Bihar ales tax act form time to time :— 

1950-51 1951-52 1952-53 1952-54 

No change except the following :— No change except the follow- No change except the follow- No change except the follow¬ 


ing :— 

Khadi Cloth-The exemption shall (i) As regards item (Hi) for the 
be allowed only to dealers who year 1949-50, exemption has 

are granted certificate of cxemp- been allowed to the following 

tion by the Commissioner of Sales agricultural implements :— 

Tax, Bihar, to the effect that they Agricultural 4 inplements - wor- 

sell Khadi cloth certified as genu- Iced by human or animal 

ine by the Akhil Bharatiya Char- power, namely :—~ 

kha Sangh. This exemption has (1) Rahat Water lift, 

been allowed from the 1st Janu- («) Archmedian Screw pump, 
ary, 1951. (m) Ploughs and parts thereof, 

(ia) Spades (Kudalis), 

(i>) Hoes, 

(ri) Phavras, 

(vii) Harrows, 

(viii) Iron and leather Moots, 

(ix) Sickles, and 

(x) Khurpies. 

(ii) Exemption allowed also to 
the spining wheel (Charkha) 
or parts thereof. 


mg _ mg 

Cotton—This exemption has (i) In the goods specified under 
been allowed from the 1st item (*) for the year 1951-52, 

January, 1953 on all sales of the following have been ad- 

cotton made by the Bihar ded :— 

Khadi Samiti, and its branches 
in the State for the exclusive (a) Karin g. 

purpose of spinning Khadi (b) Kundi. 

Yarn and certified as such by 

the said Samity, («) Sugarcane sold by the Su¬ 

garcane Co-operative Socie¬ 
ties to the factories for manu¬ 
facturing purpose has been 
exempted, but the exemption 
has been given restrospective 
effect from the 1st April, 1950. 
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Appendix III 

Comparative figures of receipt of tax and expenditure on collection 


Percentage of 
expends expenditure in 
ture relation to receipt 


1946- 47..1,05,09,849 5,87,466 5'°5 

1947- 48.1,31,88,939 6,20,634 4*70 

1948- 49.3,89,52,258 8,18,936 2-83 

1949.50. 4 , 65 , 89,974 10,43,806 2-23 

1950- 51.5,66,18,777 12,43,908 2*20 

1951- 52 :.jjjEA • 5,39,57,880 14,50,840 2*70 

1952- 53.5,29,15,847 15,47,570 2*87 


Appendix IV 

Total receipt of tax under the different Acts administered by the Department of Commercial Taxes 

Agricultural* Sales Tax Entertainment Electricity Motor Spirit Passengers 
Year Income Tax Tax Duty Tax and Goods 

Trains Tax 

1 234567 

Rs. Rs. Rs. Rs. Rs. Rs. 

1946*47 . » .26,80,292 78,29,557 •• •* •• •• 

1947“48 - • • • * * * * * * 25,23,434 1,06,65,505 * • •• •• •• 

1948-49.. • 32,09,949 2,33,61,173 22,59,795 1,21,341 

1949*50 . 41,05,328 3,57,53,017 33.9i.589 6,03,733 24,36,307 

1950- 51.. 69,10,255 4,10,98,737 35,88,243 9,09,606 29,69,024 11,36,912 

1951- 52 .57,30,041 3,82,55,042 37,90,98 i 41,87,957 34.47,532 15,31,3*7 

1952- 53 . 49,17,798 3,72,83,286 34,88,167 u,97,332 41,01,286 19,27,978 


(*) The admiciitra of this tax was taken over by the Commercial Taxes Department from the Excise Department with effect from the year 1949*50- 
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Appendix V 
Trend of Arrears 



Year 



Agricultural 
Income Tax 

Sales Tax 

Entertain¬ 
ment Tax 

Electricity 

Duty 

Motor Spirit 
Tax 

Passengers 
and Goods 
Transport 
Tax 


1 



2 

3 

4 

5 

6 

7 





Rj. 

Rs, 

Rs. 

Rs. 

Rs. 

Rs. 

1946.47 

* 

• 

- 

4.77.6" 

17.26,995 





1947-48 . 

. 

• 

• 

4,08,160 

14,63,978 





1948*49 . 

. 

* 

* 

9.64,385 

38,81,917 

14,94* 

10,166 

•> 

• • 

I 949 ’ 5 ° * 

. 

• 

• 

*0,23.157 

55.39.546 

*,35.3** 

47 , 37 * 

95 


1950-51 . 

. 

* 

* 

. 25,33,009 

50,80,317 

9 , 45 ,108 

89,819 

4>459 

7,93,663 

I 95 I -52 

. 

* 

* 

23,63,473 

37,30,564 

2,56,091 

76,377 

8,232 

9,4*,47 7 

1952-53 • 

* 

\ 

• 

. 28,08,052 

*7,69,559 

3,42,109 

21,166 

5 ®i °49 

6,52,332 


Appendix V-A 


List of manufacturers, wholesalers and others having annual turnover exceeding Rs . 10,000 


Manufacturers 

Importers 

Wholesalers 

Retailers 

Commission agent# 

3,380 

878 

7,636 

27,369 

2,901 


Appendix V-B 

List of Dealers falling under different states of turnover 

Turnover between Turnover between Turnover between 

Rs. 10,000—30,000 Rs. 30,001—60,000 Rs. 60,001 and above 

11,56! 


22 , 3*5 


7,888 
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Appnedix VI 

List of Goods on which the rate of levy is higher than the ordinary rate 

Rate of tax in 

Description of goods t ^ ie ru P ee 

t. Motor vehicles including cars, motor taxi-cabs, motor buses, motor trucks, motor vans, motor lorries, motorettes, motor 9 pies 
scooters, motor cycles and combinations and component parts and accessories of motor vehicles including tyres, tubes, 
battries, tools and other articles used for repair and maintenance of motor vehicles, excepting lubricants and diesel oil. 

2. Refrigerators >» 

3. Cinematographic, photographic and other cameras, projectors and enlargers, lenses and other parts of accessories of came¬ 
ras, projectors and enlargers and films, plates, paper and cloth required for use therewith. a 

4. Gramophone* and record* » 

5. Perfumery and cosmetics ............. « 

6. Upholstered furniture » 

7. Ivory articles and articles inlaid with ivory >» 

/ 

8. Rifle*, revolvers, pistol* and ammunition for the same » 

9. Auto*cycles and accessories » 

10. Wireless reception instruments and apparatus and component parts thereof; electrical valves, accumulators, amplifiers „ 

and loudspeakers which are not specially designed for the purpose other than wireless reception; and radio gramophones. 

11. Glassware domestic pottery and china wares, excepting glass bangles and lantern chimney . . . - * 

12. Cigar*, cheroots, cigarettes, pipe tobacco, cigarette cases, pipes and lighters » 

13. Fountain-pens, stylograph pens, propelling pencils; fountain-pen nibs ......... » 

14. Table cutlery, including knives, forks and spoons . »> 

15. Crockery, including tea sets and dinner sets » 

16. Binoculars, telescopes and opera glasses .............. ?? 

17. Frigidaires, and air-conditioning or air-cooling plants, including spare parts and accessories thereof .... „ 

18. Clocks, time-pices, watches and parts thereof » 

19. Sewing machines, knitting machines and parts thereof » 

20. Thermos Flask » 

21. Incandescent lamps, incandescent lanterns and parts thereof, and incandescent mantles ...... » 

22. All varieties of paints and varnishes, and all painters’ materials .......... » 

23. Adrema machine, dectaphone and similar apparatus for recording or reproducing sound, and parts and accessories ♦ 

thereof. >> 

24. Ladies’ hand-bags and other types of vanity bags » 

25. All machineries or machines worked by electricity, diesel or petrol and spare parts and accessories thereof, excepting agri- „ 

cultural machineries and implements and parts thereof. 

26. All leather goods, including artificial leather goods and leather cloth except footwear and equipments for out-door games „ 

27. Iron and steel safes, almirahs and furniture ^ » 

28. Potable spirit, wine or liquor whether imported or manufactured in India ♦..<*..* >» 

29. EPNS goods and articles of every description manufactured from foreign electroplates, nickel, German silver or stainless „ 

steel* 

30. Electrical goods, instruments, apparatus and appliances, including electric fans and lighting bulbs; electrical earthware „ 

and porcelain; and all other accessories. 
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Appendix VII 

List oj Goods which are taxed at a rate lower than the\ ordinary rate 

Rate of tax 

Description of goods in the 

rupee. 

1. Mustard seed, rape seed, mustard oil, rape oil and 3 pies, 
mixture of mustard and rape oil. 

2. Cotton cloth ....... ,, 

3. Fertilisers including Khari salt . . . „ 

4. Coal and coke.. 

5. Cereal's and pulses including all forms of rice, gram, „ 
peas, moong, arhar, masur, khesari, millet, bajra 

and jowar, wheat, oats, barley, maize, broken pul¬ 
ses, sago, besan, and satu, bread and flour including 
atta, maida, suji, and bran. 

6. All varieties of shellac and lac but excluding sticklac „ 

7. Bullion and specie ...... „ 

Appendix VIII 

Approximate yield oj Sales Tax Revenue from some of the Principal articles 
included in the Schedule to “Essential Goods”* 

Rs. 

1. Cereals, pulses, including bread, flour, etc., etc, . 40,00,000 

2. Coarse and medium cloth .... 35,00,000 

3. Fertiliser and Agricultural machinery and implc- 10,00,000 
ments. 

4. Coal, coke, etc., including motor spirit and other 55,00,000 
petroleum products. 

5. Iron and Steel ...... 22,00,000 

6. Edible oil, oilseeds, etc. ..... 25,00,000 


Appendix IX 

Rates of Agricultural Income Tax 

Rate 

1. On the first Rs. 1,500 of the total agri- Nil. 

cultural income 

2. On the next Rs. 3,500 of the total agri- Nine pies in the rupee, 
cultural income. 

2. On the next Rs. 3,500 of the total agri- One anna and nine 

cultural income. pies in the rupee. 

3. On the next Rs. 5,000 of the total agri- Two annas and six 

cultural income* pics in the rupee. 

4. On the next Rs.5,000 of the total agri- Three annas and six 

cultural income. pies in the rupee. 

5. On the balance of the total agricultural Four annas in the 

income. rupee. 

Rates of Super-tax 

1. On the first Rs, 25,000 of the total agri- Nil. 

cultural income. 

2. On the next Rs. 10,000 of the total One anna in the 

agricultural income. rupee. 

3. On the next Rs. 10,000 of the total agri- One anna and six pies 

culturcal income. in the rupee, 

4. On the next Rs. 10,000 of the total agri- Two annas in the 

cultural income. rupee. 

5 . On the next Rs. 10,000 of the total agri- Two annas and six 

j cultural income. pics in the rupee. 

6. On the next Rs. 10,000 of the total agri- Three annas in the 

cultural income, rupee. 

7. On the next Rs. 15,000 of the total agri- Three annas and six 

cultural income. pies in the rupee. 

8. On the next Rs. 15,000 of the total Four annas in the 

agriculturalincome. rupee. 

9. On the next Rs. 15,000 of the total Four annas and six 

agricultural inome. pies in the rupee. 


Rate 

10. On the next Rs. 30,000 of the total agri- Five annas in the 

cultural income. rupee, 

11. On the balance of the total agricul- Five annas and three 

tural income. pies in the rupee, 

B.— Note on Excise Taxation 
Section I,—General 
General Features 

The State Excise Department, under the administrative 
head of the Excise Commissioner, is responsible for the 
administration of the Bihar and Orissa Excise Act, 1915 
(Act II of 1915). Under section 27 of the said Act, the 
State Government have the power to impose duty on 
import, export, transport and manufacture of excisable 
articles. An excise duty or a countervailing duty, as the 
case may be, at such rate or rates as the State Govern¬ 
ment may direct, may be imposed, either generally or 
for any specified local area, on— 

(a) any excisable article imported, or 

(b) any excisable article exported, or 

(c) any excisable article transported, or 

(d) any excisable article (other than Tari) manu¬ 
factured under any license, granted in respect 
of clause (a) of section 13 of the said Act, or 

(e) any hemp plant cultivated, or any portion of such 
plant collected, under any license granted in 
respect of clause (b) or (c) of section 13 of the 
Act, or 

(/) any excisable, article manufactured in any distil¬ 
lery or brewery licensed, established, authorised, 
or contained under the Act. 

The State Government have powers under sections 27 
and 28 of the said Act to fix the rate of tax per tree for 
the manufacture of fermented Tari. 

The following is the list of excisable articles and the 
taxes which are levied on them under the Act in this 
State : — 

(1) Duty on country spirit and license fee on coun¬ 
try spirit shops. 

(2) Duty on India made foreign liquor and license 
fee for such shops. 

(3) Duty on Ganja, Bhang and opium and license 
fees on these shops. 

(4) Duty on rectified spirit. 

(5) Export pass fee on spirit. 

(6) Duty on spirit included in medicated wines and 
toilet preparations. 

(7) Gallonage fee on denatured spirit. 

(8) Tree tax. ; 

Under section 90 of the Bihar and Orissa Excise Act, 
1915, the Board of Revenue have the powers to make 
rules for prescribing the scale of fees and fixing the 
retail prices of excisable articles. 

The Excise Commissioner, who is also the Controller 
of Molasses, is, also responsible for the administration 
of the Bihar Molasses (Cess on Sales) Act, 1953 (Bihar 
Act II of 1953). Under section 3 of the said Act, the State 
Government have the powers to levy cess on sale of 
molasses by the owner or occupier of a factory, provided 
that no such cess shall be levied on the molasses sold 
to distilleries for the manufacture of country spirit or 
power alcohol for supply to country spirit warehouses 
or mixing depots under the control of the State Govern¬ 
ment. 

Amendment of the Law ,—Section 47 of the Bihar and 
Orissa Excise Act was amended in 1949 to enhance the 
provision of punishment for Excise crimes in order to 
deter people from taking to it. Besides, amendments in 
the rules are every now and then made according to the 
necessities. 

Levy of Taxes 

Rates of levy , etc. 

Country Spirit .—During the year 1946-47, the rates of 
duty on country spirit were from Rs. 1-2-0 to Rs. 19-6-0 
per L. P. gallon. This variation was according to the 
strength of liquor and local condition of the place. The 
revenue during this year under this head was 
Rs. 3,18,47,316. The main reason of this high revenue was 
that outstill system was prevalent in the major parts of 
Chota Nagpur ,and Santhal Parganas and also in some 
parts of the districts of Gaya, Shahabad and Champaran, 
The outstill shops are settled by auction on highest bids. 



But when the policy of Government was changed 
after the Congress Ministry took office on 1st April, 1946, 
the rates of duty were enhanced by 25 per cent with 
effect from 1st April, 1947 and 722 outstill shops out of 
758 in the State were converted into distillery liquor 
shops in order to minimise the consumption of spirit. 
In the outstill shops, the licensees manufacture their 
own spirit and sell it by retail to the consumers, but in 
the distillery liquor shops the spirit manufactured in the 
distillery is supplied to the warehouses established by 
the Government and from there the licensed vendors 
get their supplies for sale to the consumers. The revenue 
under this head during the year 1947-48 was 
Rs. 2.65,53,429. But following a policy of maximum reve¬ 
nue and minimum consumption, the Government decid¬ 
ed to replace the auction system of settlement of the 
shops by the Sliding Scale System of settlement, in the 
areas, south of the Ganges with effect from the 1st 
April, 1948. The retail price and the duty of distillery 
liquor were further enhanced by 25% over the price 
and the rate of duty enhanced in the previous year 
(1947-48). Thus the rates of duty of country spirit 
varied from Rs. 7-13-0 to Rs. 30 per L, P. gallon. The 
revenue daring the year was Rs. 2,77,42,031. Again in 
the year 1949-50, the duty and retail price of country 
spirit was enhanced by 25 per cent in certain strength 
of liquors—and areas and the revenue went to 
Rs, 3,02,14,651. In the year 1950-51, the Sliding Scale 
System was also extended to the areas lying to the 
north of the river Ganges. No change was, however, made 
in rate of duty and retail price of country spirit. The 
revenue again went to Rs. 3,11,74,809. During the year 
1952-53, though there was no change in the highest rate 
of duty, retail price had been enhanced in case of 
72-5-U.P. liquor by Re. 0-8-0 per B. G., while in case 
of 50-U. P. liquor it had been enhanced by Re. 1 per 
B. G. With this enhancement in retail price from 1st 
April, 1952, consumption of country spirit went down 
and thus revenue under this head also slipped to 
Rs. 2,86,98,309. 

Although the duty and retail price of 50-U.P. liquor 
in certain areas of Chota Nagpur Division has been 
reduced with effect from the 1st April, 1953 the revenue 
is not looking up. The main reason of the fall is general 
economic depression in the whole State, 

Ganja .—The duty and retail price of Ganja were 
Rs. 175 and Rs, 240 per seer respectively since 1946-47. 

But with effect from the 16th November, 1949, the 
duty and retail price of Ganja were raised to Rs. 280 
and Rs. 360 respectively per seer. We had to revert back 
to the old rate of duty with effect from the 1st August, 
1950, on account of large-scale smuggling from Nepal. 
The revenue under this head went down from 
Rs, 55,66,967 in 1946-47 to Rs. 51,79,503 in 1948-49, to 
Rs, 32,01,530 in 1950-51 and to Rs, 23,01,093 in 1,952-53. 
Duty under this head cannot be enhanced due to the 
fact that free cultivation of Ganja is done in Nepal 
which leads to its large-scale smuggling in Bihar, Any 
higher price of Ganja will stimulate the smuggling which 
is already there on a large scale, and it will result in 
loss of Government revenue all the more. 

Bhang .—The duty and the retail price of Bhang were 
Rs. 9 and Rs. 15 per seer since 1943-44. The retail price 
of Bhang was raised from Rs, 15 to Rs, 20 per seer in 
South Gangetic area with effect from 1st September, 
1950. The revenue under this head was Rs. 2.91,987 in 
1946-47 and went up to Rs. 4,32,715 in 1950-51. But again 
it went down to Rs. 3,66,605 in 1951-52 and Rs. 3,93,525 
in 1952-53. There is no further scope for enhancement 
in the rate of duty or retail price as Bhang grows wild 
in North Gangetic area. 


Oputm.—Consumption of opium gradually went down 
due to the passing of the Opium Smoking Act, under 
which the opium smokers were registered till a fixed 
period and after that registration was stopped. Thus 
there was no scope for increased consumption -of opium. 
There is also a gradual cut of 10 per cent in the supply 
of opium from the Ghazipore Factory and there is a 
proposal to have total prohibition by the end of March, 
1960. Hence revenue under this head is gradually going 
down. The Treasury price of opium was raised from 
Rs. 180 to Rs, 360 per seer and retail price was raised 
from Rs. 200 to Rs. 400 per seer with effect from the 
1st April, 1947, From 1st December, 1949 the Treasury 
price of opium was further raised to Rs. 430 and retail 
price to Rs. 480 per seer. Again with effect from 1st April, 
1952, the retail price was raised to Rs. 640 per seer. 
The revenue under this head was Rs. 21,39.639 in 1946-47 
and Rs. 10,86,945 in 1951-52. During 1952-53 the revenue 
was Rs. 11,64,452, 


Opiu*rr is administered under the Opium Act, 1878 
(Act I of 1378), as well as the rules framed by the State 
Government under the Bihar and Orissa Excise Act, 
1915, as already stated in the foregoing paragraph. 


Tari ,—With effect from the 1st April, 1948, tax on each 
Palmyra tree was raised from Rs. 3-8-0 and Rs. 6 to 
Rs. 4-10-0 and Rs. 6-8-0, and tax on date trees was raised 
from Rs. 2-8-0 to Rs. 2-12-0. From 1st April, 1952, the tax 
on Palmyra trees was again raised to Rs. 5-2-0 and 
Rs. 7 and tax on date trees was raised to Rs. 3. The 
revenue under this head was Rs. 91,91,946 in 1946-47 and 
went up to Rs. 1,04,45,495 in 1948-49 and Rs. 1,11,65,883 
in 1950-51 and Rs. 1,15,28,375 in 1952-53, 

Fresh Tari in its unfermented state is Neera, and is 
taken by the consumers for its medicinal dietatore 
values. In order to encourage the sale of Neera, tax-free 
licenses were granted and the revenue under this head 
has had same adverse effect. During 1951-52, the revenue 
under this head went down to Rs. 97,17,932. In the year 
1952-53, when the tax was raised, there was a great 
agitation against it among the Pasi community of the 
State. The revenue under this head during 1952-53 was 
Rs. 1,15,28,375. 

Foreign Liquor .—From 15th March, 1945 duty on 
foreign liquor was raised from Rs. 30 to Rs. 40 per L. P. 
gallon. From 1st April, 1951 the rate of duty 
was again raised to Rs, 56-4-0 per L. P. gallon. From 
1st April, 1952 the license fee on wine and spirits was 
raised from Re. 1 per quart bottle to Rs. 1-8-0 per quart 
bottle and license fee on beer was raised from 4 annas 
to 6 annas per quart. No separate figure for India made 
foreign liquor is available. There is no further scope 
of enhancing the rate of duty or license fee as the 
consumers of this State cannot afford to pay more on 
account of drink as generally they are not of richer class. 

Denatured Spirit .—In case of denatured spirit there 
was a fixed fee up to 1933-34, i,e. f the wholesale fee was 
Rs. 50, retail fee was Rs. 5 and fee for possession above 
limit was Rs. 2. In 1934-35, the wholesale rate was 
Rs. 50 and gallonage fee was Re. 0-8-0 per B. G, In 
1943-44 gallonage fee was Re. 1 per B. G. In 1952-53, 
the wholesale license fee has been enhanced to Rs. 100 
and gallonage fee has been enhanced to Rs. 2 per B. G, 
License fee for other miscellaneous licenses has also 
been doubled. 

Cess on Molasses .—This is altogether a new enterprise 
of the State Government. The Bihar Molasses (Cess on 
Sales) Act, 1953, has been enforced with effect from the 
30th January, 1953 and the revenue collected since April, 
1953 up to July, 1953 was Rs. 93,225 only. The rate of 
cess levied on sale of molasses has been fixed at the rate 
of Re. 0-8-0 per maund. 

As the Sliding Scale System is in force here in case 
of country spirit, Ganja, Bhag and opium, the license 
fee, as already stated above, is charged according to 
their monthly consumption for which a fixed scale has 
been prescribed by the Board of Revenue, 

Exemptions .—The following exemptions' have been 
made under section 94 of the Bihar and Orissa Excise 
Act : — 

(1) Pachwai .—From the provisions of the Act relating 
to manufacture and possession when it is manufactured 
and possessed by any person in Santhal Parganas or by 
persons belonging to the aboriginal tribes in the Banka 
Sub-division of the Bhagalpur District or in the Chota 
Nagpur Division except in Jamshedpur area in the dis¬ 
trict of Singhbhum, Dhanbad area in Manbhum and 
certain areas of Ranchi District. As use of Pachwai 
forms the part of culture of the aboriginals, this exemp¬ 
tion has been allowed. 

(2) Tari .—From the provisions of the Act relating to 
transport, when transported, by a person licensed to sell 
Tari or by his bona fide carriers, from the place of manu¬ 
facture to the licensed place of vend, 

(3) Tar or Khajur.trees for the purpose of drawing 
unfermented Tari for sale as Neera by the Gram Udyog 
Karyalaya. Muzaffarpur and the Bihar Vidyaoitha at 
Sadaquat Ashram, Patna, from the provisions of sections 
27 and 28 of the Act relating to the levy of tree tax. The 
exemption is to encourage the use of Neera. 

(4) All excisable articles [except cocaine and the pre¬ 
parations referred to in (6) below] upon which the full 
Tariff or Excise duty has been paid, and which are con¬ 
tained in medicinal preparations intended bona fide for 
medicinal purposes from the provisions of the Act relat¬ 
ing to possession and sale. 

(5) Perfumed spirit when manufactured from duty 
paid foreign spirit that has not been denatured from the 
provisions of the Act relating to possession and sale. 

(6) Medicated wines and similar preparations, con¬ 
taining foreign liquor from the provisions of the Act 
relating to sale subject to certain conditions. 
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(7) Medicinal preparations containing spirit made in 
India and rectified spirit made in India from the pro¬ 
visions of the Act relating to duty when such prepara¬ 
tions are imported by or issued to— 

(a) Government hospitals and dispensaries, charit¬ 
able hospitals and dispensaries maintained by 
local authorities; 

(b) Veterinary Assistant Surgeons, on indents 
countersigned by the Director, Civil Veterinary 
Department or Deputy Director, Civil Veterinary 
Department; 

(c) any Government department or institution; 

(d) the Principal, Indian School of Mines, Dhanbad, 
for the medical needs of the School; and 

(e) the Superintendent, Suropean Hospital, Kanke, 

(8) Medicinal preparations prepared in accordance 
with prescriptions recognized in Standard Ayurvedic and 
Tibbi Medical Works, by persons bona fide engaged in 
the practice of the Ayurvedic and Tibbi Systems of 
medicines are exempted from the provisions of Bihar 
and Orissa Excise Act in respect of manufacture and sale, 
provided no process of distillation is used in their manu¬ 
facture. 

(0) Such recognised medicinal preparations as con¬ 
tain any hemp drugs in a very small proportion and as 
may be notified, from time to time, by the State Govern¬ 
ment from the provisions of the Act relating to import, 
transport, export, possession and sale provided that their 
import from foreign countries is permitted only by 
means other than that of the post. The exemptions in 
connection with the medicinal preparations are more 
or less for philanthropic reasons. 

Administrative set-up.—The Excise Department in 
the State of Bihar is one of the administrative Heads 
of the Departments of the State and is attached to 
the Revenue Department at the secretariat level which 
is its administrative Department. The Board of Revenue 
also exercises control on certain revenue and administra¬ 
tive matters. 

The Commissioner of Excise administers the De¬ 
partment and he is assisted by two Deputy Com¬ 
missioners of Excise ; one is posted at Ranchi in the 
Southern Range and other is posted at Muzaffarpur in 
the Northern Range. The' commissioner is assisted at 
the Headquarters by a Personal Assistant and a 
Special Officer for Molasses and Power Alcohol. 
They are gazetted officers. The other gazetted officers 
of the Excise Department are Supreintendents of 
Excise who constitute a Separate cadre. The Main 
duty of the Deputy Commissioners of Excise is to 
assist and advise the District Officers in respect of 
assessment and Collection. They are also inspecting 
officers and they are responsible for thorough check¬ 
ing over the district Excise staff in respect of collec¬ 
tion of revenue and if any irregularity is found, they 
inform the Excise Commissioner for necessary action. 

The State consists of sixteen districts. The adminis¬ 
trative head of each district is Collector of the dis¬ 
trict, whose designation in the non-regulated districts 
is that of Deputy Commissioners. The adminis¬ 
trative head, whether he is a Collector or a Deputy 
Commissioner is assisted by one Excise Superinten¬ 
dent, who is really responsible for the collection of 
the Excise revenue of the district under his charge. 
For the purpose of collection of revenue and adminis¬ 
tration in the districts, each district has been divided 
into ranges, and each range into circles. An Excise 
Inspector holds charge of the range and a Sub-Inspec¬ 
tor of Excise holds charge of a Circle. The Excise 
Assistant Sub-Inspectors and Excise peons are attach¬ 
ed to the officers of the Range and Circle in order 
to help them in day to day work of collection of 
revenue. 

The Excise Commissioner on the advice of the 
Deputy Commissioner of Excise and District officers 
generally assess the revenue subject to the approval 
of Board of Revenue and State Government, The 
District officers and subordinate officers below him are 
responsible for the collection of the revenue so asses¬ 
sed. The Superintendent of Excise has the power to 
hoar appeals against Sub-Inspectors and Inspector of 
Excise. 

The Collector or Deputy Commissioner has the 
power to hear appeal against the orders of Superin¬ 
tendent of Excise in respect of all matters such as 
assessment, collection or administration. The Excise 
Commissioner has the appellate powers to hear all 
appeals against the orders of Collectors and Deputy 
Commissioners. The Member, Board of Revenue, has 
the legal right to hear appeals against the orders 
of the Excise Commissioner. The court of the Mem¬ 
ber, Board of Revenue, is the highest court of appeal 
in the State in respect of Excise revenue. As stated 
18—1 T-E. Com • (N. D.) /55 


above the collection of Excise taxes by the Excise 
Officers, is made at the source. In rare cases collec¬ 
tion is made afterwards. Collection at the source 
facilities the work and leaves less scope for arrears. 

Cost o/ Administration, etc .—A statement showing 
the total cost of administration and collection of the 
Excise taxes from the years 1946-47 to 1952-53 and 
also estimated cost for the year 1953-54 is given 
below : — 


i94 6 -47 1 947-4® i94®-49 , 1949-50 

Rs. Rs. Rs. Rs. 

Administration . 19,18,284 19*35,176 24,10,381 33,14,960 

Collection , . 17,56,905 1 7>79>°94 22,02,576 25,03,225 


i950‘5i 1951-52 i95 2 -53 *953-54 

(Estimated) 

Rs. Rs. Rs. Rs. 

Administration . 31,86,239 28,45,432 31,06,499 29,43,230 

Collection ' » . 25,60,600 26,49,182 26,20,121 26,48,763 

The total net excise revenue for the years 1946-47 to 
1952-53 and estimated revenue for the year 1953-54 have 
been mentioned in the subsequent paragraph. 

The percentage of the cost of administration and cost 
of collection during the years 1946-47 to 1953-54 (Esti¬ 
mated) in comparison of receipts are as follows : — 



1946-47 

1947-48 

1948-49 

1949-50 

x. Cost of Adminis- 

3-7% 

j . * 0 / 

4 1 /o 

4'9% 

6 6% 

tration. 

2. Cost of Collection 

3'4% 

38% 

4'7% 

50% 


1950-51 

1951-52 

‘952-53 

‘953-54 

1 * Cost of Adminis- 

5 9% 

5-4% 

6-5% 

(Estimated) 

6-5% 

tration. 

2, Cost of Collection 

4-3% 

> 5-i% 

5 5% 

5-8% 


The efficiency of tax administration and tax collection 
can very well be judged from the low percentage of cost 
which is being incurred for the collection of the revenue 
approximately to the tune of 5 crores, The percentage 
of cost has been gradually increasing due to the fact 
that outstill shops have been abolished with effect from 
the 1st April, 1947 throughout the State and replaced by 
distillery liquor shops, except in certain pockets of Chota 
Nagpur, because of the facts that the present State 
Government are pledged to the policy of gradual prohibi¬ 
tion. Due to this reason the auction system of settlement 
of country spirit shops has also been abolished and 
replaced by Sliding Scale System of settlement with effect 
from the 1st April, 1948 in the South Gangetic area and 
with effect from the 1st April, 1950 the system was 
extended to the whole State. These measures which have 
been taken to minimise the consumption of intoxicants, 
require extra establishment—cost for the collection and 
supervision. Due to the abolition of outstill shops, the 
aboriginals of the Chota Nagpur, Santhal Parganas and 
Banka Sub-division of the Bhagalpur district who like 
the flavour of Mahua, have taken recourse to illicit 
distillation, which also requires special staff and force 
with vans to check the crime against Excise Laws. 

The smuggling of Nepal Ganja has increased to such 
a great extent that revenue under this head has already 
fallen to its ebb and in order to check this menace of 
smuggling, special staff and mobile force have been 
posted with Jeep car on the Nepal borders. 

For the administration of Molasses Control Act and 
Power Alcohol Act also, which came into force from 
1947 and 1950 respectively, expenditure on administra¬ 
tion has increased considerably. Power Alcohol Scheme 
has been introduced throughout the North Gangetic area, 
with effect from the January, 1950. The scheme was 
further extended gradually to the areas served by the 
bulk depots of the oil companies at Bhagalpur. Patna, 
Gaya and Dhanbad on “no gain and no loss” basis. 

Thus due to the facts stated above the cost of adminis¬ 
tration as well as collection has increased gradually from 
1947-48. 

Excise taxes are levied indirectly on the consumers of 
the excisable articles, and hence they have practically 
no say in this matter. Administration and collection of 
the taxes are on sound and efficient footings, and as 
such there is no new proposal to improve the efficiency. 
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Receipts trends .— Statement showing the revenue position during the years 1946-47 to 1952-53 is given below: — 

Description of goods Rate of tax in 

the rupee. 


1946.47 

1947-48 

1948-49 

I949.5O 

I950-5I 

I95I-52 

1952-53 1953-54 

(Estimated Re¬ 
venue) 

Rs, 

Rs. 

Rs. 

Rs, 

Rs. 

Rs. 

Rs. 

Rs. 

5,15,15,164 

4,66,11,502 

4,85,38,313 

4 j 99»43>477 

5>*5, 6 4>552 

5,18,96,014 

4»7'»45>2i4 

4 j 5 °j 93>45° 


From a perusal of the above statement, it would 
appear that the highest revenue was obtained during the 
year 1950-51, when it rose to Rs. 5,25,64,552. Though 
the highest revenue has been shown in the year 1950-51, 
actually the peak period for revenue was 1946-47, when 
the revenue was Rs. 5,15,15,164. In the year 1950-51, 
revenue shown, also, includes revenue obtained towards 
the end of the year 1949-50, which could not be accounted 
for in Accountant-Generals office during the, year 1949-50. 
In the year 1946-47 the reason for highest revenue was 
that outstill system was prevalent in the major parts 
of the Chota Nagpur and Santhal Parganas and also in 
some parts of the districts of Gaya, Shahabad and 
Champaran. This was also a period of war boom. Apart 
from this, it would appear that we have been able to 
maintain the revenue, with slight fluctuations, at par 
and towards increase up to 1951-52. During 1952-53, the 
revenue came down and again during 1953-54, we are 
fearing some fall. This is mainly due to the economic 
depression and slackness in the trade of mica, jute, coal, 
etc, in the State causing serious unemployment # and 
diminition in purchasing power. The recent floods in the 
major parts of the State will naturally bring adverse 
effects on the economic condition of the people of the 
State and to the revenue may be less in comparison to 
the last year (1952-53). 


and even air which becomes too difficult to control 
through help has been sought from every possible cor¬ 
ner. The Excise staff are taking all necessary precau¬ 
tions to stop this practice altogether but smuggling of 
Nepal Ganja has assumed such a menacing magnitude 
that it is not possible for the present staff to cope with 
it. Revenue under the head ‘Ganja’ has gone down con¬ 
siderably. There is a proposal to augment the staff to 
fight this menacing method of the people to evade the 
excise revenue of the State. There is also a proposal 
to hold a conference of Nepal Government, India Gov¬ 
ernment and the State Governments of Bihar, Uttar 
Pradesh and Bengal to chalk out some definite mea¬ 
sures to stop this smuggling of Nepal Ganja to this 
State and bordering States of Uttar Pradesh and Ben¬ 
gal. 

In the meantime special staff with a Jeep car had 
been posted in North Bihar to cheek smuggling of Nepal 
Ganja. 

An important step taken by the Government for check¬ 
ing crime against Excise Laws was the amendment of 
Bihar and Orissa Excise Act by Bihar Excise (Amend¬ 
ment) Act, 1949, under which the maximum penalty 
to be imposed has been enhanced from six months to 
one year and in case of fine from Rs. 1,000 to Rs. 2,000. 


The rates of duty and fees on excisable articles cannot 
be increased more now, as we did in previous years to 
maintain the excise revenue. If the rates of duty and 
fees on excisable articles are further increased it is 
feared that the pevenue may fall all the more. 

Arrears ,—In case of realization of duty as they are 
prepared, there is rarely a chance of any arrear. Arrears 
may take in payment of licence fee, but under the present 
system of Sliding Scale System which has been intro¬ 
duced throughout the State, there is very little scope 
of arrear. Under the auction system of settlement the 
licensees of outstill shops and Tari shops may make 
delay in the payment of the license fees and thus arrears 
may accumulate. This arrear is sometimes due to some 
unforeseen circumstances, such as agitation from a group 
of persons or community as a whole. The following 
procedure is adopted for avoiding accumulation of arrears 
and ensuring their prompt recovery. The licensees are 
required to pay the license fees into treasury or a sub¬ 
treasury on the 1st of each month, so if a licensee wants 
to remit his license fee by money-orders he must do so 
on such date that it reaches the treasury or sub-treasury 
on the 1st of the month for which it is due. As delay 
takes place in getting the sub-treasury Chalans showing 
payment of fees at the sub-divisional treasuries the Ex¬ 
cise Officers have been asked to look into the sub¬ 
treasury books and to find out what license fees have 
been paid up to the 3rd of a month and report to the 
Superintendent of Excise on that very date. A complete 
list of defaulters is prepared by the 5th and distress 
warrants are issued by the 7th to realise the dues 
expeditiously., Simultaneously with the issue of distress 
warrants notices are sent to defaulters to show cause 
why they should not be punished for non-payment or late 
payment of license fees. If the explanations submitted by 
the defaulters are not found to be satisfactory, penalty 
is imposed under section 68 of the Bihar and Orissa 
Excise Act, 

Moreover, the defaulters are blacklisted and debarred 
from getting any license for varying periods. 

The provision set forth has been generally found to 
be adequate to prevent accumulation of arrears in the 
Excise revenue. 

Evasion and Avoidance .—The principal methods, 
practised by the people of the State for evasion and 
avoidance in respect of excise revenue, are the illicit 
distillation of liquor, smuggling of liquor from lower 
duty area to higher duty area and smuggling of Ganja 
from Nepal, where it is freely cultivated and sold at 
very cheap rates, into this State. Efforts are being made 
to see that revenue position does not deteriorate on 
account of the latches of the Department in respect of 
smuggling of liquor from the lower duty area to the 
higher duty area. Special staff and mobile force have 
been posted to the jungly and hilly areas of Chota 
Nagpur and Santhal Parganas to check the illicit distilla¬ 
tion of liquor, where such practices are very common. 
The modi operandi of the smugglers are numerous and 
they take the help of railway, post office, river route, 


Section II— Replies to Questions 

Question No. 135. 

(a) (i) So as this State is concerned there is no com¬ 
ment to offer on the subject of levy of duties on excis¬ 
able (provincial) articles. The system prevalent has been 
found to be satisfactory. 

(ii) In this State the policy of prohibition is the only 
policy which may involve relinquishment of excise 
revenue but though this is the aim, yet it has not been 
made operative anywhere as it is considered that any 
step towards prohibition should be cautious and should 
begin with a temperance propaganda everywhere, as 
without educating public minds against the evils of 
intoxicants, prohibition may not be successful and the 
loss in revenue from Excise duties will be fruitless. For 
these reasons a temperance propaganda has been started 
in Ranchi on an experimental measure. The expenditure 
for this is being met from the general Budget of the 
Public Relations Department, as this propaganda work 
is also being conducted by the Director of Public Rela¬ 
tions. 

The question of the decision of the pace at which 
prohibition is to be effected has got to be left to the 
individual States. There can be and in fact there is co¬ 
ordination between border States in the check of 
smuggling of excisable articles. 

Regarding co-ordination in the matter of rates of duty 
in all the States, this may not be feasible, as rates of 
duty vary according to circumstances prevailing in every 
State, and a rate which may be sufficient to fetch 
enough revenue for one State, may be a headache to the 
other. As such decision about rates of duty to be levied 
may be left to the States concerned. 

(b) The rates of duty on alcohol used in medicinal 
and toilet preparations are not the same as on the 
alcohol used for consumption. The rates of duty on 
alcohol used in medicinal and toilet preparations are 
in some cases higher, much higher, than that meant 
for consumption and sometime it is lower too. For 
example in case of alcohol used in Indian medicinal 
liquor (Mritsanjibani) it is Rs. 40 per L. P. gallon. The 
rate of duty for perfumed spirit is Rs. 30 per Imperial 
gallon. For India-made rectified spirit issued to approved 
Chemists and Druggists for the manufacture of spirituous 
medicinal preparations the rate is charged as Rs. 5 per 
L. P. gallon. For manufacture of perfumes and toilet 
preparations the rate of duty on India-made rectified 
spirit is Rs. 17-8-0 per L. P. gallon. On the other hand 
the rate of duty on country spirit is between Rs. 7-13-0 
to Rs. 30 per L. P. gallon. 

Even in view of this difference, in this State no case 
of increased tendency of the people to take to alcoholic 
liquors in the guise of medicinal preparations has been 
found. 

Up till now duty on spirit used in medicinal and toilet 
preparations has been levied by the State Government, 
but in view of the provision made in the Constitution 
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of India and on the recommendation of the Expert Com¬ 
mittee on Excise, the subject has been taken over by 
the Government of India. They have prepared a Bill 
to be brought before the Parliament and on its becoming 
an Act, duty on this kind of spirit will be prescribed by 
the Government of India and will be applicable every¬ 
where in India. Thus there will be automatic co-ordina¬ 
tion in this matter among the States. So far as its 
repercussion on this State’s revenue is concerned there 
is likely that some loss to this State may occur from 
the side of duty to be fixed for spirit used in Mritsanji- 
bani Sura or Sudha, as the rate prevalent here is Rs. 40 
per L. P. gallon, whereas under the said Bill it is pro¬ 
posed to be fixed as Rs. 5 per L. P. gallon. A protest 
has been made to the Government of India. # 

Question No. 136* 

So far as this State is concerned, the powers of alter¬ 
ing Excise duties lie with the Government in adminis¬ 
trative Department for Excise, who bring any change by 
means of a notification published in the State Gazette, 
and this procedure has not been a handicap. As such 
there is no necessity of exercising this power by means 
of executive orders. 

Section III— Other Remarks 

No comments. ' ' 

G—Note on Land Revenue 
Section I.— General 
Nil. 


Section II.— Replies to Question 

General Introduction .—The present level of rents in 
Bihar is a result of historical forces which have been in 
operation since the break-up of the Moghal Empire. 
Theoretically the State was entitled to l/3rd of the gross 
produce of the land, but in actual practice the assessment 
was very often higher and on the eve of the Permanent 
Settlement of 1793 it depended on the one hand upon 
the capacity of the Raiyat to pay and on the other the 
extent to which the landlord could bear pressure on the 
tenant, short of compelling him to surrender his land 
(vide paragraph 241 of the Floud Commission’s Report). 
Apart from this there were what are known as custo¬ 
mary rates of rent in different villages and these were 
generally adhered to except when the landlord succeeded 
m extorting a higher rent from the Raiyats. This has 
naturally led to great disparity between the rate of 
assessment of rent of different holdings and in different 
districts. There has never been any attempt to assess 
rents on a standard basis throughout the State and in 
fact such a course would not possible without disturbing 
very seriously the prevailing level of rents. A statement 
is enclosed showing the average level of rents prevailing 
in different districts in Bihar. It would appear that the 
average rent bears no relation to the fertility of the 
land. For instance in Champaran where the land is 
probably more fertile than anywhere else in the State 
but average level of rent is Rs, 2-2-6 per acre whereas 
in the district of Gaya where the land is certainly less 
fertile than in Champaran the average rate of rents is 
Rs. 6-1-1 per acre. 

The Rent Law Commission of 1879 observed as 
follows : — 


The landlord may also have the rent enhanced on the 
following grounds : — 

(1) That there has been a rise in the average local 
prices of staple food crops during the currency 
of the present rent. 

(2) The productive powers of the land held by the 
Raiyat have been increased by an improvement 
effected by or at the expense of the landlord 
during the currency of the present rent. 

(3) That the productive powers of the land held 
by the Raiyat have been increased by fluvial 
action. 

Under section 37 of the Bihar Tenancy Act, however, 
a suit for the enhancement of rent on the grounds of rise 
in prices cannot be instituted within the peridd of 15 
years from the last enhancement or commutation of rent, 
or from the date on which a suit for enhancement was 
dismissed on merits ( vide section 37 of the Bihar 
Tenancy Act). Section 36 of the Bihar Tenancy Act gives 
power to the Court to order progressive enhancement 
spread over a number of years so that there may be no 
hardship to the Raiyat. 

3. Section 112 (A) of the Bihar Tenancy Act provides 
for partial or entire remission of rent on the following 
grounds : — 

(1) If the soil, has deteriorated temporarily Or 
permanently on account of a deposit of sand or 
by submersion under water, without any fault 
of the Raiyat. 

(2) If the landlord has failed to carry out certain 
arrangements in respect of irrigation which he 
is bound to maintain. 

(3) The rent can also be reduced if there has been 
a fall, not due to a temporary cause, in the 
average local prices of staple food crops during 
the currency of the present rent, so that the 
reduced rents will usually bear to the previous 
rent, th*e same proportion as the current prices 
bear to the prices prevailing at the time when 
the rent was fixed. The reduced rents usually 
remain in force for a period of 15 years. 

(4) Section 52 of the Bihar Tenancy Act provides 
for the alteration of the rent on account of any 
alteration of area of his land. 

4. The rent of a Raiyat in Chota Nagpur can be en¬ 
hanced only by an application before the Deputy Com¬ 
missioner on the following grounds : — 

(1) That the rate of rent paid by the Raiyat is below 
the prevailing rate paid by occupancy Raiyats 
for land of similar quality and with similar 
advantages in the same village or in the neigh¬ 
bouring villages, and that there is no sufficient 
reason for holding it at so low a rate. 

(2) That there has been a rise in the average local 
prices of staple food crops during the currency 
of the present rent. 

(3) That the productive powers of the land held by 
the Raiyat have been increased by an improve¬ 
ment effected during the currency of the present 
rent, otherwise than by the agency or at the 
expense of the Raiyat. 


“The progress of nearly a century has created relations 
of persons and conditions of things to sweep away which 
for the purpose of establishing an ideal normal standard 
would involve an interference with vested interests and 
a disturbance of existing associations, which would 
irritate the feelings of those concerned, and render the 
remedy worse than the disease.” Therefore,' when the 
Bengal Tenancy Act was passed in 1859 and replaced 
by Act 8 of 1885, the principle was accepted that the 
existing rents should be assumed to be fair unless the 
contrary is proved (vide section 27 of the Bihar Tenancy 
Act and Section 25 of the Chota Nagpur Tenancy Act). 

2. The rent of an occupancy Raiyat in Bihar can be 
increased in the following ways : — 

(1) By a registered contract with the landlord sub¬ 
ject to a maximum of two annas in a rupee and 
there can be no further enhancement during a 
term of 15 years from the date of the contract. 

(2) There can be no enhancement of rent by con¬ 
tract even within the period of 15 years for any 
definite improvement carried out by the land¬ 
lord, which he is not under a legal obligation 
to do. Such enhanced rate is, however, payable 
only so long as the improvement exists (vide 
section 29 of the Bihar Tenancy Act). 


5. Under section 33(A) of the Chota Nagpur Tenancy 
Act, the rent of an occupancy Raiyat can be reduced on 
the following grounds : — 


(1) That the rent was enhanced during the period 

of high prices between January, 1911 and 
December, 1936. 

(2) That the soil has deteriorated due to a deposit 
of sand or submersion under water not because 
of any fault on the part of the Raiyat. 

(3) That the landlord has failed to make certain 
arrangements for irrigation which he is bound 
to maintain. 

(4) That there has been a fall, not due to temporary 
cause, in the average local prices of staple food 
crops during the currency of the present rent. 

Any enhancement or reduction of rent on the above 
grounds will remain valid for 15 years. There can, how¬ 
ever, be an enhancement or reduction of rent on account 
of any alteration in the area. 


6 In Santal Farganas rent can be enhanced under 
action 19(A) of Regulation 2 of 1886 but when once the 
mt has been enhanced there can be no further enhance¬ 
ment till the next Survey and Settlement or till a fresh 
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table of rates of rent-roll is published. Rent can, how¬ 
ever, be reduced for the following reasons under section 
50 of the Santal Parganas Tenancy Supplementary 
Provisions Act : — 

(a) That the soil has deteriorated not due to any 
fault on the part of the Raiyat. 

(b) That the landlord failed to carry out arrange¬ 
ments for irrigation which he is bound to main¬ 
tain. 

(c) That there has been a fall, not due to temporary 
causes, in the average local price of staple food 
crops during the currency of the present rent. 

7. Apart from occupancy Raiyat there are Raiyats at 
fixed rates of rent whose rent cannot be enhanced and 
is fixed in perpetuity. The area of such land is, however, 
extremely small. 

Question No. 143. 

8 . The usual procedure is that a Revisional Survey 
and Settlement takes place after every 30 years during 
the course of which fair rents are assessed according to 
the principle set forth above under section 104(A) of 
the Bihar Tenancy Act and section 85(2) (ii) of the 
Chota Nagpur Tenancy Act and Santal Parganas 
Regulation 2 of 1886, As a result of this Survey and 
Settlement the records of right of the Raiyats are pre¬ 
pared and fair rents are settled after taking into consi¬ 
deration any rise or fall in the general level of prices 
since the previous rent settlement and any improvement 
carried out by the landlord. Similarly any deterioration 
in the soij not due to any fault on the part of Raiyat is 
taken note of and any fresh land brought to cultivation 
is assessed to rent. When there is a general settlement 
of rent, the Revenue Officer under section 104(D) pre¬ 
pares a table of rates specifying (a) the class or several 
classes of land for which having regard to the nature 
of the soil, situation, means of irrigation, and other like 
considerations, it is in the opinion of the Revenue Officer 
necessary or practicable to fix a rate or different rates 
of rent, and (b) the rate or rates of rent fairly and equit¬ 
ably payable by tenants holding land of each such class 
where rent is liable to alteration. After the table of 
rates is confirmed, the rates of rent are settled accord¬ 
ingly. 

Similarly in Chota Nagpur when there is a suo moto 
settlement of fair rent, the Assistant Settlement Officer 
has to preoare rates for fair rent for different kinds 
of land in the village and the extent to which the en¬ 
hancement can be allowed and thereafter the rates are 
generally applied to the village. 

There is, however, an alternative procedure, vizi fair 
rents after the final publication of the records-of-rights 
are settled on application by the landlords or tenants 
under section 105 of the Bihar Tenancy Act or 85(2)< 1) 
of the Chota Nagpur Tenancy Act. In such cases the 
Revenue Officer has to follow the principle of enhance¬ 
ment or reduction as described above in the Introduc¬ 
tion when rent is settled as a part of the Survey and 
Settlement proceedings the cost becomes a part of the 
general cost of settlement and half of it is recoverable 
from the Raiyats and half from the landlords. After 
the Zamindaris are vested in Government the State 
will have to bear the landlords’ share of the cost of the 
settlement. 

Where the rents’ are settled on applications the cost 
of fair rent settlement is met out of the income from 
court fees payable on such applications. 

The revisional Survey and Settlement proceedings in 
the State remained under suspension since 1934-35 and 
have been started again with effect from 1952 in the 
district of Purnea, There is great advantage in having 
a Revisional Survey and Settlement 'Operation in every 
district as this not only brings about a settlement of the 
pending agrarian disputes and leads to the settlement of 
fair rents, but is also of advantage from the point of 
view of general administration. The State Government 
therefore propose to continue the existing procedure of 
periodical settlements. 

The usual cost of Survey and Settlement in a district 
will vary according to the size of the district and the 
number of holdings in it. For the district of Purnea 
in which Revisional Survey and. Settlement proceedings 
have been started, the estimated cost is about Rs. 30 
lakhs. The entire cost will be initially advanced by 
Government and later on half will be recovered from 
the tenants. As a Revisional Survey and Settlement pro¬ 
ceeding goes on for about 5 years, the annual cost to 
the State will be to the extent of about Rs. 3 lakhs, 
If this is taken to be the average cost of Survey and 
Settlement in each district and if the Survey and Settle¬ 
ment proceedings are simultaneously continued in three 
districts of the State, the annual cost to Government will 
be of the order of about Rs. 9 lakhs. It will, however, be 
necessary to build up the necessary administrative 


machinery before the Revisional Survey and Settlement 
of three districts can be taken up simultaneously. The 
building up of such an administrative machinery is likely 
to take about three years. 

It is difficult to estimate the extent to which the State 
will be benefited from Revisional Survey and Settlement 
proceedings in the shape of increased revenue after the 
abolition of zamindaris, but as there has been a very 
considerable rise in prices since the last Settlement took 
place, it can be assumed that there may be a general 
increase in the rental to the extent of two annas in the 
rupee, Taking the gross rental of the State to be Rs. 18 
crores as estimated in the Land Revenue'Administration 
Report for 1949, the total increase in the rental of the 
State would be of the order of about 2-25 crores of rupees 
when the Revisional Survey and Settlement Operations 
are complete in all the districts. There have been fresh 
reclamations, specially in Chota Nagpur, Purnea, 
Saharsa and Champaran, which have not yet been asses- 
' sed to rent and there have also been considerable ero¬ 
sions or submersions of land under water in the riverine 
areas. Taking an overall picture an increase of rental 
to the extent of 2-50 crores may be possible on the com¬ 
pletion of the Revisional Survey and Settlement in all 
districts. This is on the assumption that there is no 
abrupt fall in the prices of agricultural produce dur¬ 
ing the next fifteen years. On the whole, an ultimate in¬ 
crease of 2 crores in the total rental may be taken as a 
fairly reasonable estimate. 

Question No, 144, 

, 9. At present there are following stages in the Revi¬ 
sional Survey and Settlement proceedings : — 

(1) Kistwar or preparation of cadastral maps, 

(2) Khanapuri or preparation of a rough record- 
of-rights. 

(3) Attestation. 

(4) Publication of the draft record-of-rights. 

(5) Hearing of objections and preparing final record- 
of-rights. 

The State Government are considering to reduce the 
duration of Survey and Settlement proceedings by cutting 
short the interval between Khanapuri and attestation, so 
that the Revisional Settlement of a district may be 
completed in three years, instead of in five years as 
previously. 

(1) Period of guarantee .—At present rents of occu¬ 
pancy raiyats remain fixed for a period of 15 years apart 
from any enhancement necessary on account of an 
improvement brought about by the landlord or on 
account* of fluvial action. It is not considered desirable 
to "change this period during which rents may remain 
fixed. 

(2) Scope of guarantee. (3) Basis of assessment .—As 
has been stated above the existing rents are results of 
historical forces. T^he question of fixing a basic rate or a 
standard rate was very thoroughly gone into by the 
Bengal Land Revenue Commission and they came to the 
conclusion that it would be impossible in Bengal to graft 
a new method of assessment on to the province without 
regard of its historical development or laws which govern 
rents since 1859, What has been stated about Bengal will 
also apply generally to conditions in Bihar, of which 
the revenue history has been very similar to that of 
the neighbouring province. The fixing of basic rates 
for different kinds of soil would lead to a very great 
disturbance in the existing assessment of rent. The Rent 
Law Commission of 1879 held that the economic theory 
of rent could not be applied in practice because it 
assumes that no land would be cultivated which will not 
yield profit derivable from capital employed in other 
undertakings; whereas in India there is little or no 
capital 'employed in the agriculture, The immediate 
object of cultivation is subsistence, not profit on capital. 
The Commission, therefore, defined fair rent as 
follows: — 

“Such a share as shall leave enough to the cultivator 
of the soil to enable him to carry on the cultiva¬ 
tion, to live in reasonable comfort and to parti¬ 
cipate to a reasonable extent in the progress and 
improving prosperity of his native land.” It 
clearly follows that in the circumstances prevail¬ 
ing in Bihar rent has to be fixed not only with 
reference to the soil of the holding but also 
with reference to the economic condition of the 
cultivator. The fixation of basic rates is, there¬ 
fore, not possible in the circumstances in Bihar. 

As has been pointed above, both Bihar and Chota 
Nagpur Tenancy Acts provide that when an 
enhancement is allowed the court may allow 
the enhancement gradually over a number of 
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years vide section 36 of the Bihar Tenancy Act 
and section 30 of the Chota Nagpur Tenancy 
Act*: 

The total number of occupancy Raiyats and their 
dependants in Bihar is 22-24 millions. Taking 
the average number of members in a family to 
be 5, there are 4-5 million families in Bihar each 
on the average having one holding. It will be 
administratively impossible to vary the rate of 
rent in accordance with the crop grown and in 
fact this may give rise to serious “complications. 
The Tenancy Laws in the State, however, pro¬ 
vide that there will be no enhancement of rent 
on account of any improvement carried out by 
the tenants. 

Payment in kind .—The system of produce rent was 
widely prevalent in Bihar, but it was found that in 
practice this led to serious agrarian disputes regarding 
the division of the produce between the landlords and 
tenants and the raiyats had little incentive in increasing 
the productivity of the land. The State Government have, 
therefore, initiated a large-scale commutation of produce 
rent into cash since 1946 and as a result of this the 
vast majority of holdings which were previously paying 
produce rent now pay cash rent. The State Government 
are, therefore, not in favour of re-introduction of the 
produce rent system. 

Uniformity between States .—Each State has its own 
peculiar revenue history and it is not possible to intro¬ 
duce any degree of conformity between the levels of rent 
in different States. It may, however, be possible to fix 
maximum and minimum rates of rent in terms of pro¬ 
ductivity of land and within these limits the rent should 
be revised under the existing Tenancy Laws. 

Question No. 145. 

10 . There has been survey and settlement all over the 
State except in certain Diara areas and the principles 
which have been enumerated above are in respect of 
Revisional Survey and Settlement proceedings, As has 
been mentioned above, an attempt is being made to 
reduce the period of revisional settlement proceedings 
and to introduce economy in cost, so that the Revisional 
Survey and Settlement of a district may be completed 
in three years. 

Question No. 146. 

11 . As has been stated above it is possible to have the 
rents revised on filing applications under section 105 of 
the Bihar Tenancy Act and section 85 (2) (ii) of the 
Chota Nagpur Tenancy Act, but in the case of Santhal 
Parganas where the rent has once been enhanced since 
the last settlement there cannot be any further enhance¬ 
ment till a fresh settlement takes place or a fresh table 
of rates is published under section 17 of Regulation 2 
of 1886, It is, however, not desirable at the present stage 
to take up the question of enhancement of rent by 
filing individual applications. The Revisional Survey 
and Settlement Operations have already been started 
in Purnea and are likely to be extended throughout the 
State gradually. It is desirable that the rents should be 
revised generally at the time of Revisional Survey and 
Settlement and not by filing individual applications. As 
regards the question of surcharge on the existing rate of 
rents this will be an arbitrary procedure and will accen¬ 
tuate the existing difference in rates. This, besides, is 
likely to be resented by the tenancy. 

Question No. 147. 

12 . The only areas previously under Indian Rulers 
which have merged in Bihar are the Seraikella and 
Kharswan States with an area of 590 square miles which 
now form a Sub-division of the District of Singhbhum. 
These areas had their own tenancy* laws. The rents are 
generally' somewhat higher than m the rest of Singh¬ 
bhum. It is proposed to take up Revisional Survey and 
Settlement Operations in the area under the Chota 
Nagpur Tenancy Act in the near future and thereafter 
the rents will be revised in accordance with the provi¬ 
sions of the Chota Nagpur Tenancy Act. 

Question No. 148. 

13. It is not the intention of the State Government to 
revise the existing rents till the Revisional Survey and 
Settlement of each district takes place. Meanwhile rent 
settlement can only be made. in existing circumstances 
on much the same lines as they have been made in the 
past and they will be undertaken according to pro¬ 
gramme determined by the speed of abolition of the 
Zamindaris and the speed with which the required 
administrative staffs for settlement can be set up. 

The compensation to the landlords will be assessed in 
accordance with the existing rents which were prevail¬ 
ing at the time when the Zamindaris were taken over. 


As stated above, the intention of the State Government 
is to extend Survey and Settlement Operations through¬ 
out the whole State and to revise the rents gradually. 
The speed with which this can be done will, however, 
be necessarily restricted on account of paucity of trained 
personnel and these will have to be recruited and trained. 
The Revisional Settlement Operations in Purnea will 
serve as a training ground for giving training to sur¬ 
veyors as well as to Assistant Settlement Officers. The 
shortage of trained personnel is likely to continue for 
some time but in the course of next three or four years 
it is expected that this difficulty will be surmounted. It 
is true that the land records in many of the districts are 
out of date as some of these were prepared about 50 
years ago. There are, however, other data available 
such as cess revaluation records and the Jamabandis 
filed by the landlords on the basis of which it would not 
be difficult to collect data regarding the existing level 
of rents. 

There is nothing like a market rate of rent in Bihar. 
There is, however, a customary rate that is to say the 
average rates at which lands in the village have been 
generally assessed. 

Question No. 149. 

14. It is not expected that there would be any great 
difference in the principle of assessment of land revenue 
when the system of co-operative farming is adopted on 
a large scale. The Co-operative Farm as such will consti¬ 
tute one unit and will pay the usual rent payable for 
the lands held by it. It may, however, be possible to 
allow certain concessions in the matter of rent payable 
by the Co-operative Farms so as to encourage the spread 
of the movement for formation of Co-operative Farms. 

Question No 150. 

15. (a) There have been certain instances in which the 
outgoing landlords granted rent-free lands in favour of 
Devasthans and other charitable institutions and they 
also granted certain rent-free lands by way of reward 
to certain persons. There is at present no intention to 
assess rent on such lands, as the area of such lands is 
comparatively small. 

(b) When Government settled lands for charitable 
purposes generally a nominal rate of rent is charged and 
no salami (consideration) is realised. The State Govern¬ 
ment propose to give certain concessions regarding rates 
of rent to Co-operative Farms when these are formed. 
Ordinarily a grant of land by Government for a charit¬ 
able purpose is subject to the condition that the grantee 
shall have no right to transfer or alienate and if the 
land ceases to be used for the purpose for which the 
grant was made it will revert to Government. 

(c) The principles for suspension and remission of rent 
and land revenue followed in this State are based on the 
resolution of the Government of India in the Depart¬ 
ment of Revenue and Agriculture bearing No. 3-99/2, 
dated Calcutta, the 25th March, 1905. 

The procedure for granting relief by way of suspen¬ 
sion or remission of land revenue is as follows : — 

In case of widespread calamity relief is first given 
in the form of suspension of land revenue at the 
following scale : — 

[The scale of relief laid down below is for general 
adoption, which is to be taken as the maximum 
scale, and is not to be exceeded except in special 
cases for which there is a full and satisfactory 
explanation,] 

Normal outturn i oo. Degree of relief. 

per cent. 

Forty per cent and less than 50 per cent of the year’s nor- 525 

mal crops. 

Twenty-five per cent and less than 40 per cent of the 50 

year’s normal crops. 

Less than <25 per cent of the year’s normal crops . 100 

If there has been another failure of crop even after 
granting suspension, remission of land revenue is granted 
on the scale mentioned above. 

Question No. 151. 

16. Under the Bihar Tenancy Act and the Chota Nag¬ 
pur Tenancy Act a tenant can use his land for construc¬ 
tion of his residential buildings including Pueca buildings 
and also for starting cottage industries. The use of land 
for these purposes will be considered as being within the 
terms of the Tenancy. If, however, the Raiyat settles 
his land for any industrial purposes the tenancy ceases 
to be an agricultural one and the tenant in question is 
liable to be ejected. Thereafter the land may be settled 
with the new tenant at such rates as may be mutually 
agreed upon and the case will be governed by the 
Transfer of Property Act and not by the Tenancy Laws. 
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Wherever Government lands have been settled for 
industrial purposes in rural areas the rate of rent has 
been fixed after taking into consideration : — 

(1) the value of the land ; 

(2) rent payable for similar lands in the neighbour¬ 
ing areas ; 

(3) the rent which was payable for agricultural use 
of the land. 

Lands in urban areas— In this State so far the agri¬ 
cultural lands lying in urban area are assessed to rent 
at the rates payable for agricultural lands. Whenever 
such lands are, however, converted into homestead or 
building leases, Salami and rent are charged at the rates 
applicable to the building leases. Building leases are 
again divided into two categories, viz.* 

(1) land used for residential purposes ; 

(2) land used for commercial purposes. 

The rent for the land used for commercial purposes is 
considerably higher than the rent for land in use for 
residential purposes and in such cases the rate of rent 
is fixed after taking into consideration the market value 
of the land in the particular locality and the prevailing 
rate of rent. Salami is usually fixed at 10 times of the 
amount of rent. All leases of land for building and com¬ 
mercial purposes are renewable at every period of 30 
years and the rent can be enhanced subject to a maxi¬ 
mum of double the rent previously fixed. 

(3) As has been stated above the rent for land used 
for non-agricultural purposes both in urban and 
rural areas is governed by principles different 
from those applicable for agricultural lands. 
The idea is that the rent for such lands should 
as far as possible be conforming to the existing 
rates of rent for lands in use for similar pur¬ 
poses in the neighbourhood and also to enable 
the State to get a share in the future increase 
in the value of the land from the general pro¬ 
gress and development. 

Question No. 152. 

17. The land revenue of this State was permanently 
fixed in 1793 as a result of which there is no direct con¬ 
tact between the cultivators and the State. The rent from 
the tenants used to be collected by the landlords who 
paid a fixed revenue to Government. After the State 
Government decided to liquidate the Zamindari system, 
a new rural machinery is being set up. The lowest village 
official is called a Karamchari who has at present been 
placed in charge of 10 to 20 villages. His duties are to 
collect revenue, to look after Government lands, compile 
agricultural statistics, report on encroachments and 
supervise the small improvement works. It is considered 
that a charge of 10 to 20 villages is too big for a village 
official to manage efficiently and, therefore, the State 
Government are considering that in future there should 
be one Karamchari for not more than 5 villages. The 
State Government have accepted the principle that the 
village revenue official will not only perform revenue 
duties but will be in charge of all development work in 
the village including agricultural extension services. In 
this matter the State Government are proceeding along 
the suggestion of the Planning Commission. 

Question No. 153, 

18. The State Government are considering to transfer 
the management of villages, including rent collection, 
execution of local works and improvements and other 
duties, to the duly constituted Gram Panchayats. The 
Scheme has not yet been tried but will soon be given 
effect to in all villages where Gram Panchayats have 
been functioning properly. The State Government con¬ 
sider that such delegation will not only foster a sense of 
responsibility and local initiative amongst the villagers 
but will also minimise the chances of corruption and 
highhandedness on the part of the subordinate staff. It 
will, of course, be necessary to exercise proper super¬ 
vision over the working of the Gram Panchayats. It is 
not possible at present to estimate as to how far the col¬ 
lection of revenue will improve under the Gram Pancha¬ 
yats, but the State Government see no reason to fear 
that the experiment will not be a successful one. 

Question No. 154. 

19. The cess is levied under the Cess Act, 1880 and is 
assessed on the annual value of land as also the profits 
of mines, except in the case of coal in which case cess 
is levied on the basis of despatches of coal and coke 
since the amendment of 1952. The rate of cess is two 
annas in the rupee on the rental value of agricultural 


lands out of which one anna is realised from the tenant 
along with rent and one anna is contributed ^by the land¬ 
lord. The rate of cess on the profits of mines’ is one anna 
per rupee. In the case of coal and coke the law provides 
for a maximum assessment of four annas six pies per ton 
of despatches but the actual rate at which it will be 
levied is still under consideration in consultation with 
the Government of India. 

The assessment of cess should be on annual value and 
not on land revenue, because the annual value includes 
not only revenue or rent, but also the income from hats, 
bazars, ferries, fairs and fisheries. 

There are about 4-5 million occupancy holdings in the 
State and cess is realised along with rent at a fixed rate, 
In view of the paucity of funds of District Boards it is 
not possible to exempt any agricultural lands from pay¬ 
ment of cess. The system of a graduated rate of cess 
will mean that the rate will have to be varied according 
to the annual value of all lands held by a particular 
assessee. This will mean that it will be necessary to have 
a central assessment on the basis of the annual value of 
all lands held by each individual which may lie scattered 
over different districts and as there are 4 5 million 
occupancy holdings in the State any system of graduated 
assessment on the line of the Income-Tax assessment 
will be administratively impossible, The principle of 
graduation implies that there will be a lower limit of 
exemption and if we fix the lower limit to be 5 acres 
or less, this will mean that 89% of the raiyats will have 
to be exempted. Even if we introduce a steep rate of 
graduation for the remaining 11% this will make up for 
only a small percentage of the amount exempted, and 
the total cess revenue will be insufficient to meet the 
requirements of the District Boards. 

The entire local cess realised is credited to the District 
Boards after deducting the cost of assessment and realisa¬ 
tion. The Local Bodies are, however, not in a position 
at present to take up the assessment and realisation of 
the cess themselves, for lack of the necessary administra¬ 
tive machinery. 

The cess levied in the State is a consolidated local cess 
and is utilized by the District Boards for the purposes 
permissible under the Local Self-Government Act, In 
the Dhanbad coal-fields, however, there are some special 
cesses such as the Jharia Mines Board cess and the 
-Jharia Water Board cess. These cesses are levied on be¬ 
half of the Jharia Water Board and the Jharia Mines 
Board which are separate organisations and are utilized 
for specific purposes. The rate of the Jharia Mines Board 
cess is Rs. 4-8-0 per 100 tons of raising and the rate of 
Jharia Water Board cess is 9 pies per ton of coal and 
one anna per ton of coke. These cesses are also realised 
through the Cess Department of the Collectorate and 
credited to the Jharia Mines Board and the Jharia Water 
Board respectively. Apart from these, there are three 
other categories of cesses viz . (1) Stowing Board cess 
at six annas per ton on coal and soft coke and nine 
annas per ton on hard coal; (2) Mines Rescue cess at 
the rate of 2£ pies per ton on despatches of coal and 
coke; (3) Labour Welfare cess at five annas per ton on 
despatches of coal and coke. These cesses are, however, 
levied by the different organisations themselves and are 
utilized for the purposes for which they are intended. 

The State Government had considered the question of 
amalgamation of all these cesses. These cesses are 
intended for different organisations whose requirements 
of funds as well as the rate and manner of assessment 
vary. Some of these bodies are under the control of the 
State Government and some under the control of the 
Government of India, Some of these cesses are not 
applicable to other parts of the State, It is therefore not 
possible to have a consolidated rate for all cesses through¬ 
out the State. But after the total abolition of the 
Zamindaris there will be a good case for abolishing al¬ 
together the cess on the agricultural land and for amal¬ 
gamating it with the rent. This will simplify the matter 
administratively and the District Boards would still 
continue to get their income in the nature of grants from 
Government. 


In the merged States of Seraikella and Khars- 
wan there are some special kinds of cesses 
called the “Takoli cess*’ or the “Education cess” and the 
State Government are considering the question of replac¬ 
ing those different kinds of cesses by a general local 
cess as in the rest of the State. 


Section III.— Other remarks 

Nil. 



Raiyat at fixed rate of rent Settled or Occupancy raiyats Raiyats on Chak at rents Non-occupancy Raiyat including Diara 

Raiyats 
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Max. 

4 Manbhum ....... igrft-as ... ... 10,65,113 9,44,446 19*672 76 41 1*225 - 

Min. 

5 Singhbhum 

(a) Dhalbhum ...... 1926-32 5®6 1,227 2*18,669 2,06,851 174 1,081 5*958 5 acre* 
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D.—Note on Court Fees and Stami\ Duties 

COURT FEES 

Section I.—General Note, 

Main feature of the tax .—This tax (if it be so called) 
is assessed and collected according to codified rules of 
Law enacted in the Court Fee Act (VII of 1870), One of 
the main purposes of this tax is to levy fees for services 
to be rendered by the Court and Public Officers. It can 
be said generally that this tax is intended to secure 
revenue for the State. Assessment and collection are 
made in accordance with the provisions of the above 
Act and the rules thereunder, doubtful points of interpre¬ 
tation of the Act and of the rules being settled in the 
light of the decision of courts. The rates of levy are, as 
and when occasions arise, modified by Legislation. 

The Bihar Stamp Manual contains the text of the Act 
as well as of the various rules and orders, issued under 
the Act. It is a publication of the State Government. 

2. The parent (Court Fee ) Act (VII of 1870)—is a 
Central Act, and till 1920, the Centre alone was compe¬ 
tent to legislate in this field. Power of amendment for 
each province also was provided by the Devolution Act 
XXXVIII of 1920. Up till 1921 no local amendment of 
this law was made, In 1922 one local amend¬ 
ing Act, viz,, Bihar and Orissa Act II and a Central 
amending Act Viz., Act XIX of 1922 were passed. This 
was followed by other amending Acts such as the Central 
Act XVIII of 1923, Bihar Act XVII of 1939 and IX of 
1943 (re-enacted as Bihar Act XXV of 1948). Thereafter 
provisions of the Act were further amended by the Bihar 
Finance Act, 1953, which is the last piece of legislation 
on this matter (Court Fee). 

3. Broadly speaking, the subsequent amendments were 
undertaken to increase the rates of levy obviously to 
secure greater yield of revenue from this source. 

In respect of exemption, however, no change of major 
importance was made by any of the amendments, 

4. There is no special administrative set-up at the 
Secretariat level. The administration of the Court Fee 
Act (along with some other Acts) has been put in charge 
of one of the Departments of Government (at present the 
Law Department) which keeps itself posted with up-to- 
date information about the need for a change in the 
existing system of collection or assessment ol the tax. 
The Finance Department of the State Government also 
keep themselves similarly alert and each takes suitable 
action as soon as occasions arise, either by introducing 
a Bill of amendment or issuing statutory or executive 
orders (to tighten up generally the collecting and assess¬ 
ing machinery). 

5. Apart from the obligation imposed by the Act itself 
on the presiding officers of the various courts and their 
staff to check the assessment of court fees on documents 
filed before them for action, there are officers specially 
appointed for the purpose called Peripatetic Stamp 
Reporters and Stamp Reporters. Their duty mainly 
consists of checking the records of cases and reporting 
whether adequate court fee had been paid. The presid¬ 
ing officers of the courts consider the report and pass 
necessary orders for realisation of the deficit court fee 
in each case. This system of check has proved very 
^useful inasmuch as every year deficit amounts are 
realised. For example, in the year 1950, the amount 
realised as deficit court fee in the High Court on the 
report of the Stamp Reporter was Rs. 89,067, The same 
year, the total amount of deficit court fees realised in 
other courts under the orders of the presiding officers 
on the reports of the Peripatetic Stamp Reporters was 
Rs. 18,185. For the realisation of court fees in pauper 
suits or appeals, the rule of law contained in Order 
XXXIII, rules 10 and 11 of the Code of Civil Procedure 
are duly observed and it can be said that the result is 
generally satisfactory. 

Applications for bringing pauper cases are properly 
investigated and it is only when the Applicant is definite¬ 
ly proved to be a pauper that his prayer is allowed by a 
court. 

6. Cost of administration. —The only separate establish¬ 
ment that is entertained for the administration of the 
Court Fee Act is the one post of Stamp Reporter and two 
posts of Peripatetic Stamp Reporters. Apart from these 
officers, no separate establishment is maintained ex¬ 
clusively for this work. The work of administration is 
carried on by the staff of the various offices or courts 
themselves, in addition to their other duties. 

For collection work also no separate staff is maintained. 
The court officers and staff do this work also. 

So, it can be said that the cost of collection and ad¬ 
ministration of this tax is not appreciable as compared 
with the income derived from it, 


The present set-up for the administration and collec¬ 
tion of this tax seems to be quite efficient and adequate 
and cases of any hardship to a tax-payer are very rare. 
So, even from the point of view of the tax-payer, no 
change in the present system seems necessary. 

7. Trend of receipts so far has been towards an 
increase, but now that Zamindari is being abolished in 
this State an appreciable fall is reasonably expected. 

8 . An accurate account of arrears or of these trends 
is not available, but it can be said that these are not 
considerable. 

9. Every precaution is taken with success to reduce 
cases of evasion and avoidance to a minimum. Where, 
however, a party skilfully frames his suit or appeal in 
such a way as to make the case liable to lesser levy, 
there is no help. Such cases, however, are not many 
and there is not much loss of revenue due to avoidance 
or evasion. 

Section II.— Replies to questions 

Question No, 166. 

The receipts from Court Fees and the expenditure on 
judiciary during the five years end ng 1953-54 are as in 
the statement below : — 


Year 



Receipts Expenditure 

^ 949-50 

* 

. 

(Trs), 

1,02,94 

(Trs.) 

84,18 

1 950-5 1 

• 

• 

1,02,92 

87,59 

I 951-52 

* 


. * 9°;44 

90,81 

1952-53 

• 

* 

82,80 

90,08 

* 953-54 

(Budget). 

* 

* 

9 L 6 5 

90,89 


It will be seen that the receipts generally cover the 
expenditure on judiciary. The State Government do not 
consider uniformity of rates feasible even if this may 
be desirable. The expenditure on the judiciary based on 
different pay scales in different states and on the types 
of cases cannot be reduced into uniformity. The Court 
Fee rates have to be adapted to the different scales of 
expenditure on the Judiciary. 

Question No. 167. 

The State Government have no particular suggestions 
to offer. 

Section III,— Other remarks. 

No comments. 

STAMP DUTIES 
Section I.—General Notes 

Stamp duties are levied under the Court Fees Acts. 
Such judicial stamps have been considered under Court 
Fees. The Indian Stamp Act, 1899 specify the instru¬ 
ments that shall be chargeable with duty and these have 
been mentioned in Schedules I and IA of the Act. 
Revenue of certain other kinds are also collected in the 
shape of stamps ; generally of the adhesive type such as, 
fees, etc., under the Motor Vehicles Act. All the revenue 
realised in the shape of stamp is shown separately in the 
Financial Statements. 

2. The Indian Stamp Act, 1899 has been subject to 
several amendments, the latest being through the Bihar 
Entertainment Duty, Court Fees and Stamp (Surcharge 
Amendment) Act, XXV of 1948 and Bihar Finance Act, 
1953 (Bihar Act IX of 1953). 

3. The rates of stamp duties are mentioned in 
Schedules I and IA of the Indian Stamp Act, II of 1899 
subject to the surcharges mentioned above. There is no 
particular administrative organisation for administration 
of this Act.. 

4. The work at the Secretariat is carried through the 
Board of Revenue which has a staff of 13 clerks and 3 
peons only. The Collectors are in charge of administra¬ 
tion of the districts who have power of adjudication of 
proper stamp duties as provided under sections 31, 40, 41, 
etc., of the Stamp Act, 1899, If the Collector acting under 
section 31, 40 or 41 feels that the amount of duty with 
which any instrument is chargeable has not been correct¬ 
ly paid, he may draw up a statement of the case and 
refer it with his own opinion thereon for the decision 
of the Chief Controlling Revenue Authority who will send 
the copy of its decision to the Collector. The Collector 
will then proceed to assess and charge the duty in con¬ 
formity with such decision. The actual assessment of 
Stamp Duty and the collection thereof is generally with 
the officers concerned with the registration of documents. 



5. The cost of administration is not large as the work 
is done by the revenue staff in addition to their other 
duties. The collection of revenue is made by sale of 
stamp for which stamp vendors are appointed who get a 
commission on the sales. The tax administration and 
collection appears to be efficient. The cases of surcharge 
and penalty have not been many. Against the total 
revenue in judicial stamps amounting to Rs. 136 lacs 
the short payment appears to be only about Rs. 2,000 
The system is quite convenient from the point of view 
of the tax-payer. 

6. The receipts are tending to a fall although attempt 
has been made to prevent a fall by some surcharge on 
the rates of levy. The fall appears to be mainly because 
sales and mortgages of lands are declining. Private 
money-lenders are restricting their operations and agri¬ 
culturists are being granted credit largely through State. 
On mortgage deeds in respect of such lands they do not 
have to pay any Stamp Duties. Sales of estates which 
brought substantial stamp revenues have declined and 
now estates have been taken over by Government. 

7. Since stamp revenues are realised by sale of 
stamps right at the time when documents are executed 
and registered there is little of arrear demand. 

8. Evasions and avoidance as practised have been 
dealt with in the reply to question No. 165. 

Section II.— Replies to questions 
Question No, 162. 

State Government have no suggestion for adding items 
on which stamp duties are not levied but should be 
levied. The only important instrument on which levy 
is not made is cheques. A levy of Stamp Duty 
on cheques is likely to affect banking business 
and the exemption need not be withdrawn. The 
State Government do not consider it feasible to achieve 
uniformity in the rates of levy of stamp duties as 
feasible even though such uniformity may appear desir¬ 
able. 

Question No. 163. 

Bihar has no developed forward markets and the 
revenue likely from such levy so far as Bihar is con¬ 
cerned will be negligible. In absence of such a market 
it is not possible to say how the duties will affect business 
in the forward market. If forward markets have to be 
t^xed stamp duties appear to be the best if not the 
only means. 

Question No, 164. 

The system of collection of taxes in the form of stamps 
can be applied only in respect of such goods or transac¬ 
tions the selling prices of which can be periodically 
fixed and stamped thereon. The prices of most of the 
goods are subject to fluctuations and hence it will be 
difficult -to fix their selling prices or conveniently mark 
the prices thereon. The question of collecting excise 
duties and commercial taxes in the form of stamp may 
be considered on the sale of textiles, jute, rubber, 
celluloid, leather and paper goods as well as goods of 
similar nature. The documents not creating legal rights 
e.g., Entertainment-tax. Sales Tax etc., need not be 
brought under the purviews of stamps at all. The turn¬ 
over has to be estimated correctly in any case and it 
may be realised in cash. There is provision for pay¬ 
ment of Entertainment-tax also by stamps. 

Question No, 165. 

Evasion or avoidance of payment of stamp duty is 
more commonly noticeable in transactions relating to 
transfer of immovable properties by sale, exchange, gift 
or otherwise. It is all the more marked in respect of 
settlement of agricultural lands and sairat interests. In 
respect of transfer of immovable properties very low 
and even nominal consideration are shown in deeds of 
conveyance. Leases of agricultural lands or sairats are 
seldom made through registered documents. The reason 
is that people in rural areas attach more importance to 
the dictum that “Title follows the possession”. Posses¬ 
sion of even unregistered document is considered suffi¬ 
cient if there is no risk about the delivery of possession. 
The practical method of realising full stamp duty in 
respect of transfer of land is to publish from term to 
term in the State Gazette the minimum saleable price 
of lands of different categories in respect of each district 
or sub-division and require the payment of stamp duty 
at such rates irrespective of the amount of consideration 
shown in the document. Similarly in respect of transac¬ 
tions relating to sale of buildings and houses in urban 
areas stamp duty may be levied on the basis of their 
valuations for municipal purposes, if such valuations 
exceed the consideration money shown in the document. 
Registration of such documents should be required to be 
accompanied by a certified copy of the entry in the 
19—1 T.E.Com. (N,D.)/56 


Municipal Assessment Register in respect of buildings 
or house sought to be transferred thereunder. No practi* 
cal suggestion appears to be feasible for prevention of 
evasion or avoidance of stamp duty on settlement of 
lands and sairats. Sairats are commonly settled for a 
year and all settlements are followed by actual posses¬ 
sion. In respect of settlement of agricultural lands the 
mere grant of rent receipt will be enough to confer full 
legal rights. 

The common method of evasion is under valuation and 
it is difficult to say whether the valuation can be correctly 
contested in cases of impounding inadequate stamp due 
to undervaluation. 

The laws on the subject should be made stringent and 
rules should be framed for estimating valuation. Under¬ 
valuation is more common in gifts and donations for 
charitable, religious and public purposes and in trans¬ 
actions between relations. Issue of unstamped receipts 
for over Rs, 20, suppression of sales of tickets in enter¬ 
tainment etc., are also noticed. Surprise checks in the 
case of Entertainment-tax form the only remedy. 

Section III.— Other remarks. 

No comments. 

E.— Note on Local Taxes 

ADVERTISEMENT TAX 

Section I.— General, 

There is provision for advertisement tax under the 
Patna Municipal Corporation Act, 1951 under section 
123(1) (e). The tax has however not yet been enforced. 

Section II,— Replies to questions. 

Nil. 

Section III.— Other remarks. 

Nil. 

Surcharge on Stamp Duty 

Section I.—General. 

There is provision for a surcharge on stamp duty under 
section 86 (1) of the Bihar Town Planning and Improve¬ 
ment Trust Act. This tax has however not yet been 
enforced. 

Section II.— Replies to questions. 

Nil. 

Section III.— Other remarks. 

Nil. 

TAXES ON VEHICLES OTHER THAN MOTOR VEHI¬ 
CLES 

Section I.— General. 

The tax on bullock cart is levied in accordance with 
provision of section 86(o) to 86 ( u ) of the Bihar Local 
Self-Government Amendment Act, 1950 (Act XL of 1950). 
From 1952-53 the district bdbrds have begun to levy 
registration fees and tax on bullock carts. The manner of 
assessment of the tax is prescribed in Rules circulated 
under notification no. 5578-L.S.G., dated the 10th July 
1952 (copy enclosed). 

2. The bullock cart taxed by a district board is also 
taxed by municipality when it enters the area of the 
municipality. So the cart pays double taxes. Government 
are considering ways and means to avoid double taxation. 
As the rate of tax by municipality is higher, it is con¬ 
templated to amend the Act, so that the difference bet¬ 
ween the rate of two taxes may be given to municipali¬ 
ties. 

3. There is a provision under section 86P that the 
registration will be valid for one year from the date of 
registration. Some district boards want that the registra¬ 
tion should be valid during the financial year only, 
whether it is issued even at the fag end of the financial 
year. Opinion of local officers have been invited on it, 

4. The rate of levy of registration fees and tax is 
prescribed under sections 86P and 86Q of the Local Self- 
Government Act respectively. The agricultural bullock 
carts are exempted from payment under section 86R (4) 
of the Act. No change in the rates of levy or assess¬ 
ment has been made. 


5. The administrative set up of this tax is not at the 
Secretariat level nor at the district level of the Provincial 
Government but it is collected by the registering officers 
and assessors appointed by the district board. The 
manner of assessment is prescribed in rule circulated 
under notification no. 5578-L.$,G., dated the 10th July 
1952. As the amount of registration fee and tax it pres¬ 
cribed under sections 86P and 86Q of the Act, there is 
no possibility of appeal or revision under the Act. 
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6 This is a new tax and it is difficult to foretell re¬ 
garding the cost of administration, cost of collection 
receipt from the tax, and the efficiency of tax admini¬ 
stration. 

7, As it is a new tax, it is difficult to forecast the 
trend of this tax. 

8, There is very little chance of evasion of this tax. 

Section II.— Replies to questions. 

Question No. 171. 

The district boards are levying a tax on bullock carts 
from 1952-53 and the result of the taxation introduced 
recently by Local Self-Government Amendment Act of 


1950 (Act XL of 1950) is to be watched. Government are^ 
of opinion that this tax should be levied by district 
boards because the bullock carts cause much deteriora¬ 
tion to the roads. A statement of the receipt of tax 
during 1952-53 is enclosed. 

The tax on Ekka and bicycles may be levied in rural 
areas but it will be more expensive to have a machinery 
for realising this tax. The receipts from bullock cart 
taxation are credited under the district fund and it is 
expected that district board will spend it on repair of 
roads. 

SECTipN III.— Other remarks 
No comments. 


Details of amounts received from bullock carts taxation during 1^52-53 


Srial Name of the district board 

No. 


2 

3 

4 

5 

6 

7 

8 

9 

10 

2 2 

12 

13 

14 

15 

16 

17 


Patna 

Gaya 

Shahabad 

Saran 

Champaran 
Muzaffarpur . 
Darbhanga 
Bhagalpur 
Monghyr 

Purnea 

Saharsa 

Santal Parganas 
Ranchi , 
Hazaribagh 
Manbhum 
Singh bhum 
Palamau 


Amounts received from taxation :Rs. 11,756-1-0 (Realisation of taxation 
began in February, 1953). 

(During two months, viz*, February and March). 

Rs. 29,708-0-0 (Throughout the year 1952-53). 

No income during 1952-53. Taxation began during 1953-54. 

Rs. 20,615-0-0 (Throughout the year 1952-53), 

Bullock cart tax not imposed. As such there was no income on account of the 
same. 

Ditto. 

Rs- 33 j7°7*o-o (Throughout the year). 

Rs. 17,447-0-0 (1953-53)- 

Bullock cart tax not imposed. As such there was no income on account of the 
same. 

Bullock cart tax not imposed during 1952*53, As such there was no income 
on account of that. 

Rs. 75,087-0-0 (Throughout the year 1952*53). 

Bullock cart tax not imposed. As such there was no income on account of the same. 
Rs. 6,! 23-0-0 (During two months, viz,, February and March, 2953). 

Bullock cart tax not imposed during 1952-53. 

Bullock cart tax not imposed. As such there was no income on account of the same. 

Ditto. 

Ditto, 


The 10th July 1952. 

No. 5578-L.S.G,—In exercise of the powers conferred 
by clause (M4) and (m5) of section 138 of the Bihar 
and Orissa Local Self-Government Act, 1885 (Ben, Act 
III of 1885), the Governor of Bihar is pleased to make 
the following rules, namely :— 

Rules for Legislation and Taxation of Carts, 


(j) all words and expressions used in these rules 
and not defined shall have the same meanings 
as respectively assigned to them in the Act. 

3. No cart shall be kept or used in the ordinary course 
of business within the limits of the Board unless it has 
been previously registered by registering officer under 
these rules. 


1. These rules may be called the Bihar District Board 
Cart Taxation and Registration Rules, 1952. 

2. In these rules, unless there is anything repugnant 
in the subject or context,— 

(a) “the Act” means the Bihar and Orissa Local 
Self-Government Act of 1885 (Ben. Act III of 
1885) ; 

(b) “assessor” means a person appointed by the 
Board under rule 4 for realisation of the tax ; 

(c) “Board” means a District Board established 
under section 6 ; 

(d) “certificate of registration” means a certificate 
of registration granted by the registering officer, 
on payment of a yearly fee of two rupees ; 

(e) “district fund” means the district fund as defined 
in section 52 ; 

(/) “form” means a form appended to these rules ; 

(p) “registering officer” means a person appointed 
by the Board at a meeting entrusted with the 
duty of registering carts or any person authorised 
by him to work as such in this behalf ; 

( h ) “section” means a section of the Act; 

(i) “tax” means tax levied on carts by the Board ; 
and 


4. The Board at a meeting shall appoint registering 
officers and assessors for different areas within its limits 
and shall cause the names of such officers and assessors 
to be published at such places and in such manner as it 
thinks fit : 

Provided that the Board shail not appoint any person 
to be its registering officer unless such person is an 
executive of a Local Board, a sub-registrar, a’ Mukhia 
of Gram Panchayat or a president of Union Board or of 
Union Committee or a member of the staff of the engi¬ 
neering section of the Board, not below the rank of a 
Sectional Officer. 

5. For the purpose of registration every owner of a 
cart shall make an application to the registering officer 
in Form A together with a yearly fee of two rupees. 

6. The registering officer shall, on .receipt of the appli¬ 
cation and the registration fee mentioned in rule 5 and 
on being satisfied that the provisions of the Act and 
these rules have been complied with, grant to the appli¬ 
cant a certificate of registration in Form B signed by the 
registering officer and bearing the seal of the Board and 
a registration plate bearing the name of the district, the 
number of the cart, the year of issue and the purpose 
for which the cart is proposed to be used. 

7. On the receipt of the registration plate, every owner 
of a cart shall affix it to the chassis of the cart at a 
conspicuous place near the left wheel. 
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8 . A certificate of registration granted under rule 6 
shall remain vaild for a period of twelve months only 
from the date on which it is granted. 

9. Every owner of a cart, in respect of which a certi¬ 
ficate of registration has been granted, shall produce the 
certificate of registration before the registering officer 
for renewal before the expiry of the period of its vali¬ 
dity and the registering officer shall, on payment of the 
yearly fee of two rupees, renew the certificate of regis¬ 
tration for another twelve months. 

10. Every owner of a cart, other than a cart used 
mainly for agricultural purposes, shall pay, in respect 
of every cart registered under these rules, a tax at the 
rate of eight rupees per annum if the cart is fitted with 
pneumatic tyres and four rupees per annum if the cart 
is not fitted with such tyres. 

11. The tax mentioned in rule 10 shall be paid to the 
assessor who shall grant a receipt in Form C, 

12 . (1) The registering officer and the assessor shall 
maintain a register containing complete particulars of 
the collections made in Form D. 


(e) If previously registered, number and 
date of previous certificate. 

(/) Place where the care is intended to he 
kept. 

(^) Purpose for which the applicant desires 
the cart to be registered. 

Signature of the applicant, 
FORM B. 

(See rule 6 ) 

Name ..... 

Father’s name . 

Residence of the owner .... 

Description of the cart .... 

Place where the cart is intended to be kept 
Purpose for which the cart is to be used 
Date of registration .... 


(2) The register shall be open to inspection by the 
executives of the Board and the Local Board and shall 
be subject to audit. 

13. All receipts on account of registration fees and 
the tax collected, during a month shall be credited to 
the district fund by the first week of the following 
month. 


FORM A 

(See rule 5.) 

(a) Name ...... 

( b ) Father^ name . 

(c) Residence of applicant 

(, d ) Description of the cart (whether pneu¬ 
matic tyred or otherwise). 


Signature of the Registering Authority 

FORM C 
(See rule 11.) 

‘3 

Name . 

Father’s name . . . , 

Residence of the owner . 

Description of the cart , 

Place where the cart is intended to be kept 
Purpose for which the cart is to be used 
The financial year for which tax is paid 
Date of receipt of tax 

Signature of the Registering Authority. 


FORM D 
[See rule 12(1) ] 


Serial 

No, 


Date 

of' 

regis¬ 

tration 


No. of 
registration 


Name of 
the owner 


Residence 
of the owner 


Serial No. 
of the token 


Registration 
fee charged 


Tax paid 


Total 

amount 

realised 


Com¬ 

mission 


Balance how 
disposed of. 


By order of the Governor of Bihar., 
P.K.J. MENON, Secy. 
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PROPERTY TAXES 

Section I—General. 

The following taxes are assessed on the annual value 
of the holding possessed by the tax-payer in the 
municipality : — 

Section I. —(1) Property tax. 

(2) Latrine tax. 

(3) Water tax, 

(4) Drainage tax. 

(5) Lighting tax. , 

Watei tax, drainage tax and lighting tax are leviable 
in areas where a scheme of drainage and sewerage and 
lighting is previously approved by Government under 
Chaptei IX, Section 294 of the Bihar and Orissa 
Municipal Act, Drainage tax has not been levied in this 
State and lighting tax has been levied only in one 
municipality. 

The annual value of the holding is assessed in accor¬ 
dance with section 98 of the Bihar and Orissa Municipal 
Act and the percentage of tax on the annual value is 
determined under section 104 of the Bihar and Orissa 
Municipal Act. Latrine and water taxes are also levied 
on the same basis as the holding tax. 

2. The Bihar and Orissa Municipal Act was amended 
in UH5 to raise the maximum limit of holding tax from 
7£ per cent to 12£ per cent. Similarly, section 85(1) (c) 
of the Municipal Act was amended in 1946 to raise the 
maximum limit of water tax from 7£ per cent to 12£ 
per cent under section 86 ; the maximum rate at which 
latrine tax can be levied is 7J per cent except at Patna 
where it is 10 per cent. It is intended to modify the 
provisions contained in section 98 of the Bihar and Orissa 
Municipal Act for determination of the annual value of 
holdings by inclusion of electric plants intended for 
heating or cooling, supplying water, lifts and elevators, 
etc., in estimating the value of the holding. 

3. Hates are fixed by the municipalities subject to the 
maximum laid down under sections 84, 86 and 86A of 
the Act. In respect of water , and latrine taxes it is laid 
down ' that the rate of tax should not exceed the cost 
incurred by the municipalities in supplying water or 
cleaning of latrines. This is, however, seldom adhered 
to and most of the municipalities have a deficit balance 
under the latrine tax fund. Many of the municipalities 
levy the maximum rate of taxes. Exemption is allowed 
by Commissioners in respect of poor people (sections 93 
and 110). Exemption of holdings is also allowed in 
respect of dharamsalas, mortuary, public burials and 
holdings exclusively used for charitable purposes (sec¬ 
tion 84), 

4. Taxes are assessed under section 105 of the Bihar 
and Orissa Municipal Act by municipalities. Government 
also depute their officers to make assessment at the 
request of the municipality, or when the municipality 
has failed to perform its duties properly it is open to 
Government to send out an officer to make assessment 
under section 113 of the Bihar and Orissa Municipal 
Act. 

Collection of taxes is done by municipalities through 
their staff. The usual set up is for the tax daroga to be 
in charge of collection assisted by other tax collectors. 
The relevant sections in this connection are sections 
85 to 136 in respect of the realisation of taxes. Law 
provides for certain facilities for collection of taxes from 
non-resident owners through occupiers and also for 
recovery of the service tax through occupiers. 

5. The total cost of collection in 1938-39 was Rs. 1-70 
lakhs and it rose to Rs. 4T2 lakhs in 1949-50. The 
percentage of cost of collection to the total income from 
taxes is between 7 to 8 per cent. As has been detailed 
in the general note on taxation, the efficiency of tax 
administration and tax collection is not quite satisfac¬ 
tory. 

6 . And 7. The receipts from taxes, although they form 
the bulk of the revenue of the municipality, are falling 
into arrears from year to year and the explanation for 
the fall is the inefficiency of the staff and want of super¬ 
vision on the part of the executives of municipalities. 
There is also failure on the part of municipalities to use 
measures provided by law for collection of arrears of 
taxes. 

8 . The paragraph in the general note dealing with 
evasion and avoidance of taxes may be seen. 

Section II— Replies to Questions. 

Question No. 200. 

The State Government do pot impose any tax on ur¬ 
ban immovable property for State purposes as is the 


ease in the Punjab and in some municipalities of the 
Bombay State. There are so many other cases of mul¬ 
tiple taxation besides taxes on urban immovable pro¬ 
perty mentioned in these paragraphs. For instance, the 
profession tax which is in force in some States is ano¬ 
ther form of a tax on income and still the Constitution 
has specifically safeguarded the levy of profession tax 
over and above the income-tax, Government agree 
with the recommendations of the Local Finance En¬ 
quiry Committee that taxation of immovable property 
in urban areas should be left to be exploited by local 
bodies. 

Under the Bihar and Orissa Municipal Act a distinc¬ 
tion has been made between residential buildings and 
non-residential buildings and while the valuation of 
residential houses is made on their annual rental value, 
the valuation of non-residential buildings is made on 
the cost of construction. The basis for valuation detailed 
above seems to be working satisfactorily. 

Question No. 201. 

The answer to this question is covered by answer to 
question no. 200. 

Question No. 202, 

Does not arise as far as this State is concerned. 
Question No. 203. 

In spite of maximum £axes imposed by many of the 
municipalities, the growth of urban areas is proceeding 
at a rapid pace. It is not necessary to discuss the reasons 
for this growth at this place. It is clear that people are 
reconciled to payment of heavy holding tax although it 
is doubtful if they have a sufficient return in the shape 
of services rendered to them. Therefore, the present 
system of taxation of property which in Bihar is 
responsible for bringing 70 per cent of the revenue of 
the local bodies has to continue. Holding tax is some¬ 
time hard on people whose fdre-fathers had seen better 
days and left large buildings which they cannot main¬ 
tain ; but such cases are not numerous and the law 
provides for concessions to be made in such cases on the 
ground of hardship (section 110). The present law pro¬ 
vides for an exemption of holdings whose annual rental 
value is less than Rs. 6 per year. This should be allowed 
to stand in the interest of the poorer section of the 
urban population. 

No distinction in the levy of property tax has been 
made on the basis of ownership vesting in individuals or 
educational or charitable institutions or co-operative 
housing societies or educational trusts. No distinction 
need be made. There is already a distinction between 
buildings for residential purposes and buildings for non- 
residential purposes. At present owners occupying their 
own buildings as residences do not get any concession 
in property tax. It seems desirable to allow some con¬ 
cession. It is considered that the usual valuation of such 
owner-occupied residences should be at 70 per cent of 
what would have been the normal value, No other 
concession seems to be necessary. 

Under the present law, remission of holding tax is 
allowed to a holding if it remains vacant or unproductive 
of rent for 30 or more consecutive days during the 
quarter. This is quite reasonable and no change is 
proposed in this law. 

No concession is proposed in respect of new buildings 
which are growing every day in spite of the heavy hold¬ 
ing tax in this State as has been stated above. 

Question No. 204. 

In this State we have no progressive rate of taxation 
of property in municipal areas. On the other hand there 
is regressive rate of taxation as in the case of buildings 
whose cost of construction exceeds Rs. 1 lakh [proviso 
to section 98(2)]. While it is considered that progressive 
rate of taxation may not be popular, it is also necessary 
to delete the provision in respect of regressive rate of 
taxation as stated above. This is considered necessary 
in view of the other taxation measures which are also 
based on the same source, namely, property possessed by 
an individual. 

Question No. 205. 

As a rule municipalities levy property tax but union 
boards and panchayats have also necessary powers to 
levy in some form a property tax in the shape of the 
chaukidari tax as far as the former is concerned. The 
latter can also raise a tax on property. Inasmuch as the 
panchayats are being called upon to shoulder increased 
responsibilities, they will have to levy property tax 
sooner or later. As soon as they take up police function 
they will have to collect the pay of the rural police 
which is a tax based on property. The present 
terms and conditions under which property tax is levied, 
i.e., Government fix the maximum rates and specify the 
purposes on which the amount should be spent, are 
the only conditions which can be imposed on the exer¬ 
cise of power of taxing property by local bodies. 
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Question No. 306. 

As far as the Bihar State is concerned they have 
accepted the suggestion of the Local Finance Enquiry 
Committee contained in paragraph 232 at pages 90-91 of 
the report regarding creation of a Central Valuation 
Organisation. The recommendation precisely is that 
while the power of taxation should continue to be vested 
in the local bodies, the detailed work connected with 
the preparation of the valuation list of all the properties 
within the jurisdiction of a local body should be entrusted 
to a Central Organisation which should consist of trained 
valuers as in western countries. Regarding collection of 
the property tax it has also been suggested that the 
collection of taxes and maintenance of accounts should 
be in the hands of trained accountants, vide paragraphs 
602 and 603 of the Local Finance Enquiry Committee 
Report. Other minor recommendations have also been 
made which are generally acceptable to the State Govern¬ 
ment. 

Question No. 207. 

Services taxes are based on percentage of the valua¬ 
tion of the holding and are collected along with the 
holding tax in municipalities. The maximum percentage 
at which water, lighting and conservancy taxes are levied 
are fixed by law. Under section 100 of the Bihar and 
Orissa Municipal Act the holding tax has to be paid by 
the owner of the holding but the latrine tax and 3/4 
water tax are payable by the occupier of the holding. 
This also applies to other service taxes. 

As has been stated above, difficulties have been ex¬ 
perienced in levying the service taxes on Central Govern¬ 
ment and Railway buildings which came into existence 
after 1935 or private buildings which are occupied by 
Central Government Departments after that date in 
spite of the direction issued by the Ministry of Finance, 
Central Government. It has not been easy for local bodies 
to enter into contract with departments of the Central 
Government for payment of charges in respect of services 
rendered by them. It is, therefore, suggested that neces¬ 
sary amendment should be made in law to enable the 
local bodies to impose and collect at least the service 
taxes for services rendered by them from Central Gov¬ 
ernment Departments. 

As far as State Government properties are concerned, 
there- is no differential treatment accorded to them. 

The present rate of latrine tax which is 7£ per cent 
does not meet the cost of the services. It is necessary 
either to increase the rate or mechanise the services 
which require heavy outlay. 

In view of the answer to question 206 it is not neces¬ 
sary to repeat the suggestions in respect of the collec¬ 
tion of service taxes by local bodies. 

Section III.— Other remarks. 

No comments. 

Local Fund Cess 
Section I.—General 

Cess is levied under sections 6, 6A and 6B of the Cess 
Act. The cess on lands is levied under section 6 of the 
Act. At first the cess was levied at the rate of 1 anna 
on each rupee of annual value of lands. Later on the 
cess on lands has been raised from 1 anna to the mini¬ 
mum of 1$ annas and maximum of 2 annas a rupee on 
the annual value of lands but the district boards are levy¬ 
ing at the maximum rate. 

The cess on mines and quarries other than notified 
mines and from tramways, railways and other immovable 
property is levied at the rate of 1 anna on annual net 
profits from them. 

The cess on notified mines and quarries is levied under 
sections 6A and 6B of the Act. At first the cess on notified 
mines and quarries was levied at the rate not exceeding 
li annas per ton of the annual despatches of coal and 
coke and not exceeding 1 anna on each rupee of the 
annual net profit of such mine provided that the aggre¬ 
gate and of local cess shall not exceed 3 annas per ton 
of the annual despatches of coal and coke. Recently it 
has been amended and the cess is to be levied at a rate 
not exceeding 4J annas per ton of the annual despatches 
of coal and coke. 

2 In case of Manbhum there is a provision under 
section 9 of the Act that half of the proceeds will go to 
Dhanbad. There is a proposal to amend this section in 
order to fix a less amount for Dhanbad. If 50 per cent 
of the proceeds from coal cess is given to Dhanbad, 
Manbhum District Board will be in fiancially difficulty. 

3 . It has been stated that the rate of cess on land was 
1 anna on each rupee of annual value of lands, and it 
has been raised to 2 annas a rupee to increase cess 
income. Similarly, the rate of cess on notified mines was 


annas per ton on annual despatches of coal and coke 
and not exceeding 1 anna on each rupee of the annual 
net profit of such mine, provided that the aggregate 
amount of local cess shall not exceed 3 annas per ton 
of the annual despatches of coal and coke. The rate has 
been changed from the above to rate not exceeding 
4-6 p, per ton on annual despatches of coal and coke 
[Bihar Cess Amendment Act, 1952 (Bihar Act IX of 
1952)]. This has been done to augment revenue. The 
cess has not been levied on this rate according to the 
amended section as yet. The total cess income during 
1943-44 was Rs. 84,63,087 and due to increase in rate 
it has come to Rs. 1,47,25,504 in 1952-53, A statement 
is attached. 

4 & 5. The cess is collected by the Collector and there 
is only a small staff under him. Assessees are persons 
who are registered as proprietors. The proprietors or 
landlords collect the tenants' share of cess from the 
tenants along with rent of lands and adding their own 
share of the cess they make payment to the Collector. 
The demands are fixed and there are periodical revalua¬ 
tion of cesses, There is generally no dispute about the 
assessment except at the time of cess revaluation as the 
basis, namely, rent is already fixed in the settlement 
and revenue records. The cost of collection is negligible 
and the agency is quite efficient. 

6 . The cess yield was affected by large-scale reduction 
in rent carried out on account of the fall in prices in 
the thirtees. To compensate the loss and to give greater 
revenue to the district board, rates of cess have been 
raised. Generally, therefore, the cess yield has been 
increasing as it appears from figures for 1943-44 and 
1952-53. 

7. A statement of arrear cess is furnished : 

The amount in arrear has been rising. This has been 
the result of the agrarian situation and the conditions 
created by talks of land reforms and later by the taking 
oyer of zamindaris. The proprietors found it increasingly 
difficult to realise from the tenants rents along which 
the cess is paid. Their own financial position became 
progressively weakened because, while the rental 
remained fixed and was even reduced by the large-scale 
rent reduction operations, the cost of living went up in 
the conditions created by the war and its aftermath. 
In their own financial distress the landlords also failed 
to pay their own share of cess. The trend is likely to be 
reversed now as State is taking over the zamindaris and 
is perfecting a machinery which will make for effective 
realisation of revenue. > 

8 . There is not much evasion or avoidance of cess as 
may have been imposed. No special measures have been 
adopted for prevention of evasion and avoidance or for 
its detection. 

Section II.—Replies to Questions 

Question No* 208* 

The system of collection of cess by revenue administra¬ 
tion and handing over the proceeds to local bodies is 
cheap and quite satisfactory. No alteration is required. 

(i) The cess is at present to be levied at the rate of 
not less than 1£ annas and not more than 2 annas on 
each rupee of annual value of lands. The minimum or 
maximum of cess is neither too low nor too high but 
its further increase is bound to meet resentment, 

\ 

(ii) The cess is not earmarked for any purpose. It is 
meant for expenditure on any item by the district board, 

(in) There has been no remission of cesses on account 
of remission of revenue, 

(iu) (b) The cess was paid by zamindars and tenants 
both. After the abolition of the zamindari system, Gov¬ 
ernment will have to pay the share of zamindars. 

Section III*— Other remarks 

There is a proposal under consideration of Government 
to levy a special education cess at 1 anna in the rupee 
to help expansion of primary education. 

Octroi and Terminal Tax 

Section I,— General 

1. At present octroi is not being levied by any of the 
municipalities in this State. In fact the Bihar and Orissa 
Municipal Act. 1922, does not authorise the municipali¬ 
ties to levy this tax. Recently, however, the Patna 
Municipal Corporation Act, 1951, was passed to constitute 
a municipal corporation at Patna. Under section 123 (1) 
(9j) of this Act, the Patna Municipal Corporation can, 
with previous approval of Government, levy octroi duty* 
But so far even the Patna Municipal Corporation is not 
levying this duty. 
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Terminal tax is levied only at Gaya under section 13 
of the Bihar and Orissa Places of Pilgrimage Act, 1920 
(Bihar Act II of 1920). The proceeds of this tax are 
made available to the Gaya Lodging House Committee 
which is constituted under the same Act, The functions 
of this Committee are to provide amenities to pilgrims 
visiting Gaya. This tax is realised from passengers 
visiting or departing from Gaya by rail from or to sta¬ 
tions beyond 30 miles at the time when they purchase 
the railway ticket. The Eastern Railway, after deduct¬ 
ing the collection charge, make over the proceeds to 
the Gaya Lodging House Committee. Rates of the tax 
are as follows :— 

Rs. a. p. 

Third class . . , . . * . ,010 

Inter class , . . . . * .010 

Second class . . . . . . o 3 o 

First class . . . . . * .060 

After the Government of India Act, 1935 came into 
force the power to levy the terminal tax vested in the 
Central Government, who could, if they like, realise 
the tax and make over the proceeds to States concerned. 
The position is still the same under the Constitution of 
India. In view of this constitutional position, the State 
Government cannot authorise the levy of this tax in any 
municipality, although the necessity for this tax is 
felt in many towns of Bihar. For instance, Deoghar is an 
important place of pilgrimage in this State and it is also 
a health resort. For this reason a very large number 
of visitors come to Deoghar every year. This floating 
population puts a heavy strain on the administration 
of the Deoghar Municipality for which they do not get 
anything in return. Similarly, Patna being the capital 
and an important business centre of the State has to 
cater to the needs of thousands of visitors every day 
without getting anything in return. Otherwise also 
the financial condition of municipalities in this State is 
not very happy. For all these reasons the State Govern¬ 
ment moved the Central Government as early as in 1947 
to take up necessary legislation for levy of terminal tax 
at important places which have to cater to the needs 
of huge floating populations. But from a recent reply 
of the Government of India it seems that the matter 
is still under their consideration. 

2. Terminal tax is levied only in Gaya from passengers 
travelling to or from Gaya by rail from or to stations 
beyond 30 miles from Gaya at the following rates: — 

Rs. a. p. 

Third class . . . . . . . .010 

Inter class , . . . . . . .016 

Second class . - . . . . .030 

First class . . , . . . . .060 

The reason for allowing a free zone of 30 miles around 
Gaya is that the tax is supposed to be realised mainly 
from pilgrims coming to Gaya. People within 30 miles 
have naturally to come to Gaya often because it is a 
district headquarters. 

3. The terminal tax for Gaya is realised by the Eastern 
Railway along with the cost of the railway tickets. Rail¬ 
way gets a commission of 5 per cent as collection charges. 

Section II.— Replies to Questions 

Question No. 209. 

Octroi is not levied in this State and terminal tax is 
levied only in one place in this State, namely, Gaya. The 
disadvantages of octroi are dealt with in detail in the 
report of the Local Finance Enquiry Committee. A tax 
on goods and passengers, is also levied so far as this 
State is concerned by the Sales Tax Department who 
levy the same through owners of transports. Theoretically 
speaking, the imposition and collection of the terminal 
tax is easier and the incidence of taxation is also, more 
or less, well distributed. There is also no scope for evasion 
or leakage and there is also no question of harassment 
to the trade. Therefore, the imposition of terminal tax 
and a tax on goods and passenger carried by road or by 
inland waterways is preferred to the octroi. 

Question No. 210. 

Octroi or terminal tax is an undesirable form of taxa¬ 
tion and has to be tolerated only as a necessary evil till 
municipalities find any other alternative for income. If 
a light surcharge on sales tax could bring in sufficient 
money for the municipalities, it would b,e preferable both 
from municipalities point of view and the tax-payers’ 
point of view as both would be saved much harassment. 
Amendment of Sales Tax Act has, however, become 
difficult in view of the provisions of Essential Goods 
Act and other legal and Constitutional difficulties. 


Question No. 211. 

The recommendations of the Local Finance Enquiry 
Committee at pages 491 and 492 are generally accept¬ 
able. 

Question No. 212. 

We have no experience of the working of these taxes. 

Question No. 213. 

Recommendation of the Local Finance Enquiry Com¬ 
mittee would be acceptable. We have no experience about 
the working of this tax. 

Question No. 214. 

Extension of the nationalisation of motor transport 
may perhaps make it easier and more effective to collect 
taxes on goods and passengers transported by road. 

Question No. 215. 

Nothing in particular. 

Section III.— Other remarks 

Nil. 

TAXES ON GOODS AND PASSENGERS CARRIED BY 
ROAD OR ON INLAND WATERWAYS. 

Section I.—General. 

In this State the tax is levied by the State Govern¬ 
ment and has been dealt with separately among taxes 
administered by the Commercial Taxes Department. 

Section II.—Replies to Questions. 

Question No, 216. 

There has so far been no taxation on goods carried 
by inland waterways as far as this State is concerned. 
Rent of ferries is, however, collected either by local 
bodies or by the State on behalf of the local bodies. 

Section III.—Other remarks. 

No comments. 

PILGRIM TAX 

Section I—General 

This tax is not levied in this State, The Bihar and 
Orissa Municipal Act, 1922, does not make any provision 
for the levy of this tax. 

Section II—Replies to Questions 

Question No, 217* 

Pilgrim tax is another form in which either the termi¬ 
nal tax or the tax on goods and passengers carried by 
roach or inland waterways can be levied. There are some 
important places in Bihar where there is concourse of 
pilgrims all round the year but some are served by 
suitable railways or roads, while others are not. Where 
there is a railway terminus, as in the case of Deoghar, 
there can be no difficulty in levying a terminal tax which 
should serve the purpose of a pilgrim tax. The Govern¬ 
ment of Bihar have moved the Central Government in 
this matter more than once. In some other places a tax 
on goods and passengers carried by road may serve the 
purpose of the pilgrim tax as in the case of Rajgir. As 
an independent tax, this tax cannot be imposed or collec¬ 
ted in the out-of-way places of pilgrimage. A terminal 
tax may also be the suitable form of taxation as far as 
the floating population of bigger cities is concerned. 

Section III.—Other remarks. 

No comments. 

Tax on floating population in the bigger cities. 
Section I.—General. 

1 . No such tax is levied in this State at present. 
Section II.— Replies to Questions 

Question No. 217. 

Pilgrim tax is another form in which either the termi¬ 
nal tax or the tax on goods and passengers carried by 
road or inland waterways can be levied. There are some 
important places in Bihar where there is concourse of 
pilgrims all round the year but some are served by 
suitable railways or roads, while others are not. Where 
there is a railway terminus, as in the case of Deoghar, 
there can be no difficulty in levying a terminal tax 
which should serve the purpose of a pilgrim tax. The 
Government of Bihar have moved the Central Govern¬ 
ment in this matter more than once. In some other 
places a tax on goods and passengers carried by road 
may serve the purpose of the pilgrim tax as in the case 
of Rajgir. As an independent tax, this tax cannot be 
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imposed or collected in the out-of-way places of pil¬ 
grimage. A terminal tax may also be a suitable form 
of taxation as far as the floating population of bigger 
cities is concerned. 

Section III.— Other remarks 
No comments. 

POLL TAX 
Section I.—General. 

1, This tax is not levied in this State, 

Section II.— Replies to questions 
Question No. 218. 

Poll tax is generally levied on persons enrolled for 
franchise. It has to be a negligible or low tax at flat rate 
for otherwise the principle of ability to pay will have 
to be explored and other basis of taxation relied upon, 
The collection is likely to be harassing in the extreme. 
Alternative and more suitable sources of revenues are, 
therefore, preferred. The State Government have no 
intention of levying this kind of tax. In Gram Panchayats, 
however, a flat rate labour tax in kind on all able- 
bodied males has been introduced. Every adult male is 
required to do a few days’ work for the Panchayat or 
to pay the money equivalent for it. This is unrelated 
to ability to ^>ay or other canons of taxation and is 
demanded for the mere fact that one is the member of 
the Panchayat. In this sense it is a sort of a poll tax 
and in its limited form State Government do not consider 
it objectionable. 

Section III.— Other remarks, 

Nil. 

TAXES ON PRIVATE CARRIAGES AND ANIMALS 

Section I.— General 

This tax is levied under section 137 of the Bihar and 
Orissa Municipal Act subject to the maxima laid down 
in the first schedule to the Act. In 1944 the Act was 
amended to include bicycles in the list of conveyances 
to be taxed. In 1946 schedule I was also revised and the 
maxima of taxes were raised. This was validated by 
the Bihar and Orissa (Amendment and Validation of 
Recovery of Taxes) Act, 1950. 

Exemptions are allowed to certain categories of 
vehicles and animals as detailed in section 137(3) of the 
Act. 

The effect of the amendment introduced in 1944 and 
1946 was to bring in increased revenues to municipalities 
although the increase was not very remarkable. 

Carts are registered under sections 155 and 156 of the 
Act. Rates of registration fees are determined by munici¬ 
palities subject to the maxima laid down in the said 
sections. The maximum rate of the registration fee was 
raised from Rs. 4 to Rs, 8 a year in 1947. 

Vehicles plying for hire .—Vehicles plying for hire are 
registered according to by-laws framed by municipali¬ 
ties under section 326 of the Act. Registration fees are 
charged according to the rates fixed in by-laws. 

Sub-paragraph 4.—Owners of conveyances and 
animals have to apply for a license for such conveyances 
or animals and to pay the tax for the same on which 
a license is issued. Many of the municipalities have 
separate Licensing Department, 

The income from license fee for registration of con¬ 
veyances and animals under section 137 has risen from 
Rs. 22,681 in 1938-39 to Rs. 79,400 in 1949-50 for the 
whole of the State. In view of the decline in the num¬ 
ber of private carriages and horses kept by people the 
increase in tax is remarkable. The income from registra¬ 
tion of carts under sections 156 and 157 has risen from 
Rs. 1,41,255 in 1938-39 to Rs. 4,50,724 in 1949-50. This 
is due to increase in the rate of the tax. 

The income from registration of vehicles plying for 
hire under section 326 of the Bihar and Orissa Municipal 
Act has risen from Rs. 66,426 in 1938-39 to Rs 1 54 189 
in 1949-50. 

The cost of collection of these taxes and fees is not 
separately kept. 

Municipalities maintain a staff for detection of con¬ 
veyances, carts and vehicles plying on hire which are 
taken on the road without payment of the necessary 
tax or license fee. There is evasion of payment of license 
fee but it is not considerable and the license fee is not 
allowed to remain in arrears as it is collected either 
yearly or half yearly at the option of the owner of the 
conveyance. Usually the license fee is realised yearly 


Section II.— Replies to questions 

Question No, 219. 

(a) Registration of carts has been provided for in the 
Municipal Act for a very long time. Recently there has 
been an amendment of the Local Self-Government Act 
whereby district boards are also taxing bullock carts. 
Although the intention of the Legislature while amend¬ 
ing the Local Self-Government Act was that there should 
not be double taxation, it has been found that under 
the law as it stands it is permissible for municipalities 
and district boards to tax the same cart. It is intended 
to amend the lawjso that this should be avoided. 

Section III.— Other remarks. 

Nil. 

TOLLS 

Section I,— General 

1. Tolls are not levied by any municipality in this 
State. The Bihar and Orissa Municipal Act, 1922, does 
not make any provision for it. But the Patna Municipal 
Corporation Act, 1951, under which the Patna Municipal 
Corporation has been recently constituted, has the pro¬ 
vision in section 123(l)(m) under which the Patna 
Municipal Corporation may, with the previous approval 
of Government, levy a toll on vehicles, cars, carts and 
Efnimals entering Patna but not liable to pay any other 
tax or fee, e.g ., vehicles tax, etc., under the Patna 
Municipal Corporation Act, 1951. This toll is, however, 
not yet being realised by the Corporation. 

In rural areas tolls are levied under the provisions of 
section 86A to 86M of the Local Self-Government Act. 
There was a toll on only one bridge, i„e„ Damodar 
Bridge in Manbhum District. 

2 . Recently State Government have decided that tolls 
on bridges should be levied when the capital expenditure 
is large so as to recover its cost. The amount will form 
part of the Consolidated Fund of the State. 

3. A statement of the rates of toll on some of the 
bridges is enclosed. 

4. A notice containing the rates of tolls is hung up at 
each end of the bridge. The right to collect tolls is farmed 
out by auction and the toll farmer realises the toll at 
the rates notified under the supervision of Public Works 
Department authorities. There is no occasion for appeals 
and revision, 

5. The farming system means no cost to the State and 
should be efficient giving the best yield. 

6. The revenues have not yet started flowing. 

7. There is no arrear yet, 

8. No evasion is likely under the farming system 
adopted. 

Section II.— Replies to questions. 

(b) Tolls are levied on certain bridges constructed 
either by the State or by the local bodies to meet 
expenses of such construction. 

For rural areas Government have under consideration 
a proposal to establish toll bars at important bridges and 
the Bihar and Orissa Local Self-Government Act will 
have to be amended for that purpose. Under the existing 
provision tolls were established to realise the cost of 
construction and to compensate for the loss of income 
due to abolition of ferry, if one existed at the place where 
bridge was constructed and to realise the interest of 
such amount at the rate of 5 per cent and the capitalised 
value of the estimated cost to the boards for maintain¬ 
ing such bridge, and the period of toll grants was 20 
years which could be extended with the sanction of 
Government. 

It is a suitable form of local taxation as it is meant 
to tax the local people for benefit of the local body in 
that area. It is also suitable for State Taxation in order 
to finance heavy capital costs of bridges, etc. 

Section III.— Other remarks 
No comments. 

PROFESSION TAX 

Section I,— General 

L At present this tax is not being levied in this State. 
But recently the Bihar Legislature has passed the Bihar 
Municipal (Amendment) Bill 1953, which is awaiting the 
Governor’s assent. When it becomes law, the municipali¬ 
ties in this State will be able to levy this tax after 
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obtaining State Government’s previous approval, A 
similar provision exists also in the Patna Municipal 
Corporation Act, 1951, but the Patna Corporation is not 
levying this tax at present. 

2. Rates are to be fixed by the municipalities them¬ 
selves subject to maxima prescribed in the Bill. Rates 
fixed by municipalities will also require approval of 
Government, 

Section II.— Replies to questions 

Question No. 220. 

As profession tax is also a form of income-tax, it is 
necessary that, as far as the imposition of profession tax 
for the benefit of local bodies is concerned there should 
be limit of such taxation by law. The limit of Rs. 250 
is, however, insufficient for big business concerns and 
others paying income-tax over Rs. 10,000 and a mean 
should be struck between the present limit fixed under 
article 276 and the suggestion of Rs. 1,000 suggested by 
the Local Finance Enquiry Committee. In Madras the 
maximum tax payable is Rs. 500 and this is perhaps 
suitable for other States as well. Within this ceiling 
equitable rates for different slabs could be enforced. 

Section III.— Other remarks 
No comments. 

THEATRE TAX 
Section I.—General 

1. No such tax is levied by any municipal body in this 
State, 

Section II.— Replies to questions 

Question No. 221, 

No such tax is levied in Bihar. Theatre or Cinema 
shows as entertainments are of course taxed but it is 
not intended to have another tax on each show. The 
rate of the entertainments tax has been itself fairly high; 
any additional charges may affect the revenue. This tax 
is, therefore unsuitable for adoption in the conditions 
prevailing in Bihar. 

Section III.— Other remarks 
No comments. 

TOWN IMPROVEMENT AND OTHER BETTERMENT 
TAX 

Section I.—General 

1. At present there is only one improvement trust in 
this State, namely, the Patna Town Improvement Trust 
which was established in 1952. The constitution and 
power of the Improvement Trusts are to be regulated 
by the provisions of the Bihar Town Planning and 
Improvement Trust Act, 1951 (Bihar Act XXXV of 1951). 
Under this Act the main sources of income of the 
Improvement Trusts are to be— 

(1) Duty on certain transfer of immovable property 
under section 86 of the Act ; 

(2) Annual contribution by State Government under 
section 87 of the Act; 


(3) Contributions for Municipal Fund under section 
88 of the Act; and 

(4) Betterment fees under section 77 of the Act. 

• 

Under item (1) above, the duty imposed by the Indian 
Stamp Act, 1899, is to be increased by 2 per cent in 
respect of all transfer of property within the jurisdic¬ 
tion of -the Improvement Trust and the proceeds are to 
be made over to the Trust. At present this provision 
is not in force anywhere but the question of levy of 
this duty for the Patna Improvement Trust is under 
consideration of Government. Patna Improvement 
Trust is getting Rs. 1 lakh a year from Government 
under item (2) above but the Patna Corporation has 
not been able to pay its contribution so far under item 
(3) above. There has been no occasion as yet to levy 
betterment fee. But betterment fee, when levied, will 
be an amount not exceeding one-half of the increase 
in value of the land resulting from the execution of an 
improvement scheme, etc. 

2 . (1) The amount of betterment fee will be up to 
half the increase in the value of land resulting from 
execution of improvement schemes, etc, 

(2) Surcharge on stamp duty on transfer of property 
within the jurisdiction of a trust is to be 2 per cent on 
the value of the property transferred. 

3. Surcharge on stamp duty is to be realised along 
with v the stamp duty for Government. Betterment fee 
will be collected by the Improvement Trust. The assess¬ 
ment of betterment fee is to be made by the Trust. 
But if the assessee is not satisfied with it, the matter 
is to be determined by a Tribunal to be appointed as 
an arbitrator by the State Government under section 
78(4) of the Act. If the asses see is still unsatisfied he 
may file an appeal to the High Court within three 
months under section 78(5) of the Act. 

Section II— Replies to questions 

Question No. 222. 

Under the Bihar Town Planning and Improvement 
Trust Act, 1952, there is a provision for levy of better¬ 
ment fee equivalent to an amount not exceeding one- 
half of the increase in the value of the land resulting 
from the execution of the scheme and is calculated 
upon the amount by which the value of the land on the 
completion of the execution of the scheme estimated, 
as if the land were clear of buildings, exceeds the value 
of the land prior to the execution of the scheme esti¬ 
mated in like manner. The levy is capable of wider 
adoption in case of improvement works even outside 
iocaJ bodies. Increase in valuation of lands on account 
of a work of improvement may be often difficult to 
isolate from increases caused by other reasons and it 
may be often a good principle to adopt the formula 
that the totality of lands benefited have increase in 
value at least by the amount of capital utilised on the 
improvement. It may be then a matter of policy 
whether the whole cost or a part of it is to be realised 
from beneficiaries. 

Section III— Other remarks 
No comments. 


Statement showing income from Cess 

Income in cess 


1943-44 1 952-53 

Rs. 


Patna 


. 


9 , 57,457 

14 , 70,349 

Gaya - 




12,24,130 

25 , 68,490 

Shahabad 




7 . 43.755 

12,88,010 

Saran 


. 


4,76,748 

7 > 8 5 > 6 ai 

Champaran 




2,92,871 

5 , 9 r ,680 

Muzaffarpur . ♦ 




6,78,051 

11,56,884 

Darbhanga 




6 , 33 ,11 7 

11,41,778 

Monghyr 




7 , 17,392 

10,84,224 

Bhagalpur 


. 

• 

5 ,«1,653 

11,28,194 

Purnea 




5 , 70,954 

9,327324 

Santal Parganas 


• • p 


1,51,664 

2,19,092 

Hazaribagh 




3,30,659 

3 > 34 > 9 l8 

Ranchi 




i, 57 , 07 i 

9 , 33,277 

Palamau 




1,61,283 

3,05,767 

Manbhum 




6,60,210 

4*79,565 

Singhbhum 




1,87,072 

4,06,331 



Grand 

Total . 

84,63,087 

_ 1 >47,25,504 
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Statement showing demand and collection of arrear cess 


£ 
o * 

Name of district 

Arrear 
demand 
up to 31 st 
March, 1953 

Demand 

during 

1 952-53 

Total de¬ 
mand dur¬ 
ing 1952-53 
(Cols, 3 and 
4) 

Total col¬ 
lection dur¬ 
ing 1952-53 
including 
arrear col¬ 
lection 

Balance 
of cess un¬ 
realised on 
1st April, 
1953 

Amount of Amount of 
loan sane- advance 
tinned by sanctioned 
Government by Govern- 
in Local- ment in Re- 
Self Gov- venue De- 
ernment partment 

Department against ar- 
in cess up-to rear cess 

date up-to-date 

Balance 
after deduc¬ 
ting the 
amount of 
loan and 

advance 
sanctioned 
by Govern¬ 
ment 

[7—'(84-9)] 

I 

2 

3 

4 

5 

6 

7 

8 

9 

10 



Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs,/ 

Rs. 

Rs. 

1 

Patna 

>3.07,269 

14,70,349 

27,77,618 

10,19,787 

>7,57,831 

4,00,000 

2,00,000 

> >,57,831 

a 

Gaya . ♦ 

60,79,944 

35*88,490 

86,48,434 

1 3*49*439 

72,98,995 

8,00,000 

8,25,000 

56,73,995 

3 

SHahabad . 

8,75,422 

12,88,010 

21,63,432 

12,06,106 

9,57,326 


6,00,000 

3j57>336 

4 

Saran 

7*73*3°° 

7,85,621 

15,58,921 

6,21,589 

9*37*332 


3,00,000 

6,37,332 

5 

Champaran 

1,90,224 

5,91,680 

7,81,904 

5,63,933 

2,17,971 


2,00,000 

>7,97> 

6 

MuzafFarpur 

6,75,545 

11,56,884 

18,32,429 

9,27,812 

9,04,617 

1,50,000 

5,00,000 

2,54,617 

7 

Darbhanga 

3,91,193 

11,41,778 

15*33,971 

7,20,478 

8,12,493 


7,50,000 

62,493 

8 

Bhagalpur* 

10,83,617 

11,28,194 

22,11,811 

6,42,021 

• >5,69,790 

4,00,000 

4,50,000 

7,i9,790 

9 

Monghyr . 

7,38,643 

10,84,224 

18,22,867 

8, >3,495 

>0,09,372 

- 

4,50,00° 

5,59,372 

IO 

Purnea . * 

5,36,856 

9*32,324 

14,69,180 

2,93,549 

>1,75,631 

3*5°>ooo 

6,50,000 

>,75,63i 

n 

Santhal Parganas 

1,30,635 

2,19*092 

3*49*727 

>,69,542 

1,80,185 


2,00,000 

t ( — ) 1 9,815 

12 

Ranchi , 

2,18,782 

3,34,9>8 

5*53*700 

24,010 

5,29,690 

2,50,000 

2,00,000 

79,690 

13 

Hazaribagh 

7*3°, 743 

8,33,277 

15,64,020 

■6,40,138 

9,23,882 

2,00,000 

75,000 

6,48,882 

14 

Singhbhum 

1,84,140 

4,06,331 

5 * 90,471 

3,61,287 

2,29,184 


50,000 

1,79,184 

15 

Manbhum 

10,75,012 

4,78,565 

1 5*53*577 

6,13,671 

9,39,906 


4,00,000 

5,39,906 

16 

Palamau 

3*30,983 

3 , 05,767 

6,36,750 

1,94,365 

4,42,385 

1,00,000 

1,50,000 

>,92,385 


Total . 

1,53,22,308 

>,47,25,504 

3,00,47,812 

I,OI,6l,222 

1,98,86,590 

26,50,000 

60,00,000 

1 * 12 , 36,590 


* Cess between Saharsa and Bhagalpur District Boards is distributed half and half. Out of Rs. 4,00,000 sanctioned by the local 
Self Government Department in respect of Bhagalpur District Board Rs. 2, 00 ,q 00 has been given to Saharsa District Board. 


■f This figure has not been added. 

No. C/BR-303/53/5869-PW. 
GOVERNMENT OF BIHAR 
Public Works Department 

From 

T. P. SINGH, Esq., I. C. S., 

Secretary to Government, 

To 

THE CHIEF ENGINEER, 

Publication Works Department (B, & R.). 

Patna , the 14 th October , 1053. 


Subject.—Levy of tolls on important bridges in the 
State of Bihar. 


Sir, 

I am directed to invite a reference to your letter no. 
726, dated the 6th February, 1953, to all Superintending 
Engineers, on- the subject noted above, and to say that 
the State Government have been pleased to approve 
the levy of tolls on the three categories of bridges 
referred to in paragraph 1 of the letter under reference. 
The schedule of charges to be recovered from various 
classes of the traffic is enclosed herewith. 

2. It has been decided by Government that tolls shall 
not be charged from pedestrians either empty-handed 
or with bundles and for certain small animals as also 
20—1 T. E. Com. (N. D.)^55 


from .people carrying dead bodies on their heads or 
shoulders. They have accordingly been excluded from 
the schedule referred to above. 

. 3. Government officers while on duty shall be 
exempted from payment of any tolls. 

4 . The tolls may be collected by contractors, con- 
tracts being given after public auction which is to be 
properly supervised. 

5. The period for‘which contract should be given for 
the present should be limited to 31st March, 1954. Fresh 
contract may be given again in proper time for the 
next financial, year with prior information to this 
Department* 

6. The decisfon to levy tolls may be given effect to 
from 1st November, ,1953., 


7. This may be given top-priority and action taken 
reported to this Department, 


Yours faithfully, 

S. N. SINHA, 

for Secretary to Government. 
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Schedule of Tolls to be levied on important Bridges in State of Bihar , 
Specification of items 

1. Palki with 8 bearers and travellers 

2. PalKi with 8 hearers and empty 

3. Palki with 6 bearers and travellers 

4. Palki with 6 bearers and empty . 

5. Dooly with 4 bearers and travellers 

6. Dooly with 4 bearers and empty 

7. Dooly with 3 bearers and travellers 

8. Dooly with 2 bearers and empty 

9. Ekka, Ruth, Majhenlce with single bullock or pony 

10. Ekka, Ruth, Majhenlee with pair of bullocks 

11. Buggy drawn by horse or one or two bullocks with travellers and syce 

12. Buggy drawn with syce only , 

13. Four-wheeled carriage on spring drawn by one horse or pair of bullocks with travellers and servant* 

14. Four-wheeled carriage on spring drawn by one horse or pair of bullocks with servant only 
15 Four-wheeled carriage on spring drawn by two horses with travellers and servants 

16. Four-wheeled carriage on spring drawn by two horses or pair of bullocks with servants 

17. Four-wheeled carriage without spring drawn by two bullocks and with travellers 

18. Four-wheeled carriage without spring drawn by two bullocks and with travellers empty 

19. Four-wheeled carriage without spring drawn by more than two bullocks or with travellers, 

20. Four-wheeled carriage without spring drawn by two bullocks and empty 
si. Hackney with pair of bullocks drawn . 

22. Hackney with pair of bullocks drawn empty 

23. Hackney with 3 or more bullocks drawn 

24. Hackney with 3 or more bullocks drawn empty . 

25. Bullocks or buffaloes in drive per score 

26. Bullocks or buffaloes in drive if less than one score 

27. Bullocks or buffaloes if laden . 

28. Sheep, goats or such like animals in drive per score 

29. Sheep, goats or speh like animals in drive per score if less than one score. 

30. Dogs .. 

31. Horse with rider or syce or both 

32. Pony with rider or syce or both 

33. Ass or Mule laden with driver * 

34. Ass or Mule unladen with driver * 

35. Camels laden in strings per J score * 

36. Camels laden in strings if less than 10 

37. Camels unladen in strings per J score 

38. Camels unladen in strings if less than 10 

39. Elephant gear or howdah. 

40. Motor car .... 

41. Bicycle . * • . . 

42. Loaded truck or passenger bus . 

43. Unloaded truck or passenger bus 

44. Rickshaw loaded • • 

45. Rickshaw unloaded * • 

46. Motor cycle with sidecar • 

47. Motor cycle without sidecar 


For all seasons 

Rs. a. p. 
080 
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016 
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080 
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I o o 
0 12 O 

i 8 0 
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F,—Note on Motor Vehicles tax 
Section I— General 

1. In Bihar the motor vehicles taxation was in the 
hands of the local bodies till 1930 when the Bihar and 
Orissa Motor Vehicles Taxation Act was passed and 
it was taken over by the State Government. The rates 
of tax levied on motor vehicles are specified in the 
Second Schedule to the Bihar and Orissa Motor Vehi¬ 
cles Taxation Act, 1930. Originally according to the 
rates provided for in the Second Schedule for the vari¬ 
ous types of motor vehicles yield of taxation in J946-47 
and 1947-48 was Rs. 13,16,200 and Rs. 17,31,828 respec¬ 
tively. 

2. With a view to increase the State Revenue the 
Government amended the Schedule and the Bihar 
Motor Vehicles Taxation (Second Amendment) Act was 
passed. The revised rates were enforced from 30th 
September, 1948 and, as a result of the new legislation, 
the revenue increased. The figures for the relevant 


years are given below — 

Rs. 

1947-48.22,00,580 

1949- 50 ....... . 28,79,466 

1950- 51 ....... . 26,00,265 

1951- 52 (Revised Budget) ... . 26,39,034 

1 952- 53 (Budget) . . . « * • 26,39,034 


3. Under section 10A of the Motor Vehicles Taxation 
Act the State Government have powers to make an 
exemption or reduction in the rate with regard to the 
tax payable in respect of any motor vehicle or class of 
motor vehicles. No exemption or reduction has, how¬ 
ever, been allowed in respect of any vehicles so far. 

« 

4. The tax as laid down in the Act is collected by the 
District Police in addition 1 to their own duties. Until 
recently there was no separate staff maintained for 
this purpose. Recently it has been decided to have a 
small staff for Mobile check of evasion of taxes. The 
cost of administration is negligible. There is no special 
provision of assessment and there are no occasions for 
appeals and revisions. Collection is nearly automatic 
as vehicles have to be in possession of certificates of 
taxes having been paid before they can be permitted 

♦to ply. 

5. The system has worked satisfactorily, both from 
the point of view of the Government and the tax payers 
and no change in the administration is called for, 

6. Receipts have tended to go up partly because the 
rates have been slightly revised but mainly because 
with the development of the State more and more 
motor vehicles are coming in use. 

7. There is little of arreas and the small mobile staff 
for checking vehicles is expected to reduce arrears and 
underpayments still further. 

8. Not much evasion or avoidance of tax has come 
to light. 

Section II—Replies to questions 
Question No. 168. 

The entire question of Central, State and Local taxa¬ 
tion which affects motor transport, directly or indirect¬ 
ly, has been under the consideration of the Central Gov¬ 
ernment in consultation with the State Governments 
since 1949, The recommendations of the Motor vehicles 
Taxation Enquiry Committee, 1950, in this respect have 
of late formed the main basis of such discussions. The 
latest position is that two draft bills prepared by the 
Ministry of Transport—the Central Road Aid Bill and 
the Motor Vehicles (Principles of Taxation) Bill—have 
been discussed by a Sub-Committee of the Transport 
Advisory Council at Bombay in the year 1953. Since 
the proposals in this respect have been changing from 
time to time and have been the subject of protracted 
discussions in correspondence and meetings over the 
last two years, it is not feasible to give complete details 
here. It is presumed that necessary materials are before 
the Taxation Enquiry Commission. The State Govern¬ 
ment are awaiting the conclusions of these discussions. 
They are, however, inclined to the view that there is 
no need for major changes in the present system and 
that the taxation structure built in the different States 
are in answer to the peculiar needs and possibilities. 
The State Government have not been able to agree to 
a single consolidated tax. The whole subject, however, 
is still in the stage of discussions and the views of 
the State Government have not yet been finalised. 

The rates prevailing in Bihar are given in the 
relevant schedule which may be compared with the 
maxima recommended by the Motor Vehicles Taxation 
Enquiry Committee. 


Question No. 169. 

The receipts from the motor vehicles tax are partly 
made over to the Municipalities and partly to the 
District Boards. These allocations have been fixed for 
sometime. The rest of the proceeds forms part of the 
consolidated fund of the State. The receipts have been 
of course, taken into account in planning road develop¬ 
ment for the State. Recently in view of the recom¬ 
mendations of the Motor Vehicles Taxation Enquiry 
Committee a proposal is under consideration for the 
creation of a State Highway Fund. State Government 
have agreed that a Highway Fund should be consti¬ 
tuted to which annual allocations should be made sub¬ 
ject to a minimum. The question whether proceeds 
from Motor Vehicles Taxation or for that matter, of 
any other taxes, will be earmarked for the State High¬ 
way Fund is still under consideration. 

Question No. 170. 

The tentative views of the State Government on the 
recommendations of the Motor Vehicles Taxation 
Enquiry Committee have been furnished in Political 
(Transport Department) letter no. 2521-T., dated the 
12th September 1951, a copy of which is enclosed. The 
final decision of the Government will, however, depend 
on the results of the discussions which are still pro¬ 
ceeding, between the Representatives of the Union and 
the State Governments. 

Section III,— Other remarks. 

No comments. 

No. 2521-T. 

GOVERNMENT OF BIHAR 
Political (Transport) Department 


From, , 

S. K, MUKHERJI, Esq., I.A.S., 

Under-Secretary to Government 
To, 

THE SECRETARY, 

Transport Advisory Council, Ministry op 
Transport, 

Government of India, New Delhi 

Dated, Patna, the 12 th September, 1951, 

Subject.—Transport Advisory Council—Twelfth 
Meeting. 

Sir* 

I am directed to refer to your tetter No r 4-T (13)/51, 
dated the 1st June* 1951, and in continuation of this 
Department letter No. 7253, dated, the 28th July, 1951, 
forward the views of the State Government on the 
conclusions arrived at by the Twelfth meeting of the 
Transport Advisory Council held in April, 1951, sent 
with your letter under reference. 

Item 1.—The State Government agree to the ratifica¬ 
tion of the Convention. 

Item 2.—The State Government await the final report 
of the group of experts. 

Item 3. —I. Policy — 

(1) (a) and (b). The State Government agree. 

(c) The State Government see no valid justifica¬ 
tion for abrogating, in effect the power to levy 
taxes on passenger traffic by motor vehicles 
when, departing from the Government of India 
Act, 1935, the new Constitution provides for 
the levy of such a tax. They also see no good 
reason why local taxes leviable under certain 
laws enacted after careful consideration should 
be given up. The largest contribution towards 
the cost of construction and maintenance of 
local roads already comes from the agricul¬ 
turists who form the majority of the popula¬ 
tion, in the shape of the local cess. Roads on 
which there is heavy motor traffic have to be 
maintained at a much higher standard than 
other roads, and it is only fair that motor 
transport should bear extra charges to meet 
part of this additional cost. 

(2) The State Government cannot agree to any 
special exemption for motor vehicles, spare 
parts and accessories from the State’s Sales 
Tax. There is room for difference of opinion 
as to whether these articles are luxuries or 
not. But, like many other articles, these can 
bear some additional charges even if they are 
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not considered luxuries. In fact, these articles 
already bear a high import duty, while there 
is also a high excise duty on the indigenous 
manufacture of tyres and batteries. 

II. Central Taxes. —The State Government agree to 
all the three clauses provided petrol prices are made 
uniform throughout India exclusive of State and local 
taxes. 

III. State taxes .—(a) The State Government has al¬ 
ready provided for the proposed ceiling of six annas 
per gallon. The Sales Tax on petrol* in this State is 
at present being collected conveniently through the 
existing Commercial Taxes staff. The State Govern¬ 
ment are, however, agreeable to the proposed system 
of collection by the Centre provided all other States 
agree and no collection charges are levied by the Centre 
on this account. 

(b) and (c) The State Government must protest 
against the antiquated principle of fiscal monism under¬ 
lying these proposals. They- see no valid reason to 
abrogate their right to levy entrance fees, tolls and 
other taxes, on passengers and goods carried by roads, 
which have been provided by the Legislature after due 
consideration. They agree that multiplicity of taxa¬ 
tion and possibility of double taxation should be avoid¬ 
ed as far as possible ; this but they consider that these 
aims are attainable without going to the extent of 
adopting the “single tax” principle. 

(d) The State Government agree that vehicle tax 
should be based in the case of— 

(1) motor cycles ..... flat rate 

(2) goods vehicles . . . .on laden weight 

(3) buses . . . . . .on seating capacity 


V. Reciprocity,—The State Government accept the 
principle laid down, but their acceptance of the rate 
considered suitable lor uniform adoption throughout 
the country will depend upon its reasonableness. This, 
as the Council also felt, will necessitate further detailed 
examination. 

VI. Distribution of the proceeds of taxation .—The State 
Government agree in principle to the proposals con¬ 
tained in clauses (i) to (iv). The suggestion made in 
clause (v) for the formation of a State Road Fund will 
be given due consideration. 

VII. Roads .—The State Government agree that grants 
for road development should be regular. 

VIII Regulation and Road-Rail, Competition .—The 
State Government have noted the recommendations 
but, since the Council has not made any endorsement, 
no detailed comments are being furnished, though there 
are certain highly controversial issues involved. 

IX. Miscellaneous .—The State Government have noted 
the serveral recommendations and these will be given 
due consideration. 

Item 4.—Amendments to Motor Vehicles Act, 1939— 
The views of the State Government will separately be 
sent at an early date. 

Item 5.—No comments. 

Item 6.—The State Government are taking steps to 
implement the provisions of the “Code”. 

Item 7.—No comments. 

Item 8.—Already discussed under item 3. 

Item 9,—No comments. 


They consider, however, that various administrative 
difficulties would arise if unladen weight is adopted as 
a criterion for motor cars, and consider that motor 
cars should continue to be taxed according to seating 
capacity. 

(e) The State Government agree to the present 
Madras rates being adopted as a ceiling for the vehicle 
tax for a period of five years and subject to revision 
at the end of this period. They consider, however, that 
the scale should be left to the discretion of the State 
Government. 

(f) The State Government agree to the principle, 
but “services rendered” should be given the same 
liberal interpretation as had already been done in their 
comments on clause (c) of Item 3-1(1). 

, (&) (i) The State Government cannot abrogate their 
right to impose tax on cultivators’ carts. 

(ii) They agree that urban carts should be taxed. 

(iii) A road cess on immovable property is being 
levied from a very long time in this State. 

(h) The State Government feel that it is neither 
possible nor necessary to make such elaborate calcula¬ 
tions as are proposed regarding collection of every toll 
tax, pilgrim tax, or fees levied on buses for the pur¬ 
pose of construction and maintenance of bus stands, 
etc. They already exercise their discretion to ensure 
that charges of this nature are not excessive ; but it 
is desirable that, in the case of tourist centres 
especially, an element of tax on tourists should enter 
these tolls and fees. For some time past the State 
Government have been incurring heavy capital and 
recurring expenditure for providing adequate ameni¬ 
ties and services for pilgrims, tourists and the ordinary 
users of motor transport. Collection of any such fees, 
may L Particularly i n the initial stages of investment, be 
much less than the expenditure on these items in any 
year, and, hence it is only equitable that the collection 
m subsequent years should exceed the cost of main¬ 
tenance m order to recoupe the money invested. The 
Government do not consider it necessary that 
collections over a period of several years should be 
nicely calculated to meet the expenditure over the 
same period ; indeed, the expenditure over these items 
may often continue to be in excess. 

^'*^2 £ alv Taxes. The State Government cannot 
accept the proposed restriction regarding these local 
taxes which are suitable sources of revenue for the 
local bodies In fact, persons or goods entering an area 
under a local body can be said to be indirectly benefit¬ 
ing from the various amenities provided by that local 
and even the principle of “services rendered” 
justifies a fee being levied for the amenities. 


Item 10.—The State Government have .already inti¬ 
mated in their letter No. 6924, dated the 21st July, 1951 
that the Local Self-Government Department of this 
State will take steps to obtain and distribute wheels to 
Municipalities and Gram Panchayats under their con¬ 
trol for the proposed experiment. 

Yours faithfully, 

S. K, MUKHERJI, 

Under-Secretary to Government . 

* 

G.— Note on Irrigation Rates, Betterment 
Leavy and Irrigation Cess 

Section I.—General 

1, Of the three forms in which State Government may 
recover the cost of irrigation provided under its auspices, 
namely, irrigation rates, betterment levy and irrigation 
cess, only the first has been actually in vogue in this 
State. The question of betterment levy is still under 
consideration. Irrigation cess, although provided under 
the Bihar Public Irrigation and Drainage Works Act, 
1947 (Bihar Act X of 1947), has not been actually levied 
so far although steps are being taken to enforce such a 
levy. The irrigation rates or water rates are not in the 
nature of a tax but are a price for services rendered. In 
fact, hitherto the full cost of the service rendered has 
not actually been recovered and irrigation has been 
actually subsidised. The water rates are levied under the 
Bengal Irrigation Act, 1876 in the rules framed there¬ 
under (The Sone, Champaran and Saran Canals Irriga¬ 
tion Rules and the Sakri Canal Irrigation Rules). Water 
rates for the supply from tube-wells and river pumps 
are equally fees and are not yet compulsory levy but 
it has been provided that recovery of water rates for Lift 
irrigation will be under the Public Demands Recovery 
Act. 

2. The following rates for supply of water for pur¬ 
poses of flow irrigation were given effect to from 1st 
November, 1931 : — 


Class of lease 


Rate per 
acre 


Sone Canals 

Rs 

a. 

P 

Long term ...... 

, 4 

8 

0 

Kharif season ..... 

• 5 

0 

0 

Single Kharif watering 

2 

8 

0 

Rabi season ..... 

• 3 

8 

0 

Hot weather ..... 

* 7 

8 

0 

Hot weather single watering . 

2 

8 

0 






*53 


Class of lease 

Rate per acre 


Champaran Canal 




Tribeni Canal 

Rs, 

a. 

P 

Long term ...... 

• 3 

0 

0 

Rabi season ..... 

2 

0 

0 

Kharif season ..... 

• 4 

0 

0 

Hot weather ..... 

2 

0 

0 

Hot weather single watering . 

. . 0 

12 

0 

Rabi single watering on Kharif lease area 

* * 1 

8 

0 


Dhaka and Tear Canals 


Long term . . . . . . .300 

Kharif season . , . . , * *400 

Rabi season . . , . * .200 

Hot weather . . . . . . , 5 o o 

Hot weather single watering . . . . *280 


3. The above rates were amended from time to time. 
The rates were doubled with effect from 26th October, 
ID52 with the result that the revenue on account of 
realisation of water rates has considerably increased. 
The justification for the increase of water rates is that 
the canal rate should be a percentage of the net value 
of the additional yield due to assured irrigation by canals 
and that the rate should be commensurate with the 
heavy rise in the cost of maintenance and construction 
of irrigation works, 

4. For similar reasons the lift irrigation rates have also 
been doubled from the end of October, 1952. Two other 
systems, viz., the Saran Canal system and the Sakri 
Canals have come under operation during the post-war 
period. The rates of Tribeni Canals have been applied 
to Saran Canals system as the commanded areas are 
contiguous. 

5. For lift irrigation in North and South Bihar State¬ 
ments I and II are attached showing the rates which are 
being charged. Statement showing statistical data for 
each of the major irrigation works so far completed in 
Bihar is attached. All other major irrigation works and 
minor irrigation works are still in progress and their 
accounts have not yet been closed. 

6. Set-up at the Secretariat level and below : — 

(a) Before World War II— 

1. Chief Engineer and Secretary to Government 

2. Deputy Chief Engineer and Deputy Secretary 

to Government. 

3. Assistant Secretary to Government (non¬ 

technical). 

Below the Secretariat level there was one post of 
Superintending' Engineer, Sone Circle which was abolish¬ 
ed in 1933 and the post of Deputy Chief Engineer in 
Secretariat was created. Superintending Engineer, North 
Bihar Circle (a Public Works Department Circle) was in 
charge of one Irrigation Division, viz., Champaran Divi¬ 
sion. The Irrigation Department had then only three 
Executive Engineers and one Revenue Division under a 
senior Deputy Collector. The Executive Engineers had 
usual strength of S. D. Os. and S. Os. under their charge. 

(b) During the war— 

1. Chief Engineer and Secretary to Government. 

2. Deputy Chief Engineer and Deputy Secretary 

to Government, 

3. Assistant Secretary to Government (Technical 

up to 1940 and then non-technical). 

So far as the officers below the Secretariat level are 
concerned there was no change except that one Division 
for Tube-wells, viz., Lift Irrigation Division, Patna, was 
formed. 

(c) From 1946-47 to date— 

At Secretariat level, 

1. Secretary I. D. S, 1 They also work 

2. Dcputy^Secretary (on-technical) Y for other branches 

3. Additional Under-Secretary (non-technical) J of Public works 

Department. 

7. As Departmental heads two Chief Engineers are 
engaged and under them there are four Superintending 
Engineers and fourteen Divisional Executive Engineers. 


Each Division has the usual number of Sub-divisions 
and Sections. A Revenue Collection Division with the 
usual number of Ziladars and Thasildars under a senior 
Deputy Collector continues as before. 

8. Assessment .—Water rates on canals are charged in 
accordance with the provision of the Bengal Irrigation 
Act, 1876 and the Sone, Champaran and Saran Canals 
and Sakri Canals Irrigation Rules framed thereunder. In 
Sone Canal system the Executive Engineers are resposi- 
ble with the assessment of water rates for which they 
have the usual compliment of assessment staff, viz.. 
Sub-divisional Officer, Ziladar, Amins and Patrols who 
prepare Khatians and send them to the Revenue Deputy 
Collector for necessary collection. There is a similar 
arrangement for supply of water from tube-wells and 
river pumps which have been declared as public demand 
under the Public Demands Recovery Act (Bihar Act 
XLV of 1951). In Champaran Canals both assessment and 
collection are done by the Revenue Deputy Collector and 
his staff. 

The Tube-well Programme was taken up in 1938 in the 
Dehri-Sasaram area and was intensified during World 
War II. A heavier programme has been taken up alter 
the war. 

Navigation Tolls are charged under the provisions of 
the Bengal Canals Act, 1864 (Act V of 1864) and the Rules 
framed thereunder. Only Sone Canals are navigable. 
Toll Collectors assess and realise the charges according 
to the weight of the boats. 

9. Appeal and Revision .—-Any person may present an 
objection to any demand for water rates made on him. 
This application will be accompanied by a payment of 
4 annas and will be presented to an authorised Canal 
Officer or to the Collector of the district. On disposal 
of the case by the Executive Engineer, the appeal shall 
lie with a Collector of the district. 

10. Collection .—A Division under a senior Deputy 
Collector has been set up for the collection of water 
rates. He is assisted by Canal Revenue Assistants, Circle 
Officers and Tahsildars. 

Tolls are collected by Toll Collectors, subordinate staff 
under Executive Engineers. There are many Toll Stations 
on the Canals for this purpose. 

The administration of these rates is efficient, especially 
assessment and collection as will be clear from table I 


below : 

Table I 


Year 

Assessment 

made 

Collection 

made 

1935-36 

Before World War 11 

Rs. 

31,54,540 

Rs. 

31,3 *>969 

1936-37 

.32,93. > 7 6 

31,94,464 

1937-38 

. 3 1 . , 7 > 9 ai 

28,41,053 


During World War II 


1943-44 

.38,20,296 

31,65,122 

1944-45 

.38.82,360 

34,25,622 

1945-46 

. 3 6 . 5 o .427 

35,73,528 


After World War II 


1946-47 

. 33 . 40,143 

32,73,146 

1947-48 

. 34 . 94.538 

34,70,013 

1948-49 

. 36 , 37.004 

36,22,009 

1 949-50 

. 36 , 72,944 

36,55,066 

J 95 0 -5 1 

. 39 , 97 , !o6 

38,98,464 

I 95 I -52 

.46,01,471 

36,26,397 

1952-53 

. 63 , 39.443 

52,71,648 

Year 

Table II. 

Cost of water rate 
establishment 
(Collection and 
assessment both) 

Rs. 

During World War II 

1943-44 

. 

4 j 79>°92 

1944-45 


5> 3 M** 

1945-46 • 


6,04,269 
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Year 

1946 - 47 

1947 - 48 

1948 - 49 

1949- 5o 


After Warid War 11 


Cost of water rate 
establishment 
(Collection and 
assessment both) 


Rs. 

7 ^ 6,552 

7 * 97*323 

9 , 28,014 

9389,904 


(U) Irrigation rates are already levied on major irriga¬ 
tion works taken up under the Bengal Irrigation Act. In 
works taken up under the Bihai Public Irrigation and 
Drainage Works Act of 1947, the entire capital cost is 
recovered from the beneficiaries. No irrigation rate is 
charged nor is proposed to be charged. 

(ili) The question of levying a small compulsory cess 
(Irrigation cess) on all lands under command, whether 
the water is actually utilised or not, is under considera¬ 
tion of this State Government for Lift Irrigation Scheme 
.only, where on account of comparatively high rates, the 
people are not coming up for irrigation in the usual way. 

(iv ) No other tax or taxes are proposed to be imposed. 


1950-5 1 . 8384,293 

1 95 1 ‘52 7344345 6 

1952-53 7*84,085 

11. Tax administration from the point of view of the 
tax-payers .—In view of the figures of assessment and 
collection as given above it will be evident that the 
tax-payers seem to be satisfied with the administration. 
There is, however, some agitation about the enhance¬ 
ment of water rates. 


Question No. 156. 

It is proposed that the total amount of betterment 
charges leviable in respect of any land included in the 
commandable area of the scheme shall not exceed 1/2 
of the difference between the value of the land with 
reference to such a date prior to the commencement 
of the scheme and their estimated value with reference 
to such other date after such commencement as may be 
fixed by the State Government by notification in the 
Gazette. 


12. Evasion of Tax .—Some unscrupulous cultivators 
try to evade payment of water rates. They irrigated their 
lands without having filed Satta or having obtained 
permit. They manage to do this generally with the 
connivance of the sub-ordinate staff, viz., Mates and 
Patrols. Sometimes they also irrigate their lands by 
cutting village channels in the course of flow of water. 
On detection offenders are penalised for such unautho¬ 
rised irrigation. These penal rates are realised under the 
provisions of the Sone, Champaran and Saran Canals 
Irrigation Rules and the Sakri Canals Irrigation Rules. 
Suitable action is also taken against the subordinate 
staff found guilty. 

Those cultivators who fail to make payment on the 
due dates are served with distress warrants and thus 
water rates are realised. 

Patrols are generally entrusted with the duty of 
detecting unauthorised irrigation or wastage of water, 
subject to supervision by officers-in-charge of Sections, 
Sub-divisions, Divisions, etc. 

Table III below shows the amount charged for the 
unauthorised irrigation from 1944-45. This shows that 
such cases have increased lately and are still on the 
increase. 


Table III 

Penal rates rea- 


* Year 

During World War II 

lised 

Rs. 

1944-45 

* • « • f * 

54*8i4 

1945-46 

After World War 11 

30,861 

1946-47 

. 

26,027 

1947-48 

. 

29,229 

1948-49 

. 

79*983 

>949*5° 

. 

89,705 

1950-51 

. 

1 , 87*558 

«95i-52 

, 

2 , 10,536 

1952-53 

. 

3 , 83,340 

Penal rates 

means payment of Rs. 15 per 

acre on the 


first occasion and Rs. 20 on subsequent occasions ex¬ 
clusive of the ordinary water rates. These rates are 
applicable from 26th October, 1952. If any tank or Ahra 
has been supplied with water obtained in an authorised 
manner a rate of Rs. 5 per thousand cubic yards is pay¬ 
able for such water. 


The betterment charges shall be payable in one or 
more instalments as may be prescribed. 

It is proposed that the recovery should commence after 
the completion of the project as soon as actual irriga¬ 
tion in the commanded area' is started. 

It is proposed to levy betterment charges only on new 
irrigation schemes to be taken up from a date to b& 
specified for each scheme. It is, however, not considered 
practicable to impose a betterment levy on lands already 
benefited by existing irrigation works. 

It is proposed to earmark the proceeds of betterment 
levy for the particular irrigation for which such levy 
is made. 

Question No. 157. 

(i) The irrigation rates should take into consideration 
both the economic value of water, increase in yield and 
the prevailing prices of the crops. In case of old irriga¬ 
tion works of the Sone Canal and the Tribeni Canal the 
rates have been doubled from end of October, 1952. This 
revision has been made on account of the higher pre¬ 
vailing prices of various crops. 

The quantum of additional levy may be limited to 40% 
of the value of the total increase both in case of old 
and new irrigation works. 

(ii) This has been discussed in (i). 

(Hi) The reply is in the affirmative. It is considered 
that these rates may be reviewed at an interval of ten 
years, or, still better, a sliding scale of assessment may 
be adopted on the basis of the prices from year to year. 

(iv) In case of new projects slightly concessional rates 
may be adopted for a period of two years or so from 
the commencement of irrigation. 

Question No. 158. 

In addition to water rates and betterment levy it is 
proposed to levy an irrigation cess in respect of land 
under the irrigable command of a Lift Irrigation Scheme 
which may be existing or may be taken up hereinafter. 

Yes, it should be a small fee relatable to working 
expenses. No rules have yet been framed. 

Question No. 159. 

The items, viz., betterment levy, irrigation rate and 
irrigation cess do not relate to minor irrigation works 
but they do relate to tube-well schemes and major irri¬ 
gation schemes the details of which have already been 
explained in previous replies. The cost of so-called minor 
irrigation projects of Irrigation Department is fully 
recoverable from the beneficiaries under Bihar Public 
Irrigation and Drainage Works Act of 1947. 

Question No. 160. 

In Bihar there is permanent settlement. The land 
revenue and irrigation rates should remain separate in 
Bihar especially as there is a fair amount of rainfall in 
the State and State irrigation is provided for a very 
small area. 


Section II.— Replies to questions 

Question No. 155. 

(i) The question of imposing betterment levy for major 
irrigation works is already under consideration of this 
State Government. 


Question No. 161. 

The irrigation assessment rates on all the State 
canals and old tube-wells have been doubled up from 
end of October. 1952 on account of increase in crops 
values, etc. There is, therefore, further scope for revision 
of irrigation rates. 



STATEMENT I 

Showing Statistical Data about Tube-Wells Irrigation 


Working Interest Net 
expenses charges revenue in 
in lakhs in lakhs lakhs Remarks 


* Total 
in lakhs 


9 




Rs. 

Rs. 

Rs. Rs. Rs. Rs. 

Rs. 

Rs. 

Rs. 

Rs. 





South Bihar A 





Dehri Sasaram 

1946-47 

9-12 

8,931 

• 63 

■63 

1*41 

•27 

(—)»'05 

Lift Irrigation Scheme 

1947-48 

10-96 

11,238 

1*00 ,. .. ,. 

1*0 

2 * 08 

*30 

(—) 1 • 3 ® 

(95 tube-wells) 

1948-49 


^969 





12-24 

1 # 53 - 

i '53 

2’06 

*34 

<—)i-«7 


1949-50 

13-67 

16,730 

i -37 .. 

i *37 

1*21 

*39 

(—) 1 * 23 


1950-51 

16-99 

16,656 

1*53 

i *53 

2*63 

*55 

(—Ji-65 


1951-52 

21 * 66 

18,470 

1*24 

I’24 

2*99 

•60 

(—) a * 35 


Figures of 1952-53 have not yet been finalised. 


12 13 


Name of the work 
or works 


Total 
capital 
outlay 
(figures 
are cum¬ 
ulative) 
in lakhs 


Area 

irrigated 


Total Receipts 


Water Cess 
rates 
in lakhs 


Portion 
of land 

revenue Other 
to be receipts 
irrigated 



South Bihar B 


Patna-Bakhtiarpur 

Bihar-Ekangarsa- 

1946-47 

39-28 

* • 

. 

•• 

*1*00 

1*10 

(-)s-io 

♦Represents 
Rs * fio Inlchs 

rai-Bihta Scheme 









0 ■ U4 lulvlia 

as deprecia¬ 

(192 tube-wells). 

1947-48 

45-32 

8,571 

' 60 

. . * 60 

1*81 

1*27 

(_) 2 - 48 

tion charge 
at the‘rate of 


1948-49 

55-26 

8,603 

i *55 

1*55 

3-64 

1*51 

( — )3'6o 

2*5% calcu¬ 
lated the oret- 


1 949-50 

64-97 

n,86g 

i *33 

i *33 

4 - 9 8 

1*80 

( — ) 5"45 

ically and Rs. 

■ 18 lakhs as 


1950-51 

85-75 







maintenance 


23,137 

2*01 

. .. 2*01 

7-05 

2*45 

(~) 7"49 

charges. 


1951-52 

114-01 

34,474 

3*30 

3*30 

7-79 

3*25 

(— ) 7'74 



Figures of 1952-53 have not yet been finalised. 


STATEMENT II 
North Bihar 


300 tube-wells in 1946-47 Nil 

North Bihar- to 


1949-50 



1950-5 1 

8.9 

Nil 

I95I-52 

39-59 

** 

1 952-53 

70.36 1,000 

•37 

(probable) 


0.4 


22* .14 

•95* * 79 

■73 


( ) *36 *These figures 

represent p r o- 
( -)i - 7° bable adjust¬ 
ments to- 
(' )3-^5 wards depre¬ 
ciation funds 
at the rate 


•37 3-29 
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STATEMENT III 

Showing Statistical Data pertaining to Canals system 
{a) Dhaka Canals 


Total Receipts 


Name of work Total 

or works Capital 

outlay 

Area 

irrigated - 



„ WnrUnft 

Interest 

charges 

Net 

revenue Remarks 

— -—“ V 

Water 

rates 

Portion of Other 

land reve- receipts 

nue due to (Plantation, 

Cesses irrigation other Canal 
production 
and Misc.) Total 

TV ClI tkHJg 

expenses 

1 2 

3 

4 

5678 

9 

10 

11 12 


1946-47 

Rs. 

• 6 . 32.773 

12,586 

Rs. 

48,724 

Dhaka Canal 

Rs. Rs. Rs. 

♦ . .. 6,926 

Rs. 

55 . 65 ° 

Rs. 

33,535 

Rs. 

20,627 

Rs, 

21,170 

1947-48 

6,32,773 

12,411 

42,114 

8,165 

5°.279 

61,328 

20,627 (—)>>.384 

>948-49 

• 6,32,773 

14.349 

55.699 

5,552 

61,251 

96,010 

20,627 (-) 34.978 

> 949 - 5 ° 

• 6,32,773 

15.639 

53.59 > 

♦ * ♦♦ 10,140 

63.731 

66,603 

20,627 (—) 2,984 

i 95 °- 5 i 

• 6,32,773 

16,456 

54,412 

10,925 

65.337 

43.692 

20,627 

21,557 

>95 >-52 

• 6,32,773 

14.955 

3 6 ,995 

4 * > 9,942 

46.937 

32,078 

20,627 

11,942 


\ 


(A) Sone Canal System 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 


12 


Rs. 


Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs, 






Sone Canals 






1946-47 

. 2,68,244 

6,35,086 

28,15,990 

Nil 

Nil 

3,57,083 

3 >,73,°73 

16,88,941 

8,64,734 

I >44i I 95 


1947-48 

, 2,68,244 

6,46,960 

29,29,928 

>1 

11 

3i54i7 I 9 

32,84,647 

1 8,44,3 7° 

8,64,734 

14132,962 


1948-49 

, 2,68,244 

6,28,239 

29,90,444 

17 

11 

4i OI i55 8 

33,92,002 

20,99,025 

8,64,734 

12,87,147 


1949-50 

2,64,244 

6,95,227 

29^5,233 

11 

11 

3,95 i 382 

33,80,615 

22,65,888 

8,64,734 

11,08,632 


1950-51 

. 2,68,244 

7,47,212 

32,08,348 

11 

11 

3,92,959 

36,01,307 

20,92,256 

8,64,734 

15,04,9 >8 


I95I-53 

. 2,68,244 

7i°7,°93 

33,36,742 

11 

11 

3 i 32,094 

36,68,836 

25,30,573 

8,64,734 

n.32,705 



/ 


(c) Sakb.1 Canal and Tjubeni Canal System 










Sakri 

Canal . 






i95 0 -5* 

. 22,05,012 

8,000 

188 


•• 

2,817 

3>°°5 

4,347 

53,063 

(—)i,349 


I95I-52 

• 35,30,348 

17,000 

Nil 

•• 

-• 

1,872 

1,872 

16,013 

9 a ,4>6 

(— )I4,>4« 







Tribeni 

Canal 






1946-47 

- 81,50,407 

1,13,222 

3>45>H9 




3.58,823 

3,°3,459 

=,64,737 

53,273 


r 947-48 

. 81,58,407 

1,11,625 

47 i4i432 


• • 

-• 

4,30,378 

3,24,251 

2,64,737 

>,04,389 


1948-49 

. 81,58,407 

1,20,566 
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MEMORANDUM V 


Answers to Questions not 

In this Memorandum the general questions on the 
tax system, namely, Question nos. 1 to 45 have been 
answered. No attempt has been made to answer ques- 
tions bearing on Income-tax, Customs and Central 
Excises of the working of which the State Government 
have no detailed knowledge. The only exceptions are 
question nos. 52 to 54, 56, 57,. 80, 101, 102, to which 
specific attention of Government has been drawn. Ques¬ 
tion nos. 136—138 and 223—228 with which the State 
Government are concerned but which have not been 
answered in Memorandum IV have been also answered 
here. The remaining questions have been answered in 
Memorandum IV. 

Question No. 1. 

A tax policy is related to the economy and the social 
order to which it applies. We have decided to have a 
mixed economy in which extension of the public sector 
will depend upon decisions taken from time to time. 1 The 
public sector is yet relatively small. The' economy is also 
relatively backward and the production is very near the 
subsistence margin and there is little surplus by way of 
saving. It is also intended to achieve decentralisation 
so that services in common may be provided directly 
by the people themselves through co-operative organisa¬ 
tions or through private institutions (individuals, firms, 
companies, associations, etc,) and the State should pro¬ 
vide services only to the minimum extent necessary. In 
such a set up a sound tax policy will have the follow- 
ing primary objectives : — 

(1) to raise revenue for organising services through 
state agencies as may be decided from time to 
time ; 

(2) in raising revenue to keep the total sacrifice 
made by the people to the minimum ; and, 

(3) apart from what savings are voluntarily made by 
individuals and associations and invested in the 
private sector or given in loan to the Govern¬ 
ment, to have the maximum resources that can 
be raised for national investment without undue 
lowering of the standard of living. 

2. The tax weapon may be employed to achieve other 
ends also such as, encouraging or discouraging the pro¬ 
duction or consumption of certain goods and services ; 
or their export and import; and so forth. These are, 
however, secondary. Reduction of inequalities of income 
and wealth is implied in the principle of raising revenue 
with the total minimum sacrifice which justifies taxing 
higher incomes more heavily than lower incomes. Thus 
the primary objectives may be the three mentioned above 
followed by encouragement of incentive to work, save 
and invest so that production and employment may 
increase and by reduction of inequalities of income and 
wealth. 

3. Countering of inflationary and deflationary ten¬ 
dencies and maintenance of the external balance of the 
economy have a remote and uncertain relation to a tax 
policy and are more directly controlled by monetary, 
banking and commercial measures. 

4. The Indian Tax System deserves modification in the 
following direction : — 

(1) The various authorities—Central, State and local 
—should have fiscal powers adequate to their 
functions. Thus local bodies beginning with 
Gram Panchayats should have ampler and more 
certain financial powers so that they may not 
depend too much on grants. The State Govern¬ 
ment which has _ the major role to play in 
development of social services should have more 
flexible sources of revenue and should be freed 
from Central interference as much as possible! 

(2) The principle of minimum sacrifice demands 
that higher income should be more heavily 
taxed. It is necessary to leave the determination 
of income of all kinds to one authority presum¬ 
ably Central and to rely more upon income-tax 
which has certain incidence than on other taxes 
In the developed countries in the West Income- 
tax accounts for bulk of the State revenues— 
Central and local. Agricultural and non-agri- 
cultural income may have to be pooled. Incomes 
from agriculture which is subject to hazards and 
risks should be more lightly taxed. Among non- 
agricultural incomes, incomes from properties, 
that is, unearned income should be distinguished 
and subject to a higher tax than earned income 
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(3) Incentive to work to save and to invest will be 
less affected if the levy is for works of imme¬ 
diate local benefit whose advantages the tax¬ 
payer can readily feel for himself. This suggests 
greater use of betterment levies and special 
assessments. 

Question No. 2. 

The generally accepted, though objectively somewhat 
vague, standard by which the equity of the tax system 
is judged is whether the tax burden is distributed accord¬ 
ing to the ability of different persons to shoulder the tax 
burden. The main objective test of ability must be income 
with a certain measure of progression and with exemp¬ 
tion from taxation of persons with the barest minimum 
income for existence. In the Indian society we may 
take an average family as a unit for estimating the 
burden of taxation. Although some measure of differen¬ 
tiation is possible with regard to the nature of the income 
(its variability, duration, etc.) in the case of direct taxes, 
it is hardly possible to do so with regard to the in¬ 
direct taxes, A certain degree of inequality in the burden 
of taxation may be tolerated (as when the poorer classes 
pay more than in proportion to their income) if it is 
the result of the efforts on the part of the State to 
restrict the consumption of certain things (drugs and 
drinks) considered harmful. It should be possible to 
attain a rough measure of equity in the Indian tax 
system ; but for this purpose it is necessary that the 
Tax Enquiry Commission should examine the burden 
of taxation in the community periodically, say, every ten 
years, and suggest adjustments in tax burdens where 
necessary. 

Question No, 3. 

Sufficient data as to the amounts of tax paid by the 
different groups are not available and, therefore, it is 
not possible to answer the question. 

Question No* 4. 

Taxable capacity is a vague concept. If a community 
is socially conscious and is willing to organise services 
in common which can as well be performed separately 
its taxable capacity is higher. Thus if every family wants 
to dig its own well for water-supply and does not want 
to join a common water-supply system which has to be 
paid for in common, the taxing authority would meet 
resistance from the families if it wants to levy a water 
rate and it may be said that the taxable capacity of the 
families has been reached and no recoveries can be made. 
If, on the other hand, the families are willing to organise 
a water-supply in common, they will be willing to pay the 
necessary tax and their taxable capacity will appear 
higher. Thus the taxable capacity depends upon degree 
of social education and consciousness. Similarly a family 
will be in a better position to pay a tax if the money has 
been used on works of benefit which has brought ad¬ 
vantage to the family rather than if it has been wasted 
on war and other adventures. Thus taxable capacity also 
depends upon the degree of wisdom shown in expendi¬ 
ture. The factors on which taxable capacity depends 
are thus subjective. It is, therefore, not possible to say 
what is the taxable capacity of the people of when it 
has been reached and passed. 

Question No. 5. 

India’s per capita income is low and this is reflected 
in'the proportion the tax revenue bears to national 
income. Among the countries with per capita income of 
less than 100 dollars India is grouped with Ceylon, 
Philippines, Burma, Pakistan. Thailand and Iran. In the 
range between 100 to 200 dollars come Egypt, Mexico, 
Brazil, Chile, Columbia, Peru, Japan, Syria, Turkey’ 
Bulgaria, Greece and Spain. The percentage that tax 
revenue forms of national income should be compared 
between these countries. The percentage in India hap¬ 
pens to be lower than, say, in Philippines. It is certainly 
possible to raise this percentage. In fact, the percentage 
already rising. Thus a single reform like abolition of 
zamindaris will bring to the State land revenue which 
will be many times its former value. In Bihar, for in¬ 
stance it has been calculated that land revenue’will rise 
from Rs. l‘ 2 crores to Rs. 16*00 crores. Further exploita¬ 
tion of other sources of revenue open is possible. Evasion 
of taxes may be checked and assessment may be more 
accurate. Even these will raise the percentage to about 
what prevails in other countries of this income range. 
There is, however, no reason to make tax changes only 
to raise the proportion. Of course, taxation judicially 
handled may be carried very far for there is no limit 
to the taxable capacity of the people except the income 
of the people itself. State Government, however, do not 
think it necessary to suggest tax changes for this purpose. 
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Question No. 6. 

The Report of the First Five-Year Plan estimates that 
28 per cent of the total tax revenue of India comes from 
direct taxation which affects only about half of one per 
cent of the working force of the country. In a country 
where 70 per cent of the population depends directly on 
agriculture and where agriculture is not commercialised 
but is carried on mainly for domestic consumption and, 
therefore, compared to the volume of output generates 
only a comparatively small amount of money income, 
the field of direct taxation*must necessarily be limited. 
The following table shows for different countries the 
percentage of income originating from agriculture and 
the percentage which direct taxes form of the total tax 
receipts. 


The figures relate either to 

1949 or 1950 . 

Percentage of 
national 
income 
originating 
from Agri¬ 
culture 

Percentage of 
direct taxa¬ 
tion to total 
tax revenue. 

Philippines 



• 


622 

20 

Turkey 





48*9 

34 

India 





47*5 

38 

Egypt . 





44 * 5 

15 

Columbia 





4 o *4 

47 

Italy 





35 ’ 9 

18 

Peru 





32-6 

25 

Argentina 





24*0 

52 

Mexico 





20*4 

28 

France 





20*2 

37 

Chile . 





ITS 

34 

Canada 





. 16*4 

56 

U. S. A. 




- 

8*0 

73 

U. K. . 


* 


. 

5*4 

56 


It appears from the above table that compared to our 
dependence on agriculture the proportion of revenue from 
our direct taxation is not particularly low. It can, how¬ 
ever, be further raised by the imposition of death duties 
and a moderate increase of land revenue, if it can be 
considered as a direct tax. 

Question No. 7. 

No significant increase in Union revenues from develop¬ 
ment of non-tax revenues is anticipated. In the State, 
however, non-tax revenues will gain in importance. The 
increases would be mainly in the gross. If only net 
increase in State revenues were to be considered after 
allowing for the expenditure incurred in earning the 
revenue, the increase will be less remarkable. Three 
main lines of increase suggest themselves, In the first 
place, there are commercial undertakings. The gross 
earning from commercial undertakings such as irrigation 
facilities provided by the State, electrification, road 
transport, and a few State operated industries may be 
considerable. But in the system of accounting followed 
in this State, operational expenses, depreciation and 
interest on capital are set off against gross receipts and 
only the net contribution of enterprises would be shown 
as credit to revenue. By this strict test, so far as Bihar 
is concerned, only road transport is likely to make some 
net contribution to the State revenues. Irrigation rates 
are low and it is not expected that irrigation will ever 
be free from an element of subsidy. Electrification in the 
early stages, i.e., in the next five or ten years, may also 
make no appreciable net contribution to State revenues. 
One other reason why, even when these enterprises are 
fully developed, the net contribution to the State’s 
revenue will be small is that generally State undertakings 
are intended to run at no profit no loss basis and because 
the enterprises taken over for operation by the State 
happen to be essential services where the possibility of 
earning profit is limited. 

The second source of increase is the betterment levy 
which is essentially of the nature of a fee. This may also 
gain in importance. But from the experience of other 
States in India and in light of the social and economic 
conditions of this State, it is not expected that by better¬ 
ment levy it will be possible in the next 10 or 15 years 
to recover more than the cost of the improvement. In 
fact, the Planning Commission have suggested that it 
would be a good success if even half the cost of large 
projects of improvement is thus recovered. 


The third source of increase is from what may be called 
agency work on behalf of the community. Already under 
various laws, State Government have power to take up 
work and incur expenditure which is later to be re¬ 
covered from people benefited. This work is done partly 
under Police powers to abate nuisance, but mainly as 
agency work where an unorganised community is un¬ 
able or unwilling to take up a desirable line of improve¬ 
ment. Instances are provision of minor irrigation works 
under the Private Irrigation Act. The number can be ex¬ 
tended to cover services such as organising schools, 
water-supply and so on, The recoveries on account of 
such agency work may 'in the gross be considerable, but, 
apart from the necessary administrative charges for 
undertaking the agency work, the recovery is limited 
to the cost of the work done. In net, therefore, this will 
not be an important source of revenue to the State. 

The development of commercial undertakings and 
enforcement of betterment levy and pursuit of agency 
work, however, will be important lines through which 
the State can direct investment into useful channels and 
these will occupy an important place in the financial 
administration of the State. 

Question No. 8. 

As a general rule recepits from particular taxes should 
not be earmarked for specific purposes. In border line 
cases between prices and taxes, however, a particular 
section of the community such as users of motor vehicles 
may be taxed and the proceeds set apart for the repair 
and construction of roads from which the users of motor 
vehicles mainly derive an advantage. 

Question No. 9* 

Special purposes may be either to organise better 
marketing of a commodity or to carry on researches for 
improvement of the industry concerned. There may also 
be regulatory purposes such as to encourage or discourage 
production and consumption of certain commodities. 
Apparently mere earning of revenue is not under 
consideration. 

So far as regulatory purposes are concerned, the State 
Government are of the opinion that cess is not a suitable 
instrument for the purpose. Cess is only a form of 
consumption taxes such as purchase tax, sales tax, cus¬ 
toms, excise, etc,, all of which are operated mainly for 
earning revenue. The State Government are however of 
the opinion that when an industry is not properly orga¬ 
nised, such as agriculture, Government may levy a cess 
on the output or on the sale of the product or on an im¬ 
portant raw material of the industry and cause the pro¬ 
ceeds of the cess to be utilised to promote the interest of 
the industry such as to organise better marketing of the 
products and so on. In exceptional cases, cess may also 
be levied for the purpose of fostering research in rela¬ 
tion to the particular industry although research is 
generally subsidised by the State. 

Question No. 10. 

Except in a completely socialist economy, State owner¬ 
ship and nationalisation of industrial and commercial 
undertakings are generally undertaken for objects other 
than of raising a revenue for the State, Such objects may 
be the supply of an un-adulterated essential article, such 
as milk, at a reasonable, if not subsidised price, or the 
provision of a cheap and efficient service resulting from 
the uniform operation of an industry on a very large 
scale which may be beyond the capacity of private enter¬ 
prise to undertake, such as the postal and railway 
services, or the setting up of certain key industries which, 
it is intended, should operate in public interest, such as 
docks, harbours, munition factories, steel or fertiliser 
industry, or where as in the case of forests the invest¬ 
ment has to be made a long time before the returns begin 
to come in so that private capital would not be forth¬ 
coming in sufficient quantities for such industry, etc. The 
State enterprises, however, generally operate as mono¬ 
polies ; and the revenue which such enterprises bring 
may be easily made to contain an element of taxation 
which may or may not be justified. Where there is no 
justification' for the special taxation of persons consum¬ 
ing the products or services of monopolised State enter¬ 
prises, state enterprises should run on no profit no loss 
basis, ensuring only a reasonable return on the capital 
invested. An extension of State undertakings mainly for 
earning a revenue for the State is hardly justified. 

Question No. 11* 

Net surplus earned by State undertakings should in the 
undeveloped economy of our country, be utilised mainly 
for financing capital projects and not for day to day 
expenditure. Whether the surplus should be re-invested 
in the particular undertaking, where it has accrued or 
whether it should be pooled into a fund for financing 
projects of development generally should be decided on 
the merits of each case. Where the surplus has accrued 
in an undertaking whose expansion, in the national 
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interest, is considered essential it may be retained in 
the undertaking itself for its own development. Where 
the surplus has accrued in an undertaking whose own 
development is not particularly essential, it should be 
pooled into a fund which can be drawn upon for financ¬ 
ing other long-term projects of development. 

Question No. 12. 

This question is sowewhat vague. If we accept the 
principle that everybody should pay taxes according to 
his ability to do so, the question resolves itself to whether 
ability to pay taxes depends on income, occupation, 
residence, or a combination of. all these factors. There 
can be no gainsaying the fact that ability to pay taxes 
is largely, if not wholly, conditioned by the income one 
earns, although it is not easy to determine the quanti¬ 
tative relationship between the increase of income and 
the increase in the ability to pay taxes. Since 
in our country almost everyone has a family 
and since every member of the family does not 
earn a money income, some account should, as 
far as possible, be taken of the size of one’s family in 
judging one’s ability, with a certain money d income, to 
pay taxes. Again, as incomes in different occupations are 
subject to varying degrees of fluctuations over time, an 
equality of income (and therefore equality of ability to 
pay taxes), say over a lifetime or even over 10 or 15 
years, may not be inconsistent with very considerable 
inequality of incomes over short periods, say a week, 
a month or even a year. Since, however, it is the universal 
practice to base taxation (particularly direct taxes) on 
one’s annual income, and the principle of progression is 
applied in determining tax rates, it becomes necessary 
to take some account of the fluctuations as well as the 
size of one’s annual income in judging one’s ability to 


pay taxes. A somewhat rough and ready way of doing 
it, would be to tax at a somewhat lower rate incomes 
from occupations which are known to be risky, such as 
the income of stock exchange speculators, commission 
agents, lawyers, private medical practitioners, etc. 
Account is taken of this fact in our income tax structure 
by taxing earned income at a somewhat lower rate 
than unearned income ; but perhaps there is some scope 
for further extension of this principle. Perhaps rural 
incomes, as a whole, depending more on the caprice of 
nature, than urban income, are somewhat more uncertain 
than most urban incomes. It would be perhaps better 
to differentiate between occupations in determining tax 
policy than differentiate between rural and urban 
residence, as the former will have largely taken account 
of the considerations on which the latter is based. 

Question No. 13. 

A rough iclea of the equity of the distribution of tax 
burdens among the different States of India can be 
gathered from the estimates of the taxation per head 
of the population in the different States of India together 
with the estimates of the national income per head of 
the population in the same States. Equity demands that 
taxation should be based on income which is the approxi¬ 
mate measure of the ability to shoulder the tax burden. 
The table given below shows the per capita incidence of 
taxes imposed by the States together with the States' 
share of the income tax for the year 1950-51 as also the 
per capita national income of the States as computed by 
Mr, Natarajan for the year 1945-50. If the other Central 
taxes, such as Customs, Central excises, etc., are taken 
into account and apportioned on the basis of population 
the per capita taxation in each State will have to be 
raised by Rs. 6 * 6 . 
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The above table shows that compared to national 
income the level of taxation is comparatively low in 
Madhya Pradesh, Orissa and Uttar Pradesh and high 
in West Bengal. It must, however, be understood that 

the estimate of national income is subject to 
able amount of error. 

As regards Local Taxation, the incidence 
per head in 1946-47 was as follows ; — 

a consider- 

of taxation 
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In the absence of data relating to the average income 
of persons living within the municipal areas, it is not 
possible to examine the equity of distribution of 
municipal tax burdens as between the different States. 
It has been computed that the income per head of the 
urban population in Uttar Pradesh in 1950-51 was 
2-6 times the income per head of the rural population. 
But assuming that rural income per head in each State 
is roughly proportional to the national income per head, 
we find that the incidence of District Board taxation 
was comparatively low in Bombay and Orissa and com¬ 
paratively high in Bihar. 

As regards the question whether the burden of taxa¬ 
tion is distributed fairly among the various classes of 
people, no opinion can be hazarded in the absence of 
data showing the tax burden borne by people in different 
income brackets. The Indian Chamber of Commerce, 
Calcutta, computed that in 1949-50 the upper and middle 
class people with incomes exceeding Rs. 2.000 per year 
and forming 12*4 per cent of the population of former 
British Provinces paid 86*3 per cent of the Central and 
State taxes, while the lower classes with incomes up to 
Rs. 2,000 per year and forming 87-6 per cent of the 
population, paid 13*7 per cent of the taxes. The tax 
paid per head amounted to Rs. 134 for the upper and 
middle classes, and Rs. 3 for the lower classes. This 
computation is, however, based on a number of assump¬ 
tions which are little better than shrewd guessworks. 
This is a matter of great importance and it is desirable 
that some ad hoc investigation should be carried out in 
the State to enable them to form some approximate idea 
as to how the tax burden is distributed among the 
different classes of people in the States. It is, however, 
certain that the tax burden on the urban classes has 
increased since the war very much more than the burden 
on the rural classes. Most of the new taxes imposed by 
State Governments, such as Sales Tax, Entertainment 
Tax, Electricity Duty as also the Central Income-Tax 
and much of the Central Excise Duties are borne by the 
urban people, while the main taxes borne by rural people 
are the State Excise Duty, Agricultural Income-Tax and 
the Central Excise Duty on matches and tobacco. Even 
the main impact of the customs duty is borne by the 
urban community. 

Question No. 14. 

Due to wartime and post-war inflation the economic 
position of merchants and traders, cultivators, profes¬ 
sional men and manufacturers has improved, while the 
position of service holders and inactive persons depend¬ 
ing on rent, interest and funds has deteriorated. The 
agricultural and industrial labourers have, on the whole, 
maintained their economic position intact, if not im¬ 
proved it slightly. The incidence of taxation per head in 
the community as a whole increased from 1938 to 1950 
roughly in the proportion of 1 : 3 while prices during 
the same period increased roughly in the proportion of 
1 : 4. The tax burden on the rural community appears 
to have increased much less than on the urban com¬ 
munity. Thus the burden of taxation on the cultivators 
of land appears to have been lightened, while the burden 
on service and fund holders who are mostly inhabitants 
of urban areas* appears to have increased. 

Question No. 15. 

It does not appear that the cost of compliance with 
tax regulation adds materially to the burden of taxation. 

Question No. 16. 

The way t in which the revenues derived by the State 
from taxation are spent has certainly a bearing on the 
question of the burden of taxation. For example, from 
the purely economic point of view, almost the entire 
military expenditure of the State is unproductive 
(burdensome) ; similarly the interest charges on public 
loans incurred for unproductive purposes, such as wars, 
the charges incurred in collecting taxes or the main¬ 
tenance of a numerous body of Government employees 
with insufficient work to keep them fully employed, are 
also burdensome expenditure. On the other hand, 
expenditure on productive purposes, such as public 
health, education, agricultural development, road build¬ 
ing, etc., lightens the burden of taxation on the com¬ 
munity either by increasing the national income, or 
by reducing or avoiding the cost of goods and services 
on which the tax-payers have to spend a part of their 
income. Fortunately, for us a large part of our public 
debt has been incurred for productive purposes. Our 
military 1 expenditure, however, continues to be high. Our 
defence services in 1950-51 accounted for nearly half of 
the total expenditure out of current revenues of the 
Central Government. The cost of collection of taxes 
formed 3.6 per cent of the expenditure of the Central 
Government and 8-5 per cent of the expenditure of the 
States, while the cost of administrative services formed 
14 per cent and 26 per cent respectively of the expendi¬ 
tures of Central and State Governments. The higher 


the proportion which the onerous expenditure forms Of 
the total expenditure, the heavier the real burden which 
the community has to bear corresponding to a certain 
level of taxation. 

The burden of taxation, however, has a meaning in 
relation to individuals or classes and not so much to the 
country as a whole. It has been pointed out that incidence 
of tax on individuals or classes cannot be calculated 
from the available data. The benefits accrued in the 
expenditure of public funds, however, are general in 
operation. Therefore, it can be said that the tax burden 
on the richer tax paying individuals and classes is not. 
materially mitigated by public expenditure. 

Question No. 17. 

Adequate materials are not available to answer this 
question. 

Question No. 18. 

The conservative method of financing the development 
programme would be to meet out of borrowing the cost 
of projects which are expected to be directly productive 
(t.c., bring in money return which would meet interest 
charges) such as irrigation and power projects, industrial 
undertakings, schemes for the'expansion of transport and 
communications, etc,, while the cost of schemes which 
are only indirectly productive, such as schemes of agri¬ 
cultural and community development, social services and 
rehabilitation should be met out of the current revenues. 
It may not, however, be found feasible to conform strictly 
to the above standard. There are limits to the amount 
which may be raised either by borrowing or by taxation. 
Internal borrowing is conditioned by a surplus of income 
over consumption expenditure, and external borrowing 
by the willingness of foreign countries to lend us funds 
at reasonable rates of interest. Unless the borrowing 
(internal) is forced, Government has less power to in¬ 
fluence it than it has in the case of taxation where the 
coercive element is more predominant. But even assum¬ 
ing that tax revenue is more flexible than loans, too 
heavy a burden of taxation may discourage effort and 
reduce savings on which at least the private sector of 
industry has to depend for the expansion programme 
allotted to it under the Five-Year Plan. Moreover, the 
present generation may grumble if it is taxed too much 
for the benefit of posterity. If loans and taxation do not 
suffice to raise the finance required for our development 
programme, there is the third alternative of deficit 
financing for meeting the gap. There is a provision in 
the Five-Year Plan for deficit financing to the tune 
of Rs. 290 crores, if the full amount of tax revenue and 
borrowing programme provided for actually materialises. 
If not, the extent of deficit financing which may have 
to be taken recourse to may be easily doubled or even 
trebled. Deficit financing, however, is only a form of 
concealed taxation and the burden that it imposes on 
the community is very inequitable. Further, deficit 
financing is inflationary in its effects and further infla¬ 
tion in India is not only likely to raise the cost of exe¬ 
cution of the development projects (as it has done in 
the case of Sindri Fertiliser Factory and the D. V. C. 
project) but to interfere with the borrowing programme 
of the Government as further inflation may reduce tne 
willingness of the people, if not their ability to invest 
in Government loans when the capital value of the 
sum lent loses a part of its purchasing power. 

On the whole, the major part of the cost of develop¬ 
ment will have, in our underdeveloped economy, to be- 
found from taxation and not from borrowing as voluntary 
savings within the country cannot be large when the 
bulk of the population is hardly above the subsistence 
level and when raising resources by loan abroad is not 
entirely within our control. 

Question No. 19. 

Of the five methods suggested for maximising re¬ 
sources, the first place should be given to (t>) namely 
prevention of tax avoidance and tax evasion. Strict pur¬ 
suit of this, while it may mean some additional cost, will 
certainly bring high dividends. Leakage in the payment 
of income-tax and sales tax is a common knowledge. Thus 
the income-tax revenue could be easily doubled and sales 
tax revenue considerably augmented. 

Second in importance would be (e) namely, the 
development of non-tax revenue. In fact, the largest 
part of development work which could be financed by 
loan should be recovered by betterment levies or as 
agency charges from the community benefited. Works 
of local benefits are grasped immediately and payment 
by the beneficiaries proves easier than payment of taxes 
of remote significance. Economy and rationalisation in 
expenditure (a) could perhaps be placed third. Economy 
and rationalisation is always desirble and should be 
constantly fostered. In Bihar recently large economies 
in the cost of administration have been made. But the 
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public expenditure in Bihar, on both social and security 
services, is the lowest per capita in India and economy 
cannot be carried far without injuring efficiency.. 
Higher rates of existing taxes (e) do not appear to be 
very feasible or effective for securing resources. Rates of 
taxes in Bihar during the last five years have been 
greatly advanced and now, it is felt, the Government is 
coming up against the basic limiting factor, namely, the 
low per capita income of the people which leaves little 
surplus for the public exchequer. There are not many 
or important fresh taxes ( d) available under the Consti¬ 
tution and this should be the least important sources to 
be drawn upon for development. 

Question No. 20. 

For ensuring a harmonious development of both the 
public and private sectors the Finance Minister while 
floating loans and imposing taxes to raise funds for 
investment in the public sector must avoid draining the 
capital market dry making it difficult for the private 
sector to float its shares and debentures. Since a large 
part of the saving of the community is institutional or 
corporate saving, it may be necessary for the develop¬ 
ment of the private sector to grant some income tax 
rebate on profits which are not distributed to share¬ 
holders but ploughed back into industry. New ventures, 
which have a reasonable prospect of thriving, are already 
being encouraged by the levy of protective duties, import 
quotas, etc. 

Question No, 21, 

See reply to question no. 20. 

Question No, 22, 

Sufficient data are not available to judge whether the 
rate of private capital formation has been lower during 
the last few years than before the war. Moreover, inter¬ 
pretation of such statistics as are available is made 
difficult by the division of the country in 1947-48 as also 
the accession of the Princely States. In interpreting the 
figures, it should be remembered that prices in 1950 
were roughly four times as high as in 1939. Some figures 
indicating the growth of savings and investments are 
given below for what they are worth. There are no data 
on which any conclusion can be based as to the shifts, 


if any. 

, in the sources of capital formation in recent 

years. 





Paid up capital 

Deposits other Investments 


and reserve 

than those of 

(Rs. lakhs) 


(Rs. lakhs) 

Government 




and Banks 



Reserve 

Bank 




(Rs, lakhs) 


1940 

10,00 

146 

7.7o 

1950 

. . 10,00 

63,38 

97,05 


Imperial Bank 


1940 

n, 25 

96,03 

48,57 

1950 

n,95 

2 , 31,37 

1 , 21,56 


Exchange 

Banks 


1940 

. 

85,33 


1950 


1 , 72,00 

47,36 


Indian Joint Stock (Scheduled and non-Scheduled) 

Banks . 


paid up capital Deposits other than 

Investments 


and reserve those of governments 



(Rs. lakhs) and Banks (Rs. lakhs) 

(Rs. lakhs) 

1940 

18,55 

1 , 30,60 

47>97 

1950 

. . 64,80 

5 , 96,65 

2 , 68,78 


Co-operative Bank 

Deposits and 
loans held 

(Rs. lakhs) 

1939-40 . . 5,48 22.94 

1949-50 • • 9.99 64.35 

Joint Stock Companies registered in the nine former Provinces and Ajmer- 
Merwara , Coorg and Delhi , also Mysore , Baroda , Madhya Bharat, 
Travancore-Cochin and Hyderabad . 

Paid up Capital 
(Rs, lakhs) 

1939-40 .3.03,68 

1948-49 .6,29,26 


Co-operative Societies 

Share capital Deposits by 
and Reserves members 

(Rs. lakhs) (Rs. lakhs) 

1940-41 .... 46,94 10,52 

1949-50 . . * 56,38 1 , 02,67 

Life Insurance Companies 

Paid up Capital Life Insurance Other Insurance 
Funds Funds 

(Rs. lakhs) (Rs. lakhs) (Rs. lakhs) 


1 94 ° . * 62,43 2 t oi 

1949 ■ • 9>s 8 L73,i9 6,71 

Postal Life Insurance 

Premium realised 
(Rs. lakhs) 

I 94°‘4 I . 63 

I949-50 . . 73 


Post Office Savings Bank 
Balance of deposit’s outstanding (Rs. lakhs) 

I 94°“4 I . 5935° 

1 949-50 1167,19 

State Provident 
and Allied 
Funds 
(Rs. lakhs) 

i9'39-4o. 9 9? 53 

1946-47.1,29,65 

Question No. 23. 

Middle income group is a somewhat vague expression. 
A recent random survey of the family budgets of middle 
class families with income of Rs. 100 and more per month 
in the city of Madras revealed that 61 per cent of the 
families lived beyond their means and only 31 per cent 
could make some saving out of their income. It was 
also found that the average expenditure per family 
exceeded the average income in the case of families with 
incomes up to Rs, 400 per month and income exceeded 
expenditure in the case of families with incomes higher 
than Rs. 400 per month. Thus if the middle income group 
covers persons with incomes between Rs. 100 and Rs, 400 
per month, it is very likely that any tax relief which 
may be given to them would be either absorbed in main¬ 
taining existing consumption and avoidance of debt or in 
slightly increasing consumption but if by middle income 
group is meant persons with incomes ranging between 
Rs. 400 and (say) Rs. 700 per month, any tax relief is 
likely to lead to increased saving. 

Question No. 24. 

The Planning Commission assumes that with an in¬ 
crease of national income (at 1948-49 prices) from Rs. 
252 per head in 1950-51 to Rs. 266 per head in 1955-56 
the domestic savings will go up from 5 per cent of the 
national income in 195U-51 to 6*75 per cent, of the natio¬ 
nal income in 1955-56, or in other word_s, from Rs. 12-5 
per head in 1950-51 to Rs. 18 per head in 1955-56. The 
Commission thinks that much of this increased saving 
will accrue in the public sector and from the undistri¬ 
buted profits of corporate and incorporate enterprises. 
According to the Commission’s estimate only 30 per cent 
of domestic savings in 1950-51 came from saving in the 
’public sector and savings of corporate enterprises. Thus 
the major portion of the additional savings envisaged for 
1955-56 will have to come from unincorporate enter¬ 
prises and personal savings. It is thus expected that with 
an increase in per capita national income of 6 per cent, 
the personal savings of individuals per head will go up 
by one-third (or 35 per cent). In the case of low income 
groups, it is very unlikely that an increase of per capita 
income of the magnitude envisaged, would induce such 
people to make a saving of one-third of their additional 
income. But in the case of higher income groups the sav¬ 
ing is likely to materialise and can be encouraged by the 
grafit of income-tax rebates on small savings, such as 
contributions to provident fund, life insurance premium, 
savings bank deposits, purchase of cash certificates, etc. 

Question No, 25. 

Apart from voluntary savings by inducing small sav¬ 
ings and so on through the fiscal measures mentioned in 
reply to question No. 24, it is considered that regulation 
of consumption standard by rationing or otherwise would 
be undesirable. The consumption standard is already too 
low and the first fruits of the Five-Year Plan should be 
to let people enjoy a somewhat ampler standard of 
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Consumption. The development of irrigation power and 
industries should be mainly by loan capital for which 
investment from abroad either by loans or as share 
capital can be encouraged. If any resources have to be 
raised at the cost of the consumption standard of the 
people, this may be in the earlier stages only by indirect 
taxes. The levies of direct taxes, such as the State duty 
may, in fact, affect the incentive to save ; nor can it be 
said that wealth in private hands are not available for 
development, particularly in the private sector. 

Question No. 26. 

The tax policy has certainly an effect on enterprise 
or on production but it is not easy to assess how far tax 
policy can help to promote the efficiency of the produc¬ 
tive system. Broadly, the object should be to produce 
goods or services at right places in right quantities at the 
right cost apd by the right technique. It is difficult to 
isolate the effect of tax policy on any of these factors. 
There are numerous other factors including deliberate 
planning which have their own effects. In this state 
of vagueness it is not possible to say precisely whether 
multiplicity of taxes in India in respect of the same 
commodities and their lack of uniformity from State to 
State affects the allocation of resources in the com¬ 
munity and hence efficiency of the economy and to what 
extent. Multiplicity of taxes is somewhat inherent in 
the system wherein a number of authorities have to 
compete for finding funds to discharge their own responsi¬ 
bilities. The State Government do' not think that the 
pattern of production or its efficiency has been affected 
because of the multiplicity of the taxation or because 
of the lack of uniformity. Since the trend is towards 
further decentralisation in functions the multiplicity is 
likely to grow rather than be reduced. Attempt at ra¬ 
tionalisation should be confined therefore to only a few 
taxes of wide scope. So far the only tax seriously in 
controversy is the Sales Tax, particularly the multi-point 
sales tax. Uniformity is being attempted in Sales Tax 
by law as well as by convention and it seems further 
measure of uniformity is not essential. Levies of other 
taxes on the same commodity by different authorities do 
not appear to have distorted production. Some degree of 
rationalisation may, however, be considered in certain 
cases. Thus Agricultural Income-tax should be somehow 
brought into relation with the general income-tax. Estate 
duty should be assessed and collected centrally. There 
may be some simplification of octrois, etc., so as not to 
hinder movement of goods unduly. Detailed suggestions 
have been made elsewhere in the Memoranda I and IV. 

Question No. 27. 

The proper way to enforce the order of priorities in the 
development programme of the private sector would be 
through control of the issue of capital exercised by the 
Government of India. The tax system can help only 
very little by the granting of rebates or by lower rates 
of duty mainly in the matter of income-tax. 

Question No. 28. 

Tax policy can be made to exercise a fairly consider¬ 
able influence on the economic development of a country 
in one or other of the following ways : — 

(a) In a period of inflation, a disinflationary effect can 
be exercised by providing for a surplus budget and lock¬ 
ing up the surplus funds thus withdrawn from the public 
and reducing the overall demand for goods and services. 
Again, in war time, by a policy of higher taxation pur¬ 
chasing power may be withdrawn from the public, reduc¬ 
ing its demand for consumption goods and spending the 
tax proceeds in the purchase of war materials and there¬ 
by creating new war industries. In normal times, how¬ 
ever, tax policy is more effective in diverting demands 
from one direction to another than in influencing over¬ 
all demand. 


income-tax, electricity duty, sales tax, etc,, may succeed 
in inducing investment in cottage industries. But the cost 
borne by the community must be carefully considered. 
Thus according to the. National Sample Survey, it was 
found that the expenditure by house-holders in rural 
areas on mill-made cotton cloth was more than three 
times as much as on handloom and khaddar cloth, 
A cess on mill-made cloth will thus raise the price of 
cloth for 75 per cent of the rural house-holders in India. 
Moreover, as handloom cloth is largely used in South 
India, it would also raise the question of the equity of 
taxing the consumers of mill-made cloth throughout India 
mainly for the benefit of South Indian weavers. 

(d) Tax policy' may be used to reduce to some extent 
the inequalities of income, A reduction in the inequality 
of income will reduce the demand for luxury goods such 
as expensive motor cars and increase the demands for 
necessaries, such as cycles, shoes, milk, clothing, etc. 
The changes in the demands will require adjustments 
in investments also. But a reduction of inequality by 
the heavy taxation of higher incomes, is likely to reduce 
the savings of the community and may also have some 
adverse effect on initiative and effort. 

(e) Lastly, Government may itself develop some indus¬ 
tries by investing its own capital which it may raise 
either by borrowing or by taxation. It may also create 
conditions favourable for the economic development of 
the country by providing facilities for transport and 
communication with the help of funds raised by taxation. 

Question No. 29. 

The effects of monetary policy are of a general nature 
affecting all industries, while the effects of tax policy 
generally have special significance on particular indus¬ 
tries. Monetary policy by maintaining a suitable price 
level in the country in relation to the rest of the world, 
may attempt to safeguard its industries from the impact 
of international events, It may also by suitable devices 
attempt to moderate the influence of booms and depres¬ 
sions, or the effects of unwholesome influences of stock 
exchange speculation. It is, however, not a suitable 
instrument for encouraging or discouraging the growth 
of particular industries. The policy of direct control of 
industries, as by controlling the capital issue market, or 
by measures like Cloth Control Order is more effective 
for planned economic development than even tax policy, 
but it is also fraught with very serious consequences ; 
and unless the Government has a very efficient and 
honest civil service who are well conversant with the 
working of the industrial structure, direct control while 
failing to achieve its purpose may do great harm to 
industry. 

Question No. 30. 

There is no doubt that the Indian tax system docs to 
some extent reduce the inequalities of income and wealth 
and its effects would be greater if tax evasions could 
be stopped. Our income-tax rate is more progressive than 
in many other countries and our indirect taxes are 
calculated to tax more heavily the consumers of luxury 
goods, such as motor cars, foreign wines, fine cloth, 
electricity, etc. Our Sales Tax also besides having higher 
rates for luxury articles, such as motor parts, radio sets, 
refrigerators, paints and varnishes, etc., has an ad 
valorevi basis. The Estate Duty, when introduced, will 
have further effect in reducing inequalities of wealth. 
But it is also true that some of our indirect taxes such 
as land tax, tax on matches .and tobacco, cloth, intoxi¬ 
cants, are regressive in their effects; and in the absence 
of complete data regarding the incidence of taxation on 
different income groups, it is not possible to say that in 
all income categories our tax system has the effect of 
reducing inequalities of income. 

Question No. 31. 


(b) It is also possible to reduce consumption of certain 
classes of goods, such as, tobacco, motor cars, etc by 
taxing such articles heavily. This will automatically 
reduce investments in these fields, and it is also possible 
to keep out unessential investments by exercising control 
over the capital market. If the policy is successful the 
tax revenue is reduced ; and unless the State is in a 
position to bear such reduction of tax revenue this 
policy cannot be carried very far. 


(?) JJie power of the State to induce investments i 
desirable directions by tax policy is more limited tha 
its power to discourage investment. It can, however d 
something m this direction in suitable eases by keepin 
out or regulating competitive imports from foreign cour 
tries by means of protective duties and quotas ; or b 
granting rebates and tax concessions, mainly in th 
matter of income-tax. To take the case of the develor 
ment of cottage industries in India, an imposition of ces 
on the production of competitive mill products c 
subsidising the sale of the products of cottage Industrie- 
or exempting such industries from the payments c 


An answer to this question would depend on a know¬ 
ledge of the incidence of taxation on different income 
brackets. It is necessary to have thorough examination 
of the incidence of indirect taxes with a view to find out 
what modifications can be made to attain, a greater 
degree of economic equality consistent with the main¬ 
tenance of the incentive to save and produce. Generally 
however it can be said that in a poor country like India, 
although we must reduce the glaring inequalities that 
exist, _ more emphasis should be paid to maintaining 
conditions which are conducive to saving and exertion 
with a view to increase the national income. 

Question No. 32. 

In a welfare State a large proportion of the revenues 
of the State is spent on ensuring a minimum standard 
of existence for the economically handicapped classes. In 
India, too, since the attainment of independence an 
increasing proportion of bur revenues is being spent for 
development purposes the benefits of which accrue large¬ 
ly to the low income groups and has the effect of supple¬ 
menting the amenities available to them. Thus, excluding 
expenditure on Irrigation, Parts A and B State spent 
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on Social Services in 1950-51, 30 per cent of their total 
expenditure. No doubt there are still important gaps in 
our Social Services. Thus wo do not yet provide for 
unemployment benefits or old age pensions. The object 
of public expenditure on Social Services is to push up 
the real income of the poorer section just as one of the 
main objects of taxation is to curtail the surplus income 
of the rich. The two steps are not only complementary; 
but a greater measure of expenditure on social services 
becomes possible only by making even increasing tax 
demands on the surplus income and wealth of the rich. 
Since, however, not all the tax revenue is spent on social 
services, the effect of the tax system in reducing 
inequality of income would appear to be greater than 
that of expenditure on social services. 

Question No. 33. 

The tax policy to be followed with regard to foreign 
capital invested or to be invested in India is that the 
tax rate should not be materially higher than in countries 
which compete with India for securing such foreign 
capital; and that double taxation as between the country 
of origin and country of investment should be reduced 
to a minimum by international agreements. 

Question No. 34. 

Estate Duty is going to be introduced shortly and 
succession duty, if not combined with the Estate Duty, 
may wait for the present. A terminal tax on passengers 
arriving at places of religious pilgrimage or at popular 
health resorts on the hills or sea-side would appear to 
be justified on the ground that local authorities are put 
to considerable expenditure on their account . without 
being able to charge them for the services provided. 
Taxes on railway fares and freights -would not be justi¬ 
fied. These already contain an element of taxation. 
Moreover, taxes on freights would be inflationary in 
their effects. Too heavy a taxation on stock 
exchange transactions may discourage capital invest¬ 
ment in the private sector although taxation of 
transactions on the future market may produce less harm¬ 
ful consequences inasmuch as future markets have less 
social utility than stock exchange markets. A tax on 
newspaper advertisement would also appear to be justi¬ 
fied although there is some risk that unless competitive 
methods of advertisement are also taxed, the newspapers 
may lose part of their income from advertisements and 
may even have in some cases to put up the price of 
newspapers. This risk, however, does not seem to be 
great, if only a. moderate tax on newspaper advertise¬ 
ment is levied. The total effect of these measures, how¬ 
ever, is not likely to be large. 

Question No. 35. 

When India is badly in need of capital for her econo¬ 
mic development, a tax on capital would discuorage 
rather than encourage capital formation. Moreover, with 
the Estate Duty coming, further taxation on capital 
would be harmful. 

The old salt tax could, if sentiments were ignored, be 
reintroduced for it is a very convenient way of making 
the rural classes who pay very little taxes, contribute 
their proper share to the revenues of the State. There 
should be no objection on principle to the reintroduction 
of this tax since we have now taken to imposing sales 
tax even on foodgrains. The excise duty on kerosene and 
iron and steel is producing very little revenue, while the 
salt tax was bringing Rs. 9 crores of revenue when it 
was abolished. There is little possibility of having a sur¬ 
charge on land revenue in this State. If land revenue is 
low, this can be considered as a factor in assessing agri¬ 
cultural income-tax. Yield from Land Revenue will go 
up by abolition of Zamindaris. Betterment levies can be 
used in urban areas although its scope is very much 
limited. In rural areas it will be feasible to impose better¬ 
ment levies where agricultural lands improve due to 
construction of irrigation works or flood control measures. 
Agricultural Income-tax has now been imposed in most 
States and the few that have not done so yet, may be 
encouraged to impose it. A few countries, such as New 
Zealand, impose social security taxes. Due to the peculiar 
structure of social life in India based on the joint family 
system and almost universal dependence on land, as 
also owing to the prevalence of certain social customs, 
there was little need for social security measures by 
the State. But the old order of life is fast disintegrating 
and the time is not very distant when the State will have 
to provide for social security and the imposition of this 
tax cannot be avoided. We have already made a begin¬ 
ning with sickness insurance and provident fund schemes 
for industrial workers operating on a contributory basis. 
In our undeveloped economy it is very difficult to find 
alternative sources of taxation to make good the loss of 
revenue which would result from prohibition. After our 
economy has developed, perhaps we may be able to do 
without the excise revenue. 


Question No. 36. 

Here we may distinguish between urban and rural 
areas. In the urban area when a slum area is cleared or 
a road is opened out or a public park is constructed, the 
adjoining properties improve in value due to develop¬ 
ment projects undertaken at public cost; and it appears 
equitable that the owners of property the value of which 
has increased for no effort on the part of the owners, 
should be called upon to contribute to the public ex¬ 
chequer a part of this unearned increment. Theoretically 
the objection against the taxation of this unearned 
increment is that as it is a taxation of capital value, 
the owner reaps the advantage of the increase in value 
only when he comes to sell the property. No doubt the 
annual rental value of the property increases pari passu, 
but the local authorities take a part of this increased 
rental value by putting up the municipal taxes on such 
property. Moreover, it may be urged that if unearned 
increment is taxed by the State, unearned decrement, 
as when a liquor shop, T.B. Clinic or leper asylum is 
opened in a locality, or an important public work, such 
as a railway workshop, or Government establishments, 
such as law courts, military command headquarters, are 
shifted from one locality to another, should also be 
compensated. In spite of the theoretical objections, how¬ 
ever, it may be feasible in the urban areas to collect 
a part of the unearned increment by way of taxation. 
In taxing unearned increment, however, care should 
be exercised to tax increased value which is due to 
special activities undertaken by the State. Increase in 
the value of property which is the result of general price 
inflation should not come under taxation. The taxation 
of unearned increment in urban areas is not, however, 
likely to bring much revenue to the State, 

In the rural areas, however, with the starting of 
development projects the value of land is likely to 
increase substantially. The establishment of a Chittaran- 
jan workshop or a Sindri Fertiliser Factory or a Rokaro 
Thermal Station or a new State capital site as at 
Bhubaneshwar, causes a considerable increase in the 
value of adjoining land. Where such lands are sold or 
leased for a consideration, it may be possible to recover 
a part of the increase in value by*a higher duty on 
transfer. Similarly, if the Kosi Scheme materialises, the 
value of lands now inundated annually by the Kosi floods 
will appreciably increase in value and the value will 
be linked to increased production. Such appreciation in 
value can be taxed to fetch substantial amounts to the 
public coffer. It may be urged that the income of our 
rural classes is mainly reckoned in grains and much of 
it is never converted into cash. They may, therefore, 
find difficulty in paying the special levy in cash. Perhaps 
this is not a very important objection and suitable 
methods can be devised to make the recovery easy. Both 
in case of rural or urban lands the main point is to see 
that levy should be made if income increases or the 
capital value is realised in cash by sale or transfer for 
a consideration. In towns particularly if the value of 
lands and buildings go up but the owners who also 
reside in them get no cash return, imposition of better¬ 
ment levy may be a real hardship. 

Question No. 31. 

If something could be done to stop leakages of revenue 
arising from evasions of payment of income-tax (both 
general and agricultural), sales tax, etc., there would 
be substantial increase of revenues. An integration of 
the general and’ agricultural income-tax (as far as it is 
feasible under the Constitution of India) would in the 
case of most assessees who are already subject to both 
the taxes, increase the rate at which their income is 
assessable and bring others whose income is now below 
the taxable limit, within the pale of taxation. 

Question No. 38. 

Apart from the Estate duty, the salt tax and a terminal 
tax on passengers travelling by rail to places of pilgri¬ 
mage, health resort, etc., there is nothing much to 
suggest. 

Question No. 39. 

There is nothing to suggest. It should be, however, 
noted that in imposing surcharges, care should be taken 
to see that the balance of taxation as between different 
sections of the community is not unduly disturbed. 

Question No. 40. 

As inflation is mainly the outcome of Government 
finance, the tax policy of the State, may be used to a 
large extent to control inflation. If the State budgets for 
a surplus and sterilises the surplus revenue, or uses it 
for withdrawing from circulation an equivalent amount 
pf bank notes, it will have deflationary effect on the 
price situation. Similarly, if Government resorts to deficit 
financing, i.e., provides for a deficit budget and meets 
its expenditure by borrowing funds from the Reserve 
Bank, it will result in price inflation, provided the 
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Reserve Bank does not curtail its loans (or credit) to the 
market to a corresponding extent. It may, however, be 
noted that if the uncovered expenditure is incurred for 
development purposes, such as irrigation work, its infla¬ 
tionary effect is moderated and after a short period even 
wiped out when as a result of the development project 
additional products become available for consumption. 
If the deficit in the budget is met out of the cash balance 
of the State, or out of borrowing from the public, it may 
not have inflationary effect. No doubt the credit policy 
of the Central Bank (which is determined in consultation 
with the Government) can do something in controlling 
inflationary or deflationary tendencies; but if the Govern¬ 
ment persists in deficit financing year after year, the 
Central Bank’s policy of credit control will prove in- 
fructuous. Again, if that part of the State expenditure 
which is uncovered by the receipts, is expended by the 
State in purchasing goods, such as equipment and 
machinery from abroad, it may not have inflationary 
effect. A policy of liberalising imports has a deflationary 
effect as a policy of cutting down imports has an infla¬ 
tionary influence. As long as exchange rate remains 
controlled (and is not allowed to vary) the effects of 
international price movements will necessitate rigid 
control over imports and exports. With control over the 
exchange rate and over imports and exports, a certain 
amount of disequilibrium may be allowed to develop 
between internal prices and external prices, or, in other 
words there is some scope for the State to carry out a 
deflationary or inflationary policy. 

Question No. 41. 

We may examine the effect of an increase or decrease 
in the rates of taxes. As far as direct taxes are concerned, 
the taxes are few and are levied on relatively better 
off classes who would be reluctant to give up standards 
of life and not too anxious to change it on account of 
slight variation in their income. Any raising or lowering 
of rates of taxes will not effect their consumption so 
much as their savings, Volume of individual saving is 
small and institutional savings and monetary policy have 
generally larger effects on investment than individual 
saving. Thus the manipulation of direct taxes within 
small limits is not likely to have much effect on inflation 
or deflation. 

Among indirect taxes, any increase in rates of Export 
Duties which are levied only on a very few commodities 
for which demands are relatively inelastic will be a 
burden on the foreign purchaser. The yield of the tax 
may be either sterilised by Government or may be used 
for productive purposes. In either case it will have no 
inflationary effect so long as unemployed resources are 
available, as they are in plenty in our country. In the 
few cases, however, when the foreign demand for our 
goods is elastic, the increased Export Duty will affect 
the domestic production and price level in proportion to 
the elasticity of the demand. Reduction of Export Duty 
may stimulate demand abroad and may be helpful to 
production. Only if Export Duty is unreasonably increas¬ 
ed, however, will it affect production and lead to defla¬ 
tion. 

Sales Tax at the rates prevailing is not likely to have 
any inflationary or deflationary effect. Excise and Import 
Duties, however, by raising the price of. goods and 
services may cause a recession in demand leading to 
deflation. A reduction in Import and Excise Duties on 
the other hand may give a fillip to production. There 
is no danger of this leading to inflation since there is 
plenty of unemployed resources in our country. 

Question No. 42. 

Where inflation or deflation is the outcome of business 
conditions associated with the temporary phases of booms 
and depressions, a judicious use of the tax system may 
counteract to some extent the incipient phases of infla¬ 
tion and deflation. Thus when a business boom with 
rising prices is manifesting itself, the State may damp 
it down by withdrawing purchasing power from the 
community by budgeting for a surplus and sterilising 
the surplus. It may also curtail its expenditure on public 
works, such as construction of roads, buildings, irriga¬ 
tion works, etc. Similarly when a business depression is 
about to set in with prices on the downward trend, 
Government may resort to deficit financing and setting 
up works of public utility, thus releasing more purchas¬ 
ing power. There are, however, evident limitations to the 
carrying out of this policy. In India where Government’s 
financial resources are only about 10 per cent of the 
national income and much of the Government’s income 
and expenditure is rigid and inelastic, there are evident 
limits to the extent to which it can curtail or expand the 
purchasing power of the community, even if it could 
form a plan with promptitude and carry it out with 
vigour. Moreover, in a period of depression when Govern¬ 
ment’s own revenue is falling, the natural tendency for 
Government is to economise in expenditure in order to 
make both ends meet. At such a time to require the 
Government to expand its expenditure would appear a 


little unorthodox. The State Governments who will main¬ 
ly have to carry out this policy, must also have the 
facility to borrow funds required for the purpose. It is 
thus not very easy to increase the inherent capacity of 
the tax system to this end. 

Question No. 43. 

It has been indicated that in India normally only 
about 10 per cent of the national income is manipulated 
by the Government tax policy and both income and 
expenditure are rigid and inelastic. The possibility of 
influencing forces of inflation and deflation will depend 
upon the degree to which it is possible to vary public 
expenditure. Normally the limits of variation are narrow. 
In Bihar particularly the expenditure on social and secu¬ 
rity services is so low that the State Government will not 
think of reducing expenditure if it can be helped in the 
time of depression. Certainly in times of booms when 
prices are rising, public expenditure cannot be possibly 
curtailed. Generally the State Governments have no 
reserves which they can bring into play in the time of 
depression and to which they can add in the time of 
boom. Public expenditure policies have, however, 
a larger effect on forces of inflation and defla¬ 
tion than public tax policy because the effects of 
the public tax policy are felt only in a relatively long 
run while increase or reduction in public expenditure 
sets up a chain of consequences immediately. In the 
last few years when there were serious declines in agri¬ 
cultural production and employment in Bihar owing 
to floods and droughts the post-war reserve fund and 
revenue balances were available to be utilised to push up 
public expenditure which helped employment. There was 
no manipulation of tax to give employment and relief. 

Question No. 44, 

The question appears to be whether in periods of infla¬ 
tion it is desirable and feasible to grant tax relief to 
certain sections of the community who are specially hard 
hit by the rise of prices. In a period of inflation persons 
with fixed incomes, such as service-holders, pensioners, 
fund-holders, etc., suffer most. Although service-holders 
have been granted some dearness allowance, it 
is far from adequate. Industrial and agricultural 
labour have been able on the whole, to safe¬ 
guard their interests. Professional people also are 
generally able to protect their interests. Manufacturers, 
merchants and traders, bankers, etc., are usually able to 
improve their position in times of rising prices. 'Owners 
and cultivators of land also succeed in improving their 
economic position. Relief, therefore, is needed most by 
service-holders, who are mostly urban residents and 
belong to the middle class, The tax burden borne by 
them, specially the burden of indirect taxes, has also 
increased considerably since the pre-war days. Although 
it should not be too difficult to make some changes in the 
rates of direct taxes so as to grant them some relief, the 
lower middle class hardly pays any direct taxes; and it 
is much more difficult to effect such changes in indirect 
taxes as would give them somfc tax relief. The raising 
of the exemption limit for income-tax, and the allowance 
made for earned income and the slab system of assessing 
income-tax have been of some help to them. It would 
mean a further relief to them if some allowance could 
be made in tl^e income-tax for the size of the family 
of the assessee. Among the goods and services consumed 
by the middle class, some relief has been found in the 
fact that the price of railway and bus travel, post cards 
and envelopes, newspapers, electricity, school and college 
fees, salt and kerosene oil, have not risen as much as 
the price of other articles which they consume. On most 
of these they have to pay either the excise duty or the 
sales tax. Even if it is not possible to' reduce the rate 
of sales tax and excise duty on these articles, the rate 
of duty on them should not be raised further. 

In a period of deflation, the position is reversed and 
service and fund holders succeed in improving their 
economic position at the cost of business and professional 
men and agriculturists. Wage-earners and salary- 
receivers, however, suffer at such a time due to un¬ 
employment. Business and professional men who pay 
income-tax automatically get some relief as with fall 
of income the tax payable by them decreases. But it 
would be difficult to approach agriculturists and business¬ 
men who do not pay income tax except through the 
reduction of excise duty on some of the necessaries of 
life Government who are themselves in difficulties in 
such times due to fall of revenue find it difficult to grant 
such relief. 

It would thus seem that tax changes are not likely to 
deal with effects of rising or falling orices on definite 
sectors. The remedy is direct subsidy to the fixed income 
group of the lower middle classes in times of rising 
prices. In times of falling prices subsidies cannot be 
organised to cover employers and workers all of whom 
suffer decline in income. Even the middle class suffers 
by spread of unemployment. No tax changes can how¬ 
ever, be suggested to deal with the ^nHitions of anv 
particular class. * * 



Question No. 45. 

Our price level has been increasing almost continuous¬ 
ly since the outbreak of the war. Even after the war 
had ended, India had got her independence and the 
country had been partitioned, prices continued on their 
upward career as the following table shows : — 

Wholesale price index 
(Year ended August, 1939-100) 


1 947 - 4 8 308 

1948 - 49 37 6 

1949 - 50 . 3 8 5 

I 95 0 _ 5 I . 4 io 

1 95 1 - 52 435 

1952- 53 38i 

July, 1953. 4°8 


For the first time in 12 years the annual price 
level showed a fall in 1952-53, But this ap¬ 
pears to have been a temporary phase and 
prices are on their upward course again. Out of 
the last six budgets of the Indian Union (1948-49 
to 1953-54) four showed overall deficits (taking revenue 
and capital accounts together). The financing of the 
Five-Year Plan leaves an expenditure of Rs. 365 crores 
uncovered while allowing for deficit financing to the 
extent of Rs. 290 crores. The report on the progress of 
the Five-Year Plan during the first two years of its 
operation has indicated that the revenue gap in the 
Plan may amount to Rs, 600 crores. A new feature, not 
anticipated in the Plan, that has made its appearance 
recently, is the increasing volume of unemployment. This 
may have important financial repercussions. It is, there¬ 
fore, apprehended that the price index will have risen 
much higher than at present by the time the First Five- 
Year Plan is completed unless suitable steps are taken 
to control the inflationary forces. The Five-Year Plan 
has provided for an increase in tax revenue of the 
Central and State Governments of Rs. 70—80 crores by 
the end of the Five-Year Plan as a result of the imposi¬ 
tion of new taxes as well as increase in revenue from 
existing taxes, It is doubtful if it will be possible to 
impose still further taxes which will narrow the revenue 
gap of Rs. 600 crores which would exist even after allow¬ 
ing for the additional tax revenue of Rs. 70—80 crores. 
The trend is, therefore, for the inflation to continue and 
even worsen. It may be necessary in the circumstances to 
emphasise the productive parts of the Five-Year Plan, 
namely, Agriculture, Irrigation and Power to others 
which do not have demonstrable effect on production of 
goods and services. 

Question No. 52. 

Definition of “Agricultural Income” may be widened to 
include'- 

(a) income from forests and forest products includ¬ 
ing income from processes of primary extraction 
and preparing for the market such as dressing 
of timber and getting it into sizes; 

(b) income from all orchards and plantations ; 

(c) income derived by usufructuary mortgagees of 
interests in land on the same footing as the 
original cultivator or rent receiver ; 

(d) income of agricultural companies or mortgagees 
in possession of such companies. 

Question No. 53. 

State Government are in favour of integrating agri¬ 
cultural income with non-agricultural income for rate 
purposes. They, however, do not advocate any of the 
three alternatives suggested. Their own scheme is 
indicated in answer to question no. 140 in Memorandum 
IV. The constitutional arrangement will be to take agri¬ 
cultural income also to the Union list, providing at the 
same time that yield attributable to the agricultural 
income tax from any State will be wholly assigned to 
that State. Method of calculating the yield attributable 
to any State will be provided by a separate law in which 
the suggestion in reply to question No. 140 could be 
incorporated. The same law could also authorise the 
State Governments to assess the yield of crops from 
different kinds of lands in different regions, so that assess¬ 
ment could be nearly automatic and agricultural as- 
sesssees will not be submitted to long drawn-out proce¬ 
dure and harassment at the hands of the tax assessing 
authorities. Reply to question no. 141 in this connection 
may also be seen. 

Question No. 54. 

The State Government are not in favour of abolition 
of the distinction between agricultural and non-agricul- 
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teal income* but have no objection to taxation of both 
types of incomes aggregately under the Central Act 
subject to the conditions indicated in answer to ques¬ 
tions nos. 140 and 141 in Memorandum IV. 

Question No. 56. 

The exemption allowed under section 15B of the 
Income-Tax Act, 1922 as amended by the Finance Act, 
195.1 appears to be adequate and reasonable, and no 
modification is proposed. 

Question No. 57* 

(i) Co-operative enterprise in certain directions should 
be fostered, such as, co-operative farming, production and 
marketing of handloom cloth, fishermen’s co-operatives 
and so on. Ordinarily co-operative businesses are not 
likely to be of large dimensions. Profits of co-operatives 
from business with non-members could be legitimately 
taxed. For some years to come profits from members 
should continue to be free from tax. In taxing the busi¬ 
ness profits accruing from non-members the co-operatives 
may be subject to somewhat lighter tax than companies. 
Complete exemption, however, should be granted in case 
of weavers' co-operatives societies and unions and in case 
of marketing of agricultural products through agricul¬ 
tural co-operatives. 

(ii) Income derived by Co-operative Housing Societies 
by way of rent should not be treated as income from 
property assessable to income-tax in case the tenants 
are themselves members of the co-operative. If houses 
owned by the co-operative are let out to non-members, 
the rent should be assessed to income-tax in the usual 
manner. 

(iii) The Government have no suggestions to make. 

Question No. 80. 

Rates of Corporation Tax may be lower in case of 
Cottage Industries. There does not appear to be, however, 
any reason for having different rates for the other types 
of corporate enterprise, namely, small industries, 
private limited companies and holding companies. 

Question No. 101. 

The Estate Duty Bill has already become an Act. Bihar 
Government are contemplating adoption of the Estate 
Dut^y Act for the purpose of Estate Duty in respect of 
agricultural land. The Act is a progressive and equali- 
tarian measure and is welcome. Some comments are, 
however, called for. 

(1) The limit of exemption is perhaps low particular¬ 
ly for agricultural land which in some areas of the 
State are valued at several thousand rupees per acre. 
The limit of rupees 50 thousand is likely to break up 
even small agricultural holdings, rendering them un¬ 
economic. 

(2) As to the desirability of having different rates for 
self-acquired property forming the estate of a deceased 
and inherited property, the State Government's views 
have been given in answer to question no. 102. The Act 
has not made this distinction. 

(3) There could be a provision for receipt of the tax 
in specie. There is an apprehension that valuation of 
properties may be haphazard and unfair. This can be 
partly obviated by giving assessees a choice to part 
with properties according to the valuation made by the 
assessing authorities. So far as Estate Duties and agri¬ 
cultural lands are concerned, there seems to be little 
difficulty in the State managing such property through 
its own revenue and Khas Mahal authority. Even Union 
Government could set up an administration for manage¬ 
ment of public properties. Option to pay Estate Duty in 
species is also likely to overcome many hardships which 
may be occasioned by the difficulty of selling properties 
in order to pay the duty. 

(4) In case of properties exceeding certain values, it 

might have been possible to introduce the progressive 
principle of Professor Rignano so that large inherited 
properties could be more progressively liquidated. It 
would, however, be necessary to fix the limit at/a reason¬ 
ably high level above which the Rignano principle of 
progression could apply. ^ 

(5) Evasion of Estate Duty is chiefly through gifts inter 
vivos . The Act has tried to anticipate evasion by gifts 
made within a short period before death. This does not 
go far enough. Perhaps the remedy is to levy a transfer 
tax on gifts made during life-time. This could have 
been explored. 

(6) Aggregation of property and rates of duty might 
have proceeded on the lines suggested in reply to ques¬ 
tion no, 140 where aggregation of agricultural income- 
tax with general income-tax raising similar problems 
has been examined. It is necessary, in respect of States 
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opting for Estate Duty Act to apply to agricultural 
properties, to have all properties valued together and 
exemption allowed only on this total. The yield attribut¬ 
able to agricultural property could be in the ratio of the 
value of the agricultural property to that of non-agricul- 
turaJ. property. 

Question No. 102. 

It is necessary to have different rates of levy on self- 
acquired property forming the estate of a deceased and 
property inherited by him. A person is more interested 
in his near progenies than in the more remote successors. 
For the near progenies he feels a personal responsibility 
and he would like to exert himself to earn and to save 
to build up a heritage for them. For distant progenies he 
has no such immediate interest. The knowledge of the 
deceased that any property acquired by him in his life¬ 
time would pass on to his successors with the least 
diminution would give him an incentive to work and 
save. Working and saving is, however, not relevant to the 
carrying on merely of an inherited property. 

Question No. 136. 

There does not appear to be a case for vesting in the 
administration the power to alter, by executive order, 
the rates of import duties and excise duties. These are 
fixed on long-term considerations of production in the 
country. Besides the interval between the Annual Finance 
Acts is not too large to cause serious inconvenience to 
the economy if import duties and excise duties cannot 
be altered at the shortest notice. In the case of export 
duties, however, it seems desirable to vest power in the 
administration to alter the rates by executive order. This 
is because manipulation of the export duties should 
depend upon the conditions of foreign markets and the 
Government has practically no control on the foreign 
markets, changes in which can be met only by manipula¬ 
tion of the export duties. In this sphere the power of the 
administration may be limited to varying the export 
duty by 25 per cent in either direction. Any large varia¬ 
tions can always be made after a reference to the 
Legislature. 

Question No. 137. 

The implementation of the Five-Year Plan may make 
the country self sufficient in the matter of food and 
agricultural raw materials. The import of certain com¬ 
modities may not then be very necessary and such 
commodities may be subjected to higher import duties. 
There does not seem to be, however, any possibility of 
other commodity taxes being expanded. 

Question No. 138. 

Bihar Government have already a list of luxury arti¬ 
cles on which sales tax is levied at the maximum rate. 
These have been pointed out in the Memorandum IV 
dealing with sales tax. These commodities may bear a 
higher commodity tax in any of the various forms. 

Question No. 223. 

There are no comments. 

Question No. 224. 

Suggestions in this connection have been made in 
Memorandum I and in Memorandum II where local 
bodies finances have been considered at length. 

Question No. 225. 

The suggestions in this connection made by the local 
Finance Enquiry Committee are acceptable namely, that 
there must be expert and impartial valuation of proper¬ 
ties for which a specialised staff has to be created and 
there must be non-political executive officers in each local 
body to assess and enforce collection of taxes. If local 
bodies are small, one executive officer may function in 
more than one local body. 

Question No. 226. 

The State Government have no suggestions to make. 

Question No. 227. 

The State Government are generally in agreement with 
the reeomrhendations of the Local Finance Enquiry Com- 
mitte except in the following important matters : 

(1) The State Government have not thought it possi¬ 
ble and expedient to take over and finance the 
entire medical and public health services hither¬ 
to conducted by local bodies. The State Goverri- 
ment are participating in and helping these 
services by having their own plan of national 
health, by taking over for State operation Sadr 
and Sub-divisional hospitals, by opening State- 
owned rural dispensaries and by launching large 


programmes to deal with leprosy and tuber¬ 
culosis. It is, however, not considered expedient 
to take over all public health and medical func¬ 
tions of local bodies, 

(2) It is also being found somewhat inconvenient to 
leave the direction and control of primary educa¬ 
tion wholly with the local body. Government are 
now spending on primary education many more 
times than local bodies are themselves doing 
and it has become necessary to provide by law 
the appointment of District Superintendents of 
Education who will have large responsibility in 
connection with the disbursement of salaries and 
allowances and other grants to primary and 
middle schools. This is a step which may be 
considered somewhat against the principle of 
Local Self-Government which has been em¬ 
phasised by the Local Finance Enquiry Com¬ 
mittee. 

(3) There is, however, a compensatory movement to 
decentralise local, administration through Gram 
Panchayats which has not been fully taken into 
account by the Local Finance Enquiry Com¬ 
mittee. Government are trying to strengthen 
Gram Panchayats financially both by giving the 
Gram Panchayats certain fiscal powers as well 
as by making large grants to them and by 
authorising them to do agency work in connec¬ 
tion with the various development schemes of 
Government. 

(4) The recommendations regarding sharing and 
assignment of revenues to local bodies are under 
anxious consideration of Government. Sharing 
and assignment as suggested may not be all 
practicable and any loss in the revenues of the 
State Government will certainly weaken its 
power to help local bodies with grants. So far 
it lias been tentatively agreed that entertain¬ 
ment duty may be shared with the local bodies. 
It has been also agreed that an education cess 
may be levied. Other suggestions of sharing and 
assignment raise difficult problems and are still 
under Government consideration. 

Question No. 228. 

Provision for manual labour can only be made as an 
optional tax and this can be done only in small local 
areas where the person concerned resides. The work 
where the labour has to be performed should not be 
more than walking distance from the home. Naturally, 
such a tax is feasible only in the small units constituted 
by the Gram Panchayats and under the Gram Panchayat 
Act certain days of labour has been made obligatory on 
all adults who can only opt out of it by paying the 
equivalent in cash or in kind. It does not seem possible 
to extend this principle further. So far as participation 
of people in the development programmes are concerned 
their labour is being utilised on a voluntary basis in the 
community project areas and elsewhere. The general 
practice that has developed in this State is that Govern¬ 
ment meet only half or less than half of the cost of 
local development like minor irrigation, roads, wells, etc., 
the remaining cost being met by the people benefited 
either in the shape of voluntary labour or cash contri¬ 
bution. 

SUPPLEMENTARY NOTES SENT BY THE GOVERN¬ 
MENT OF BIHAR 

I NOTES ON RIGHT IN MINES AND MINERAL IN 
BIHAR 

When the Taxation Enquiry Commission were here, 
they wanted to know the precise position with regard 
to the rights in mines and mineral in permanently settled 
and temporarily settled estates in Bihar. The rule 4 of 
the “Rules relating to Waste Lands and Mineral*' was 
quoted to them, which reads as below : — 

“Except in permanently-settled estates, it is pre¬ 
sumed throughout India that, in the absence of 
any distinct judicial precedent or proof of 
established usage, the State has the right to 
Minerals." 

The Commission, however, desired a detailed examina¬ 
tion to be made with regard to the question and a note 
furnished to it in about a week or a fortnight’s time. 

2, The position has since been examined in detail. No 
grant of sub-soil rights was expressly made in favour 
of the zamindars in the permanent Settlement Regula¬ 
tions. The Permanent Settlement Regulations however, 
accorded recognition to absolute “proprietorship of soil" 
in favour of the zamindars. What the actual extent of 
“properietorship of soil" had been which the Regulations 
intended to recognise in the zamindars, is a matter of 
considerable difficulty involving historical as well as legal 
questions and is amenable to different interpretations 
The position, perhaps, was that the authors of Permanent 
Settlement themselves had not very clear notions about 
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nature and extent of the rights of zamindars with whom 
they wanted to make settlement perpetually and hardly 
had any better ideas about the customs and usages 
which regulated the proprietary interest in the land in 
this country. All that was intended to be done was thus 
to recognise the proprietary interest that the zamindars 
were supposed to have possessed at the time. The words 
“proprietors of land”, used in the proclamation made in 
this behalf, thus came more by way of enumeration than 
by way of defining any right. The zamindars, however, 
asserted their right to the minerals and certain judicial 
decisions confirmed their rights. In the case Kumar Hari 
Narayan Singh Deo versus Shri Ram Chakravart.y and 
others (37, Indian Appeals, 1936) the Privy Council quoted 
Mr. Field's statement, in his admirable “Introduction to 
the Bengal Regulations”, to the effect that “zamindar is 
entitled to rent for all lands lying within the limits of 
his zamindari and the rights of mining, fishing and other 
incorporeal rights are included in his proprietorship”. 
On the other hand, in the Privy Council case Raja B. N. 
Singh versus Rajeshwar Prasad (58, Indian Appeals 228) 
and in some other cases where the question was whether 
minerals belonged to the zamindar or the Patnidar, it 
was held that without an express grant of sub-soil rights 
only the surface rights passed prima facie on the same 
ground, Government might have claimed that sub-soil 
rights did not pass at the Permanent Settlement. The 
Government of India did not, however, hold this view 
while referring this question to the Secretary of State 
in 1879. In his reply Lord Cranbrook, the then Secretary 
of State, said that even if the legal right was with the 
Government, it was not desirable to enforce it. The 
mineral rights were left to the zamindars very much on 
the same ground that permanent settlement of lands was 
made with them and it was believed that the indirect 
returns to the State from, the mines and mineral would 
be more valuable than any direct returns. The practice 
of regarding the zamindars as proprietors of mines and 
minerals has thus grown more by grace than as a result 
of any close examination of their rights. 

3. The rights of zamindars in mines and minerals have 
been recognised in various ways. In accordance with 
section 72 of the Cess Act, 1880 (Bengal Act IX of 1880), 
a zamindar is treated as the proprietor of mines, lying 
in his area, and is assessed to local cess on income there¬ 
from. The Bihar Land Reforms Act, 1950 lays down 
inter alia under clause (a) of section 4, that after publica¬ 
tion of the notification under sub-section (1) of section 3, 
in respect of a zamindan, the zamindaPs interest in all 
sub-soil including any rights in mines and minerals 
whether discovered or undiscovered or whether being 
worked or not, inclusive of such rights of a lessee of 
mines and minerals” vests in the State free from all 
encumbrances. In accordance with clause (c) of sub-sec¬ 
tion (1) of section 25, compensation is payable to the 
zamindars for mines and minerals on their zamindari 
interests being acquired under the Act, Whatever, might 
be the actual position with regard to the rights of the 
zamindars in mines and minerals it cannot be denied that 
Government have all along accorded recognition to such 
rights and have thereby lulled the zamindars into the 
belief that the mineral rights are held by them. They 
may thus be stopped from raising this question so far 
as the permanently settled estates are concerned. The 
net result now is that mineral rights constitute an 
integral part of the permanently-settled estates, 

4. So far as the temporary-settled estates are con¬ 
cerned, the settlements are renewed periodically. At the 
time of such renewals, the income from the estates are 
assessed afresh. While making this assessment, the 
mineral rights are excluded from consideration and these 
rights are specifically reserved for Government. The 
proprietors of the temporary-settled estates are thus 
debarred from exercising mineral rights. The proprietor 
of these estates are generally required to pay 70% of 
the? total income assessed on such estates to the treasury 
and are permitted to appropriate the remaining 30% 
as their share. Both temporarily and permanently settled 
estates originated alike before the Permanent Settlement. 
The estates, which are at present, temporarily settled, 
were not settled permanently at the time of Permanent 
Settlement with the proprietors thereof, mostly because 
the proprietors themselves did not agree to enter into 
enagement with Government with regard thereto on 
payment of the Jama assessed. Had they agreed to pay 
the Jama assessed, there is no reason why these estates 
would not also have been settled permanently and 
obtained all the advantages including the sub-soil rights, 
which the properietors of permanently-estates possess. 
The proprietors of these estates had originally the same 
rights, which were possessed by the proprietors of these 
estates which were settled permanently. In fact, in the 
Bengal Regulations governing the temporarily settled 
estates, these proprietors are described as having a 
‘permanent interest’ in the estates and if such a prop¬ 
rietor is not given the settlement but some other person 
as a farmer, the proprietor is entitled to a payment of 
5 to 10 per cent, of the jama as ‘Malikana’, that is, pay¬ 
ment for the permanent interest of the proprietor. When 


the settlement is made with the proprietor himself, the 
“Malikana” is not given, but he is allowed to appropriate 
30% of the gross income assessed. It is likely that the 
share of the proprietors, of the temporary settled estates 
is fixed at 30% by keeping in view the fact that they 
are not allowed to exercise the mineral rights. There is, 
however, no clear provision of law nor any definite 
judicial decision with regard to the right of the pro¬ 
prietors of the temporarily-settled estates in minerals 
comprised in such estates but the practice is as stated 
above. 

II A resume of the correspondence between the Govt . 
of Bihar and the Central Government regarding levy 
of terminal tax on goods and passengers ♦ 

Government of Bihar in their letter No, 2591 LSG 
dated the 22nd March, 1947 first moved the Central 
Government in the Department of Transport to take up 
necessary legislation U/S 137 of the Government of India 
Act, 1935, for levy of terminal tax on goods and passen¬ 
gers carried by railways and air to places of Pilgrimage 
in this State, e.p. Deoghar etc. for the purpose of assign¬ 
ing the proceeds of the tax to local bodies concerned for 
maintaining sanitation at their places. As a result the 
Central Government began to collect necessary data 
from the Railways, But subsequently, in letter No. 
F 14(6) P/48 dated 8th March 1948 from the Finance 
Ministry of the Government of India the State Govern¬ 
ment were informed that in view of the fact that the 
Constitution of India was on the anvil at that time it 
would be inadvisable to press for such a legislation. On 
the finalisation of the Constitution the State Govern¬ 
ment in their letter No. 4153 LSG dated 13th April 1950 
again addressed the Central Ministry of Finance request¬ 
ing them to take up the necessary legislation for levy of 
terminal tax under article 269 of the Constitution as this 
article was almost identical with Sec. 137 of the Govern¬ 
ment of India Act, 1935. In reply the Central Ministry 
of Finance in their letter No. F.13(3)-P/50 dated the 12th 
June 1950 explained that recommendations of the Local 
Finance Enquiry Committee which was appointed by 
the Government of India, might be awaited. The State 
Government in their letter No. 2376 LSG dated the 7th 
March 1951 requested the Government of India in the 
Ministry of’ Finance to take up the question of the 
legislation for levy of terminal tax in the light of the 
recommendations of the Local Finance Enquiry Com¬ 
mittee as the financial condition of the municipalities 
was deteriorating day by day. This was followed by a 
demi-official letter No. 2728 LSG dated the 15th March 
from Shri B. N. Jha, the then Minister for Local Self 
Government Bihar, to Shri C. D. Deshmukh, the Union 
Minister for Finance and Demi-official letter No. 3036 
LSG dated the 26th March 1951 to Shri Mahavir Tyagi, 
Minister of State for Finance, in which he implored the 
Central Minister to take personal interest in the matter. 
Shri Deshmukh in his demi-official letter No. 564 PSF/51 
dated the 4th April 1951 replied that the report of the 
Local- Finance Enquiry Committee was not available 
up till then. After publication of the Report, Shri Jha in 
his Demi-official letter No. 7812 LSG dated 1st August 
1951 again drew the attention of the Union Finance 
Minister to the desperate financial condition of the 
municipalities in this State and referring to the recom¬ 
mendations of the Committee in paragraphs 472, 582 and 
710 of their Report suggested that necessary legislation 
might be put through by the Central Government. For 
the convenience of the Central Government even two 
draft Bills were enclosed for their consideration. One 
draft was to be applicable only to places of Pilgrimage 
and health resorts and the other draft would be appli¬ 
cable to any place which might be declared to be a 
municipality. These draft bills were acknowledged by 
Shri Deshmukh in his demi-official letter No. 21G8-PSF/ 
51 dated the 23rd August 1951 who also indicated that 
a decision in the matter would be taken by the Govern¬ 
ment of India very soon. In demi-official letter No. 5743 
LSG dated the 15th July 1952, Shri B. Paswan the present 
Minister for Local Self Government reminded the Union 
Finance Minister about the urgency of the matter in 
view of the fast deteriorating financial condition of 
municipalities and again requested him to expedite the 
question of necessary legislation. In reply Shri Mahavir 
Tyagi, the Union Minister of State for Finance, explain¬ 
ed that the Central Government were collecting some 
data from various States so that the necessary bill might 
be prepared. An official letter No. F.5(25)P/51 dated the 
30th August 1952 from the Central Ministry of Finance 
was also received asking for certain factual data which 
was furnished to them in due course, when Shri P. K. J. 
Menon Secretary, Local Self Government Bihar, in his 
demi-official letter dated the 16th January 1954 enquired 
from the Central Government as to how the matter stood, 
Shri C, S. Krishnamoorthy of the Central Ministry of 
Finance replied in his demi-official letter No. 629-P/54 
dated the 20th January 1954 that the question of neces¬ 
sary legislation would be taken up after the recom¬ 
mendations of the Taxation Enquiry Commission were 
available. As in the opinion of the State Government 
the financial condition of municipalities has become so 
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desperate as not to brook any delay in providing them 
necessary relief, the Chief Minister of Bihar, Shri S, K. 
Sinha, has addressed a personal letter, vide his demi- 
official letter No. 82 C dated the 15th April 1954 to Union 
Finance Minister. Shri C. D, Deshmukh about the neces¬ 
sity of immediate action by the Government of India 
to put the required legislation through the Parliament 
without waiting for the report of the Taxation Enquiry 
Commission. 

Copy of letter dated 30th April 1954 from Secretary 
to Government of Bihar, Revenue Dept., to the 
Secretary Taxation Enquiry Commission. 

Subject :—Fixation of the rates of royalty on minerals. 

I am directed to refer to the note on the above subject 
which was handed over to the Chairman Taxation 
Enquiry Commission during his visit to Bihar in March 
last and to the observation of the commission during 
the discussion of the subject and to state as follows 

2. Royalty is the amount charged by the lessor on the ' 1 
mineral removed and may be regarded as the lessor’s 
sale price for the mineral. Just as a shopkeeper has his 
stock for sale, so the minerals lessor has the mineral 
under the ground for sale for mining, treatment and 
marketing the only difference being that the shopkeeper 
can deliver stock ready for marketing and the lessor’s 
mineral has to be extracted and cost incurred in the 
extraction. The principle, however, is not affected and 
it is possible to calculate the lessor’s sale price for the 
minerals by finding -out the market price of the minerals 
at the pit’s mouth and deducting from it the cost of 
extraction. The difference between the sale price of the 
minerals at the pit’s mouth and the cost of extraction 
should after leaving a reasonable profit to the lessee be 
appropriatable by the lessor. 

3. The rates of royalty prescribed in the Mineral Con¬ 
cession Rules have been fixed on an ad hoc basis and 
generally work out to be much less than what would 
have been payable to the Bihar Government according 
to the principle enunciated in the last paragraph. For 
example the pit’s head value of limestone comes to 
Rs. 6 per ton while the raising price of limestone in the 
Murli Hill area, which contains the richest limestone 
deposit in Bihar, was during the time the property was 
worked by the Receiver appointed by the High Court 
about Rs. 4 per ton, The net profit accruing to the lessee 


was therefore Rs. 2 /- per ton minus annas -/6/4 
per ton payable as royalty according to the rate pres¬ 
cribed in the Mineral Concession Rules. This is very 
high. 

4. Before the Mineral Concession Rules came into 
force, the rates of royalties were fixed in Bihar under 
the Bihar Waste Land and Mineral Concession Manual 
1947. The royalty prescribed in the Mineral Concession 
Rules falls far short of the royalties chargeable even 
under the Bihar Waste Land and Mineral Concession 
Manual, 1947 which were themselves quite liberal. The 
following statement shows that a heavy loss was caused 
to the Government of Bihar in the year 1951-52 for which 
complete figures were available as a result of the intro¬ 
duction of the Mineral Concession Rules : — 


Minerals 

At old rates. 

At new rates. 

Loss. 

Manganese. 

9, i 7 j585 

2 , 26,896 

-* - 

6 , 90,689 

China Clay, 

*48 

35 . 87 a 

1 , 07,617 

Chromite. 

38,238 


i9>H9 

Limestone, 

12,18,933 

5>4i.746 

6 , 77,187 


The loss will considerably increase when all the private 
estates will be taken over under the Bihar Land Reforms 
Act (Zamindari Abolition Act). 


5, The State Government consider that when the rates 
of royalty are revised next and the matter has already 
been taken up by the Government of India it should be 
done according to the principle enunciated in para 2 
above. But if in the larger interest of the country it is 
decided to have lower rates of royalty the State Gov¬ 
ernment, which is starved for revenue, should be com¬ 
pensated for the loss caused to it if not fully, at least 
to the extent of 75% by the Central Government. 

6 . The State Government also consider that whatever 
rate of royalty is fixed at one time is likely to become 
inappropriate with the passage of tirqe. There should 
therefore, be an automatic provision in the rules for 
revision of the rates of royalty every five years by the 
State Gpvernment without any reference to the Govern¬ 
ment of India. 



BOMBAY 

Memoranda presented by the Finance Dept. Government of Bombay, 
to the Taxation Enquiry Commission * 

MEMORANDUM I 


General note on State Taxation and Budgetary Position 


I. The Socio-Economic Background. 

1. Situated on the western side of India, the State of 
Bombay has a total area of 115-570 thousand square 
miles inhabited by a population of 35-94 million persons 
(Census of 1951). While the birth rate has not much 
changed, during the decade between 1941 and 1951, the 
annual death rate has gone down from 25 per thousand 
to 18 per thousand. The population of the State has 
grown by 20 per cent between 1941 and 1951. The area 
and population of the State indicated above include an 
area of 23,000 square miles and a population of 10-92 
million persons added by the merger of 55 States and 
254 estates during the year 1949-50. For administrative 
purposes, the State has been split up into 28 districts. 
Of the total population of the State, 24-8 million persons 
or 69 per cent, are rural and reside in villages and 
11-1 million persons or 30-9 per cent, have been classified 
in the Census as urban population of the towns and 
cities of the State. 30-3 per cent, of the population of 
the State is literate. During 1951, 7*8 lakh industrial 
workers were employed in 7,825 working factories in 
the State. This represents 30 per cent, of the total factory 
employment fo£ the whole country. Of a total generation 
of 5858 million kWh of electrical energy in India, the 
State of Bombay accounts for 1831 million kWh or 
31 per cent, and this enables an energy con¬ 
sumption of 43-95 kWh per capita compared to 
a per capita consumption of 13-25 kWh for the Country 
as a whole. The port of Bombay in 1952-53 handled ex¬ 
port trade valued at Rs. 336-8 crores (52 per cent, of 
all India), import trade valued at Rs. 153*1 crores (26 
per .cent, of all-India) and a total trade valued at 
Rs. 489*9 crores or 44 per cent, of the foreign trade of 
the country, 61*4 per cent, of its population depend for 
their livelihood on agricultural persuits, 13*7 per cent, 
on activities of production other than agriculture, 7-6 
per cent, are engaged in commerce, 2-2 per cent, in 
transport and 14-9 per cent, in professional and other 
miscellaneous services not included in the above. Of a 
total nef cropped area of 410-8 lakhs acres, 17*6 lakh 
acres forming only 4*2 per cent, are irrigated. As a re¬ 
sult, much the larger part of agricultural production is 
dependent on the vagaries of the monsoon. The 
annual food production varies between 4 and 4*5 
million tons according to the character of the monsoon 
in the year ; and taking into accoupt the internal procure¬ 
ment for purposes of existing controls and food rationing, 
the State is deficit in food supply to the extent of 6 
to 9 lakh tons per annum. The State is liable to recurrent 
famine and scarcity conditions because crops fail in the 
Gujarat districts in 2 years out of every 5, in the Deccan 
districts in 7 out of every 10 years and in the Bombay- 
Karnatak in 3 out of every 5 years on an average. 


2 . Financial Data in the Memoranda .—Statement I 
gives the annual budgetary position of the State from 
1937-38 to 1953-54. It has been necessary to carry out 
certain adjustment in preparing the statement as the 
usual published [annual budget memoranda of State 
Governments include transfer to and from specially 
created funds within the revenue account and to that 
extent do not give an accurate picture of the current an¬ 
nual expenditure, current annual receipts and the true 
budget surplus or deficit. For example, extensive trans¬ 
fers have been made during war years and since to the 
Special Development Fund and the Post-War Recon¬ 
struction Fund, Such transfers do not mean current ex¬ 
penditure but savings and their inclusion as expendi¬ 
ture for accounting purposes in the revenue account in¬ 
flate current expenditure and disguise the true surplus 
which is larger than what the Budget memoranda show. 
Similarly the inclusion of withdrawals from funds on the 
receipts side inflate the receipts on revenue account. The 
data in the budget memorandum has, therefore, been 
recast in preparing Statement I, so as to indicate the 
correct annual budgetary position of the Government of 
Bombay for the years 1937-38 to 1953-54 (Budget). A 
budget surplus or deficit has been shown by indicating 
the difference between (A) the aggregate current annual 
expenditure on ( i) revenue, ( ii ) capital account as well 
as (Hi) the net expenditure from earmarked funds not 
included within the revenue and capital account and 


( B ) the aggregate current annual receipts from (i) taxes, 
fees and other charges, (it) open market borrowing, 
(iii) net receipts from funds not included in the revenue 
account but used for expenditure at (A) (Hi) above and 
(W) Central grants and loans. 


Under the democratic set up of a modern Government, 
all its financial outlay can be said on the whole to 
benefit the people governed. For purposes of analysing 
trends the annual expenditure policy, it has however be¬ 
come customary to classify the total expenditure into 
(A) expenditure which directly aids socio-economic life 
of the people and (B) expenditure which is required to 
meet the primary and protective functions of the State, 
(A) being termed Development expenditure and (B) 
Non-Development expenditure. Under the latter cate¬ 
gory are included the expenses of the Government on 
(/) civil administration like ministerial establishments, 
secretariat departments and district collectors’ offices, 
as well as expenses for the collection of taxes, etc., (ii) 
interest on public debt, and pensionary charges, (Hi) ex¬ 
penditure for maintaining peace and security on police, 
judiciary and jail establishments and (iv) expenditure of 
an emergency character like expenditure on relief of 
displaced persons or on famine relief. The Development 
expenditure includes expenditure on Social Services like 
Education, Medical and Public Health facilities, as well 
as expenditure which helps economic life like assistance 
to agriculture and industrial pursuits, the construction 
and maintenance of roads, major irrigation works and 
power projects, etc. It is obvious from the above descrip¬ 
tion of items included in development and non-develop¬ 
ment expenditure that the two are complementary to 
each other. Without the satisfactory maintenance of law 
and order, an efficient administration or a punctual re¬ 
payment of Governmental financial liabilities, no deve¬ 
lopment worth its name can be expected. An adequate 
performance of the protective functions of the State is 
a prime requisite of socio-economic progress. With the 
advance of civilization, and the growing popularity of 
the ideals of a welfare State, however, it may be 
expected that the proportion of expenditure required to 
meet the primary and protective functions to total 
expenditure should progressively decrease so that more 
and more funds may be diverted to expenditure which 
directly helps socio-economic life. The trends in the 
annual expenditure policy of the Bombay Government 
between 1937-38 and 1953-54 can be seen from Statement 
II which shows under various Budget heads of account, 
the development expenditure of the Government. The 
Non-Development expenditure in any year is the total 
expenditure on revenue and capital account given in 
Statement I minus the Development Expenditure given 
in Statement II. 


II. Pre-War Period —1937-38 to 1939-40. 

3. Pre-War Budgetary Policy .—The era of provincial 
autonomy in the State began from the 1st April 1936. The 
first popular Congress Ministry took over the administra¬ 
tion a few days before the budget of 1937-38 and was 
responsible for the framing of budgetary policy during 
the years 1937-38, 1938-1939, 1939-40, The essential 

features of the financial policy of the Government du¬ 
ring this pre-war period were— 


(a) a readjustment of the tax structure in the State 
by a reduction in the incidence of excise taxation 
through prohibition policy. As a beginning, total prohibi¬ 
tion was enforced in the islands of Bombay, Salsette and 
Trombay. Parts of Ahmedabad and Broach Districts were 
declared as dry areas. Including the cost of preventive 
measures, this policy meant a financial loss to the 
Government estimated at Rs. 155 lakhs in 1939-40, 


(b) relief in land taxation in over-assessed areas in¬ 
volving a reduction in land revenue of Rs, 30 lakhs 
per annum, and 


•Note: —Enclosures referred to in the memoranda are not Published in this Volume. 



(c) recouping the loss in revenue .due to (a) and (b) 
above by additional taxation measures during the years 
1938-39 and 1939-40. The financial effects of the addi¬ 
tional taxation measures were then estimated as 
follows : — 

Estimated 
Annual yield 

Taxation Measures 1937-38 and 1939-40 in lakhs of 

rupees 

(t) The levy of an urban immovable property tax no 

up to a maximum of 10 per cent, on the an¬ 
nual rateable values of properties in the Cities of 
Bombay and Ahmedabad and the surrounding 
areas of similar development—1939-40, 


relating to rural development was not curtailed, tnview, 
however, of the war, expansion of nation building acti¬ 
vities was not attempted even though funds were avail¬ 
able for the purpose. 

(c) The Government decided instead to lay by the 
annual war-time budget surpluses in specially created 
funds such as (1) The Special Development Fund, (2) 
the Post-War Reconstruction Fund (initially called the 
Revenue Reserve Fund and later on called the State 
Development Fund) and (3) the Debt Redemption and 
Avoidance Fund, in order that requisite reconstruction 
and development activities may be undertaken in the 
post-war period with the help of the finances available 
in such funds. 


(ii) Sales tax on tobacco in the year 1938-39 , 5 

(m) Increase in the electricity duty on domestic con- 23 

sumers—1938-39 and 1939-40. 

(u>) Extension of the Court Fees Act to the High 8 

Court and increased stamp duties on conve¬ 
yances in prescribed areas—1938-39 and 1939-40. 

(a) Sales tax on petrol at the rate of one anna per 10 

gallon—1939-40. 

(w) Tax on prize competition—1939-40 . . 3 

(vii) Levy of a licence fee from the Western India 8 

Turf Club—1938-39 and 1939-40. 


(d) During the years 1942-43, 1943-44 and 1944-45, 

Government raised 3 public loans and borrowed an 
aggregate amount of Rs. 10*5 crores from the open 
market. This amount was used to cancel a portion of 
the pre-autonomy consolidated debt owed to the Govern¬ 
ment of India on which the Government of Bombay used 
to pay interest charges higher than the interest charges 
payable on loans floated during the war period. This 
borrowing resulted in a saving in annual expenditure 
on interest charges to the extent of Rs. 15 lakhs 
per annum. To safeguard the post-war public debt posi¬ 
tion further, Government created a Debt Redemption 
and Avoidance Fund to which an aggregate sum of 
Rs. 10 crores was transferred at the annual rate of 
Rs. 2 crores out of the budget surpluses during the years 
1944-45 to 1948-49. 


Total . 167 

(d) Within the limits of available revenue, Government 
also tried to increase expenditure on the nation building 
activities. The expenditure on nation building activties 
was increased from Rs. 4*4 crores in 1936-37 to Rs. 5T 
crores in 1939-40. The increase in the expenditure was 
largely on grants-in-aid to voluntary primary schools 
and schemes of rural development. The Government also 
created a Special Development Fund for financing 
schemes of rural welfare. To this Fund a portion of the 
budget surpluses obtained in 1938-39 and 1939-40 was 
transferred. Had it not been for the short period during 
which popular Government held office and the inevitable 
time-lag in preparatory planning, the annual develop¬ 
ment expenditure would have been larger. 

4. From Statement I it will be seen that during the 
pre-war period the annual revenue of the Government 
has increased from Rs, 12*43 crores in 1937-38 to Rs. 12*98 
crores in 1939-40. During the pre-war period, the major 
portion of the expenditure was absorbed in the perfor¬ 
mance of the primary and protective functions of the 
State such as the preservation of the law and order, 
carrying on of civil administration and finance of obli¬ 
gatory debt charges. There was very little expenditure 
on capital account on capital projects so as to increase 
the physical assets of the State. In the year 1939^40, of 
a total expenditure of Rs. 12-5 crores, development 
expenditure or expenditure on nation building activities 
amounted to only Rs. 5-1 crores or about 40 per cent, 
of the total; while the expenditure on capital account 
was just a little over Rs. 4 lakhs. The expenditure on 
the performance of primary and protective functions 
absorbed Rs. 7-4 crores or a little over 60 per cent. The 
Niemeyer Award on income-tax distribution was 
announced in 1937 ; the Government of Bombay, how¬ 
ever, derived little benefit' from it during the pre-war 
period. In 1939-40, the State share of income-tax was 
only Rs. 55 lakhs or a little more than 5 per cent, of the 
annual tax revenue. The sheet anchor of the State 
finances among the State tax resources, were Land 
revenue (Rs. 343 lakhs), State excise (Rs. 202 lakhs), 
Stamp duties (Rs. 138 lakhs) and the newly introduced 
Urban Immovable Property tax (Rs. 101 lakhs). 

III. The War Period* and 1946-47. 

5. The popular Ministry resigned in November 1939 on 
the declaration of the World War II. The administration 
of Government during the war years up to the 3rd 
April 1946 was in the hands of the section 93 regime 
of the Governor and his advisers. The essential features 
of financial policy during the period were as follows : — 


(e) War-time Tax Policy. —The Urban immovable 
Property tax had already been levied in order to meet 
the loss of revenue as a result of the first stage of pro¬ 
hibition in 1939-40. During the war years the prohibition 
was reversed as a result of High Court Judgement and 
when the prohibition policy was relaxed the Advisers' 
" regime’ decided to give concessions in the urban im¬ 
movable property tax in proportion to the growth in re¬ 
venue under provincial excise in the Cities of Bombay 
and Ahmedabad. From 1941-42 onwards, the rate of ur¬ 
ban immovable property tax was reduced from year to 
year up to 1945-46 when it was brought down to 7 per 
cent, of the rateable value in Bombay City, In 1945-46, 
Government decided to dissociate the urban immovable 
property tax from additional revenues for excise and 
further concessions in the urban immovable property 
tax were stopped. 

Towards the latter part of the war, Government deci¬ 
ded to augment its revenue by additional taxation in the 
interests . of anti-inflationary budgetary policy and 
mobilization 01 resources for post-war reconstruction. In 
.1343-44, Government double the betting tax as well as 
the entertainment duty and levied a surcharge of (a) 
50 per cent, on most non-judicial stamp duties and (b) 
of 25 per cent, on judicial stamp duties and registration 
fees. This increased the annual revenue from" taxation 
by Rs. 1*5 crores in 1943-44. 

The Advisers’ regime also decided, in 1946, to levy a 
general sales tax at the stage of retail sales. The second 
Congress Ministry which came to power in April 1946 
confirmed this decision by enacting the Bombay Sales 
Tax Act, 1946. The yield of the tax in 1946-47 was 
Rs, 1 crore. 

6 . Trends in Wartime Revenue —Causes for its in¬ 
crease. —The annual revenue of the Bombay Govern¬ 
ment was more than trebled during the period 1939-40 to 
1946-47. The phenomenal expansion in the annual 
revenue from Rs. 13*1 crores in 1939-40 to Rs. 39*97 
crores in 1946-47 was mainly due to the following 
factors:— 

(1) Under the Niemeyer Award, the annual receipts 
from the State share of taxes on incomes other than 
the corporation tax increased by Rs. 5-42 crores, from 
Rs. 55 lakhs in 1939-40 to Rs. 597 lakhs in 1946-47, be¬ 
cause of the increased receipts of the Government of 
India from these taxes partly as a result of inflation and 
partly as a result of the upword revision of rates The 
receipts from the State share of income-tax accounted 
for over 14 per cent, of the annual revenue of the 
Bombay Government in 1946-47 compared to less than 5 
per cent, in 1939-40. 


(a) Top priority was given to all necessary financial 
provision for the war effort, civil defence, maintenance 
of internal security, law and order conditions and war¬ 
time controls. 

(b) Subject to the foregoing consideration, expendi¬ 
ture on nation building activities particularly on items 


(2) More than the State share of income-tax, however, 
the most important source of revenue of the Government 
m the war period was excise duties. The receipts from 
State excise increased as a result of the reversal of the 
prohibition policy and inflation from Rs. 2*02 crores in 
1939-40 to Rs. 9*76 crores in 1946-47. Stafe excise contri¬ 
buted over 24 per cent, of the annual revenue in 1946-47. 
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(3) The additional taxation measures imposed in 
1943-44 and described at (e) on page 6, increased annual 
revenue by more Rs. 1-5 crores per annum. 

(4) The receipts from land revenue remained at the 
same level. The requirements of suspensions and remis¬ 
sions decreased and unauthorised arrears were reduced 
to the minimum by the rise in agricultural prices 
which enabled the cultivators to pay their assessments 
without hardships. 

(5) As important as above was the general improve¬ 
ment in receipts from all taxes as a result of the infla¬ 
tion and the rise in price levels. The Economic Adviser’s 
general index of prices increased from 100 in August 
1939 to 246 up to the end of 1945-46. The increase in 
price levels gave the Government larger receipts from 
the sale of forest produce,' stamp duties, entertainment 
duties, etc. 

7. During the period 1940-41 and 1946-47, the Govern¬ 
ment of Bombay enjoyed an aggregate budget surplus 
of Rs. 37*57 crores. Of this an amount of Rs. 6 crores 
was transferred to the Debt Redemption and Avoidance 
Fund, Rs. 14*8 crores was laid by in the Post-War 
Reconstruction Fund, Rs. 2*2 crores in the Special 
Development Fund and the remaining represented free 
balances, working capital of the civil supplies schemes 
and balances in earmarked funds such as the State Road 
Fund. 

8 . As in 1939-40, in 1946-47 too, Out of a total expendi¬ 
ture on revenue and capital account of Rs. 32 crores, the 
major portion of the expenditure of Rs. 18 crores or 
56 per cent, was absorbed in meeting the primary and 
protective functions of the State. The expenditure on 
nation building activities amounted to Rs. 14 crores or 
44 per cent, of the total expenditure. The expenditure 
on capital account amounted to only Rs. 20 lakhs. The 
increase in expenditure on nation building activities 
largely represented the cost increase in providing the 
scale of services prevalent in 1939-40. Some small 
increase in development expenditure during the war 
period was made on grow more food efforts. 

IV. Post-War Reconstruction and Planning —1947-48 
TO 1953-54. 

9. Planning .—Towards the end of the war, the Govern¬ 
ment of India apprehended an immediate post-war slump 
in the wake of a reduction in the expenditure of Govern¬ 
ment in the country on the war effort as a result of the 
cessation of hostilities. The Government of India desired 
that the scale of war-time Government expenditure 
should not be reduced but be replaced by expenditure 
on post-war reconstruction so as to keep up the aggre¬ 
gate demand and optimum employment conditions in 
the country. Towards this objective, the Government of 
India asked the Provincial Governments to draw post¬ 
war reconstruction plans for which they were promised 
extensive Central assistance. The Adviser’s regime drew 


up a Rs. 60 crore Five-Year Plan for the post-war recon¬ 
struction of the Bombay State which emphasised help 
to demobilised personnel and rural development parti¬ 
cularly in matters of road development and food supply. 
The Congress Ministry which took over the administra¬ 
tion in April, 1946 reconsidered this plan and drew up a 
comprehensive post-war reconstruction plan with a 
targetted expenditure of Rs. 90 crores during the period 
1947-48 to 1951-52. As a result of the inflationary situa¬ 
tion which developed in the country in an aggravated 
form after the de-control experiment of 1947-48, the plan 
was reconsidered once again and the targetted expendi¬ 
ture for the five-year period was fixed at Rs. 75 crores. 
In 1949-50 there was an addition of 40 per cent, to the 
area and population of the British districts of the State 
as a result of the mergers. In 1950-51, the Planning Com¬ 
mission started their deliberations for a comprehensive 
Five-Year Plan for the country as a whole. When the 
post-war reconstruction plan for the period 1947-48 to 
1950-52 was drawn up, the Government believed that 
the Economic Adviser’s general index of wholesale prices 
would rule at about 200 during the year (Price levels in 
1939 plus 100 per cent.) and cost estimates of the schemes 
included in the post-war plan were prepared according¬ 
ly. In practice, the price levels, however, remained. 50 
per cent, above the assumed level and as a result what 
was sought to be achieved by a targetted expenditure 
of Rs. 75 crores was only half realised by the end of 
1950. In the event, in the State Five-Year Plan that was 
drawn up in consultation with the Planning Commission 
for the period 1951-52 to 1955-56 all the continuing and 
successful post-war reconstruction schemes were included 
as State Five-Year Plan schemes. It was also envisaged 
that the State Five-Year Plan schemes would provide 
for a general extension of the post-war reconstruction 
schemes to the merged areas as far as practicable. 
Classified on a uniform basis, the targetted expenditure 
on post-war reconstruction and planning during the 
period 1947-48 to 1955-56 may be estimated at Rs, 213 
crores of which the expenditure on State Five-Year Plan 
for the period 1951-52 to 1955-56 is Rs, 149*2 crores 
(including the expenditure on community development 
projects). The essential feature of the post-war budgetary 
policy of the Congress Government is to fulfil the role 
of a welfare State by increasing the annual expenditure 
on nation building activities to the targets laid down 
in the post-war reconstruction plan which has since 
been recast as the State Five-Year Plan, 

10 . Development vis-a-vis Non-Development Expendi¬ 
ture .,—Table 1 indicates for each of the years between 
1946-47 and 1953-54 (i) the total expenditure of the 
Government of Bombay on Revenue and Capital Account 
as well as the portion of expenditure on activities met 
from earmarked Funds not’included either in the reve¬ 
nue or the capital account, (ii) the total non-develop¬ 
ment expenditure on revenue and capital account, and 
(iii) the total development expenditure which is further 
classified into (a) Planned expenditure on post-war 
reconstruction up to 1950-51 and State Five-Year Plan 
Schemes thereafter as well as (b) ordinary development 
expenditure outside the plan schemes : — 


Table 1 —Development and Non-development Expenditure, 1946*47 
to 1953^54 (Budget), 


(Rupees in lakhs). 


Total expen- Expenditure 

diture with- on Post-War 

in the Re- Non-develop- Total Ordinary Reconstruct 

Year venue and ment Development Development tion up to 

Capital Ac- expenditure expenditure expenditure 1950-51 and 
count and on State-Five 

from other Year Plan 

Funds out- thereafter 

side these 


1946-47 .... 

• • 1 « • 


3>.65 

>7.04 

14,61 


# , 

1947-48 ■ 

- 


35,52 

17,35 

18,17 

9 , 5 ° 

8,67 

1948-49 .... 



49,03 

a 1 .53 

27,49 


> 4,35 

> 949-50 .... 



66,55 

31,34 

35 , 2 i 

15,77 

19,44 

I 95 0 - 5 I .... 



• 7°?75 

30,40 

40,35 

18,92 


1951-53 .... 

. 


7 b 37 

32,62 

38,75 

15,70 

23,05 

1953*53 (Revised Estimate) . 

. 


7 8 , 6 3 

33 ,06 

45,57 

> 6,45 

29,12 

1953-54 Budget 

. 


84,64 

33,05 

51,59 

19,92 

31,67 


Total— 1947-48 to 1953-54 

■ 4.56.48 

i, 99,35 

2,57 ,>3 

1,09,40 

b 47,73 
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From year to year ever since 1946-47, there has been 
a substantial increase in the total expenditure particu¬ 
larly development expenditure of the Government of 
Bombay. The annual expenditure has increased from 
Rs. 31 6 crores in 1946-47 to Rs. 84*6 crores in 1953-54 
(Budget). A portion of the increase during and since 
1949-50 is due to the addition of 40 per cent, to the 
area and population of the State as a result of the 
mergers (Please see paragraph 28 below). During the 
seven years 1947-48 to 1953-54 (Budget) the State Govern¬ 
ment has made financial provision for an aggregate 
expenditure of Rs. 456-5 crores of which (i) Rs. 199-3 
crores or 43-4 per cent, is non-development Expenditure 
on Primary, Protective and Obligatory Functions, (ii) 
Rs. 257-1 crores or Bs. 56-6 per cent, is Development 
Expenditure on Nation building activities, and (iii) 
Rs. 147-7 crores i.e. 31-9 per cent, or about a third of 
the total, represents expenditure on Post-War Reconstruc¬ 
tion (up to 1950-51) and State Five-Year Plan Schemes, 
including the provision for Community Projects. For the 
period 1951-52 to 1955-56, the State Five-Year Plan has 
a targetted expenditure of Rs, 149-2 crores or Rs. 41-9-7 
per capita of the 1951 population of the State. During 
the first three years, financial provision has been made 
for Rs. 83-84 crores or Rs. 23-4-10 per capita which 
means that 56 per cent, of the targetted expenditure has 
been fulfilled in the first three years. 


With the growth in the annual expenditure, there has 
been increase in both Development and Non-Develop¬ 
ment expenditure. From year to year, however, the pro¬ 
portion of development expenditure to total expenditure 
has increased while the ratio of non-development 
expenditure to the total has correspondingly declined. 
In 1946-47, out of a total expenditure of Rs. 31'6 crores, 
development expenditure amounted to Rs. 14-6 crores 
or 45 per cent, while the non-developmental expenditure 
on the Primary, Protective and Obligatory functions of 
the State absorbed the major portion, i.e., Rs. 17 crores 
or 55 per cent. The expenditure of major projects on 
Capital account in 1946-47 was only Rs. 21 lakhs. The 
latter has since grown to Rs. 11*3 crores in 1953-54. Now 
the major portion of expenditure is development expendi¬ 
ture which in 1953-54 amounts to Rs. 51-6 crores or 
61 per cent, of the total, while non-development expendi¬ 
ture absorbs 39 per cent. 


11. Retrenchment and Reorganisation. —Partly as a 
result of the mergers and partly as a result of the imple¬ 
mentation by the Bombay Government of all the recom¬ 
mendations of the Central Pay Commission, the non-deve¬ 
lopment expenditure increased from Rs. 17 crores in 

Table 2 —* Non-deve 


1947-48 to Rs. 31-3 crores in 1949-50. During the war 
years, according to the exigencies of war effort and war¬ 
time controls and rationing there was a somewhat spas¬ 
modic increase in the administrative personnel. Soon 
after the assumption of office in 1946, the popular 
Government decided that all efforts werg necessary to 
mobilize available financial resources for extensive 
planning, Towards this end, it was necessary to reorga¬ 
nise the administrative machinery and ensure economy 
in administrative expenditure such as would make avail¬ 
able maximum resources for planning without impairing 
efficiency of work. Government appointed an Adminis¬ 
trative Enquiry Committee to recommend the means of 
providing an efficient and economical administrative 
machinery, in the interests of reconstruction and develop¬ 
ment planning. The Committee submitted their Report 
in 1948. To work out and implement the details of the 
general principles of reorganisation and economy recom¬ 
mended by the Administrative Enquiry Committee, a 
Special Officer was appointed in 1950. A copy of the 
Report of the Special Officer (Retrenchment) is enclos¬ 
ed. 


The Government of Bombay has implemented all the 
important recommendations of the Special Officer and as 
a result, there has been at annual saving in administra¬ 
tive expenditure of Rs. 2 crores in 1950-51 and a full 
annual saving of Rs. 2-5 crores thereafter. As a result 
of the detailed scrutiny of workload in the various Sec- 
tariat Departments and District Offices, the sanctioned 
strength of 198,210 employees under the Government in 
1949-50 was reduced by 19,131 to 179,079. In the budget 
of 1950-51, a lump cut of 12-5 per cent, in contingent 
expenditure and travelling allowance other than perma¬ 
nent travelling allowance was imposed. This was esti¬ 
mated to effect a saving of Rs. 68 lakhs. Compared to 
a total expected saving of over Rs. 3 crores, on paper, 
the table indicates that the non-development expendi¬ 
ture of the Government has increased from Rs. 31*3 
crores in 1949-50 to Rs. 33 crores in 1953-54, The non¬ 
development expenditure in the table however includes 
not merely the major portion of administrative expen¬ 
diture and expenditure on Security charges like Police, 
Jails and Judicial expenses but also the unavoidable ex¬ 
penditure on (i) relief and rehabilitation of displaced 
persons, (ii) expenditure on famine relief, (iii) expen¬ 
diture on the General Elections and (iv) obligatory ex¬ 
penditure on servicing the Public Debt as well as pay¬ 
ment of Privy Purse to members of merged state ruling 
families. If these unavoidable items were excluded, the 
financial saving due to retrenchment and economy car¬ 
ried out in 1950-51 and thereafter will be clearly visible 
from the following data :— 

t Expenditure—Unavoidable items 

(Rupees in lakhs) 



1949-50 

I 95 0 - 5 I 

1951-52 

1952-53 

R.E, 

1953-54 
B. E. 

Total Non-Development expenditure ...... 

31.34 

30,40 

33,62 

33 >° 6 

33>°5 

Deduct— Unavoidable non-development expenditure— 






(t) Expenditure on—* 






(a) Relief, and ........ 

85 


40 

51 

40 

( b ) Rehabilitation of displaced persons .... 

45 

1,02 

i >74 

1.50 

3*15 

(it) Expenditure on Famine Relief . 

1,10 

XI 

73 

1,58 

47 

(iii) Expenditure on General Elections . 

** 

17 

26 

32 

12 

(fo) Expenditure on Debt Services—Interest . . • 

1,06 

T >57 

1,89 

2,09 

2,38 

(v) Expenditure on Privy Purse to Rulers, Territorial and Politi¬ 
cal Pensions, 

10 

14 

22 

20 

17 

Total, Other Non-Development Expenditure .... 

27,78 

27,08 

37.38 

26,86 

26,36 


It will be seen that compared to 1949-50, the non-deve¬ 
lopment expenditure excluding unavoidable items has 
reduced by Rs. 1*4 crores from Rs. 27-7 crores to Rs. 
26*3 crores in 1953-54. Thus result has been achieved by 
strictest economy in spite of the fact that the annual 
total expenditure of the Government has ^ increased 
from Rs. 66 crores in 1949-50 to Rs. 84 crores in 1953-54. 
Ordinarily, the administrative expenditure even with 
out any employement of additional staff increases by 
two per cent, per annum because of the increase in 
emoluments by normal increments. For the same number 
of Government servents employed at the end of 1949-50, 
the additional administrative in 1953-54 on this basis 
may be estimated at Rs. 50 lakhs. Taking this into ac¬ 
count, it will be seen that the full expected annual saving 
of about Rs. 2 crores has been achieved as a result of 
retrenchment and reorganisation carried out before the 
State Five-Year Plan was launched. What is more. 


Government has at present in force a cut of 10 per cent, 
in travelling allowances granted to Government em¬ 
ployees^ as a temporary measure. 

12. Ordinary Development Expenditure .—Not merely 
has non-development expenditure been controlled by 
Government with due regard to administrative efficiency 
but even the Ordinary Development expenditure on 
Schemes outside the Five-Year Plan has been kept to 
the minimum. The Ordinary Development Expenditure 
1953-54 amounts to Rs. 19*9 crores and shows an increase 
of Rs. 1 crore over the Ordinary Development expen¬ 
diture of Rs. 18*9 crores, in 1950-51. The Ordinary 
Development Expenditure in 1953-54 however includes 
a provision of (i) Rs. 1*29 crores on the Koyna Project, 
(ii) a provision of Rs. 60 lakhs on Scarcity Minor Irriga¬ 
tion Works and (iii) an additional road expenditure of 
Rs. 1 crore outside the State Plan above the levels of road 
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expenditure in 1950-51. All these are unavoidable items 
of expenditure and the last, all the more so, because of 
the growing trend of unemployment in 1953-54, towards 
the relief of which road expenditure is an effective 
remedy. 

13 . Post-War Reconstruction and Plan Expenditure .— 
As has been indicated, because of the increase in price- 
levels of 50 per cent, above what they were assumed to 
prevail during the period of Post-War Reconstruction 
Plan 1947-48 to 1951-52, the estimated costs of the Post- 
War Reconstruction Plan has increased with the result 
that even though the targetted financial provision of 
Rs. 75 crores plan was fulfilled, achievements in terms 
of the material Socio-economic beenfits in relation to 
their physical targets were not fully realized. The un¬ 
completed post-war reconstruction schemes as well as 
those completed successfully but requiring recurrent ex¬ 
penditure wer^e embodied in the State Five-Year Plan 


for the period 1951-56, with the added objective of ex¬ 
tension of the scheme as far as practicable to the merg¬ 
ed areas. It would be true to say that the Five-Year 
Plan of the Bombay State for the period 1951-56 is sub¬ 
stantially an extension of the Post-War Reconstruction 
Plan under implementation in the British districts up 
to 1950-51 to the whole of the State including merged 
areas. 


Statement III indicates the annual expenditure bet¬ 
ween 1947-48 to 1953-54 consisting of (i) targetted and 
actual post-war reconstruction expenditure for the period 
1947-48 to 1950-51, (ii) the targetted expenditure on the 
State Five-Year Plan 1951-56, (iii) progress of expendi¬ 
ture for the 3 years 1951-54 and (iv) and the balance 
of expenditure that remains to be provided during the 
remaining two years 1954-56 classified into important 
categories. Table 3 summarises the results : — 


Tablb 3 — Post-War Reconstruction and Five-Tear Plan Expenditure. 



Targetted Expenditure 

K* 

Progress of Expenditure 

rupees in 

laxns.j 


Post-War 

Reconstruc¬ 

tion 

1947-4810 

1950-51 

State 

Five 

Year Plan 
1951-52 
to 1955* 

Total 

1947-48 

to 

>955-56 

Post-War 

Reconstruc¬ 

tion 

State 

Five 

Year 

Plan* 

Total 

Balance of 
Expendb 
turc 

>954-56 

I. Ag. and Community Development 

15,01 

3 >,54 
(21.14) 

46,55 

(21.19) 

15,01 
(a>- 3 ) 

>5,09 

(18.0) 

30,10 

(>9.50) 

>6,45 

(52.16) 

II. Irrigation and Powers Projects 

7,°4 

(> 6 - 3 ) 

33 ,io 

(22.18) 

40 ,H 

(20,2) 

7,04 

(16.3) 

> 8,33 

(21.86) 

25,37 

(>9-3>) 

* 4,77 

(22.59) 

A. Major Irrigation Projects .... 

3.52 

("•2) 

22,67 

(> 5 -> 9 ) 

26,19 

(>3-92) 

3,52 
(IX.2) 

9,28 

(n.07) 

12,80 

(>>■> 3 ) 

13,39 

(20.48) 

B Power Projects ..... 

3,52 

( 5 -i) 

> 0,43 

(6.99) 

>3,95 

(6-37) 

3,52 

(5. >) 

9,05 

(>o-79) 

*2,57 

(8.18) 

>,38 

(«•») 

III. Industries :— 

Cottages and Small Scales . 

62 

(o-9) 

* 3,54 
(2-37) 

4,16 

(>•89) 

62 

(o-9) 

( ,.a 

, *>79 
(*.16) 

2,37 

(3-63) 

IV, Transport 

’ / 7 ’ 4 ? 
( 10 - 37 ) 

13,88 

( 9 - 30 ) 

21,32 

(9-63) 

7,43 

(>0.3) 

12,13 

(14.47) 

> 9,57 

(12.58) 

>,74 

(2.66) 

A. Roads . ..... 

2,93 

( 3 - 9 ) 

>1,63 

( 7 - 79 ) 

>4,56 

(6.56) 

2,93 

( 3 - 9 ) 

> 0,39 

(12.40) 

>3,32 

( 8 . 53 ) 

1,24 

(1.90) 

B. Nationalised Transport .... 

4 , 5 ° 

( 6 - 4 ) 

2,00 

( 1 - 34 ) 

6,50 

(2.96) 

4,50 

(6.4) 

1,67 

(i. 99 ) 

6,17 

(4.0) 

33 

(0,50) 

V t Social Services 

33,79 

( 5 - 2 ) 

67,17 

( 45 - 01 ) 

II 

33.79 

( 5 >-a) 

37,12 

( 44 . 27 ) 

70,91 

( 47 - 45 ) 

30,05 

( 45 . 96 ) 

A. Education . * . . ' . 

• 23,91 

( 33 - 8 ) 

; 46,32 
( 3 1 • ° 4 ) 

70,23 

( 3 >- 97 ) 

■ 

( 33 . 8 ) 

28,87 

( 34 . 43 ) 

52,78 

(34.20) 

* 7,45 
(26.69] 

B. Medical and Public Health .... 

4,74 

( 7 - 8 ) 

> 6,53 

(ll.08) 

21,27 

(10.03) 

4,74 

( 7 . 8 ) 

6,36 

( 7 . 59 ) 

11,to 

(7-69) 

10,17 

(> 5 - 55 ) 

C. Housing ....... 

. 4,28 

(8.3) 

77 

(0.52) 

5,05 

( 3 -o) 

4,28 

( 8 - 3 ) 

54 

(0.64) 

4,82 
( 4 -> 3 ) 

, a3 
(o. 35 ) 

D. Labour Welfare and Backward Classes , 

86 

(i- 3 ) 

3,55 

(2.27) 

4,41 

(2,00) 

86 

(>• 3 ) 

>,35 

(1.61) 

2,21 

(>■43) 

2,20 

(3-33) 

Total 

63,89 

L 49.23 

2,> 3,>3 

63,89 

83,84 

>,47,74 

65,39 


♦Including Community Projects, 


The outline of targetted expenditure on Post-War 
Reconstruction and State Five-Year Plan Schemes during 
the period 1947-48 to 1955-56 indicates that out of the 
total expenditure of Rs. 213 crores, Rs. 101 crores or 47 
per cent, is allocated to Social Services and Rs. 112 
crores or 53 per cent, as assigned to activities which 
directly aid economic operations of production and dis¬ 
tribution of material requisites of well-being. Among 
the Social Services, Education has been allocated the 
highest priority its cost being Rs. 70 crores or over 31 
per cent, of the total Plan expenditure. Among the Eco¬ 
nomic Services, Agriculture (including irrigation) is 
allocated a sum of Rs, 73 crores or 35 per cent, of the 
total expenditure, followed by Road Transport Rs. 21 
crores and Power Projects Rs. 14 crores. 

23—1 T. E> Com, (N.D.J/55 


14. It is beyond the scope of these Memoranda to 
describe in detail the targets and progress of over 250 
and odd individual Post-War Reconstruction and State 
Five-Year Plan Schemes that are under implementation 
at present. Along with these Memoranda is enclosed a 
recent comprehensive publication of this Government 
which describes the objectives and progress of individual 
State Plan Schemes of Bombay State. The following is 
a brief summary of the progress of Planning in the State. 

PROGRESS OF IMPORTANT SCHEMES 

1 . Agriculture and Rural Development. 

15. Grow More Food Schemes .—It has already been 
indicated that the State of Bombay is heavily in deficit 
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in food supply to the extent of 5 to 10 lakh tons per 
annum depending on the adequacy or otherwise of timely 
rainfall. Schemes of growing more food involve recurrent 
expenditure after— 

(i) Multiplication and distribution of improved 

seeds. 


(ii) Distribution of Manure. 

(in) Production and distribution of compost. 


(it>) Land improvement through mechanical cultiva¬ 
tion, prevention of soil erosion, etc. 

(t?) Improvement in water supply through— 

(a) Construction of new wells and repairs of 
old wells ; 

(b) Boring of tube wells ; and 

(c) Minor Irrigation works of storing water 
through tanks and Bandharas. 


Government through experiments conducted in the Agri¬ 
culture Department have evolved 14 improved seed 
multiplication and distribution schemes which cover 
crops such as paddy, jawar, wheat, bajri, etc. The im¬ 
proved seed distribution schemes have the target of 
covering 56 lakh acres by the end of 1955-56, In 1952-53 
the scheme covered 40 lakh acres. 


Annually during the period 1947-48 to 1951-52, manure 
mixture has been distributed to an area of 2 lakh acres. 
Governmental distribution of manure mixure has been 
since slowed down becaue it is expected that trade will 
now take up the preparation and distribution of manure 
mixtures. The local authorities are given financial assis¬ 
tance as well as training for production of bulky compost 
manure out of town refuse ever since 1947. In 1952-53, 
rural and urban town compost to the tune of over 14 
lakh tons have been distributed to benefit an area of 
2*7 lakh acres against the planned target of 3*2 lakh 
acres. 


Field bunding along the contour of the cultivated areas 
during the war years was conducted on a large scale in 
the districts of Bijapur, Dharwar, Belgaum, Sholapur, 
Ahmednagar, Poona, and Satara to cover an area of 
7 lakh acres. The bunding however was not permanent 
and was to some extent washed off by rain water. The 
works already undertaken in war years have been once 
again repaired during the post-war period to cover an 
area of 6 lakh acres. With the help of 278 tractors owned 
by the State, Government have improved by deep and 
shallow ploughing as well as harrowing a total area of 
4 lakh acres by the end of 1952-53. In the coastal tracts 
of Kanara, Kolaba and Ratnagiri because of the ingress 
of sea water, agricultural land becomes completely or 
partially unfit for cultivation. With tfle assistance of the 
Khar Lands Development Board, under the Khar Land 
Act of 1948, Government have improved about 20,000 
acres of Khar Land and restored the area to cultivation. 


Up to the year 1951-52, Government used to grant a 
subsidy as well as loans to cultivators for the construc¬ 
tion and repair of wells. The subsidy has since been 
discontinued. Between 1947-48 and 1952-53, it is estimated 
that 16,000 new wells have been constructed in the State 
and 8,000 old wells have been repaired benefiting a total 
area of about 1 lakh acres the water supply to which 
has been increased. In Northern Gujarat, it is proposed 
to have 400 tube wells so as to benefit an area of 80,000 
acres. For unavoidable reasons, progress of the scheme 
has been slow and by the end of 1952-53, only 24 wells 
have been bored. With the assistance of a special minor 
Irrigation loan of Es. 1 crore from the Government of 
India and from the general revenues during the period 
1947-48 to 1952-53, Government have completed 8,000 
temporary bandharas to beenfit an area of 1 lakh acres. 
In addition, 49 medium and minor irrigation works of 
somewhat semi-permanent and permanent character of 
pucca bandharas and tanks have been taken up and 
42 of these have been completed by 1st April 1952. The 
minor irrigation works are expected to increase the 
irrigated area by 44 lakh acres by the end of 1955-56. 
By the end of 1952-53, irrigation benefit through minor 
irrigation works has spread to 2-9 lakh acres. Arising 
out of the scarcity and famine conditions in the State 
during 1952-53 the Government of India has agreed to 
give a loan of Rs. 1*5 crore to the Bombay State for 
extensive minor irrigation works in the State. As a 
result of the scarcity minor irrigation works which are 


being undertaken in 1953, it is expected that irrigated 
area through minor irrigation works will increase to 
4 lakh acres. 


On the Grow More Food eflorts including measures 
at (1) to (4) above, Government spends an annual sum 
varying between Rs. 1*5 and 2 crores. Including the 
improvement in cultivation through the increase of 
water supply by minor irrigation works. The Grow 
More Food Schemes are estimated to have increased 
available food supply to the extent of about 2-5 lakh 
tons in 1951-52. The Five-Year target for such schemes 
is to increase food production by 3‘5 lakh tons per an¬ 
num. The recurrent scarcity and famine conditions and 
the successive failure of monsoons in recent years have 
neutralised the benefits of grow more food schemes 
which latter would otherwise have helped to reduce the 
food deficit of the State. 


16. Co-operation.—Excluding duplication of member¬ 
ship, the Co-operative Movement in Bombay State has 
touched 30 per cent, of the population of the State in 
1951-52 compared to only about 23 per cent, in 1947. In 
1947-48, the movement had reached 37 per cent, of the 
villages, in 1951-52, it has reached 62 per cent, of the 
villages. The average membership per society has in¬ 
creased from 55 in 1947 to 79 in 1952. In 1945-46, among 
the primary Societies in the State only 48 per cent, were 
classed in Commendable Groups 'A’ and ‘B’ by the 
Reserve Bank. By 1951-52, 64 per cent, of the Societies 
have been classified in these groups showing the improve¬ 
ment in the internal working of Co-operative Societies. 
There are 16*9 thousand Co-operative Societies in the 
State with a working capital of Rs. 93*6 crores compared 
to 14*8 thousand societies in 1949-50 with a working 
capital of Rs. 68-7 crores. Government have now estab¬ 
lished regional Co-operative Training Schools and a 
Co-operative Training College. The College has been 
granted the status of an All-India body and officers from 
various States are being delegated to receive training at 
the Poona College. 


17. Milk Supply .—The Milk Scheme is one of the 
boldest measures of the Bombay Government for the 
benefit of the citizens of Greater Bombay. The Scheme 
has been financed by the profits earned by Government 
from the sale of Skimmed milk powder. At the Aarey 
Milk Colony, 26 dairy farm units have been established 
to house 14,000 cattle which have been removed from 
the unhygienic city stables to the colony. A Central 
diary at Aarey has a modern plant for pasteurization of 
40,000 lbs. of milk per hour. Along with the 1,000 
maunds of milk per day brought in 14 insulated railway 
vans from Anand, supplemented by the milk produced 
at the Colony, about 3,500 maunds of milk is distributed 
in Greater Bombay every day in 4 lakh pasteurized and 
sealed bottles. The quantity of pure milk sold by Gov¬ 
ernment meets about 40 per cent, of the consumption of 
milk in the city. The price of milk per seer in Bombay 
City since the launching of the milk distribution scheme 
in 1949 has remained at a stable level between As. 14 
(price of Government milk) and Rs. 1-2-0 (rates of pri¬ 
vate dealers) in spite of the fact that all other prices 
have increased during the interval. This has been made 
possible because Government today is one of the major 
suppliers of milk to the city. Even assuming that the 
price of milk would have increased only an anna per 
seer in the absence of the Milk Scheme, the people of 
Bombay would have suffered an annual financial loss of 
Rs. 70 lakhs which has been saved by the Capital expen¬ 
diture of Rs. 3*5 crores. 


Community Projects ,—Experience of the Grow More 
Food Schemes has convinced Government that the jam 
of planning spread thinly over too wide an area may 
not bring in results commensurate with the expenditure 
incurred. Intensive alround socio-economic development 
through selected blocks or groups of villages are being 
attempted through the Community Development Projects 
for which financial assistance is being received from 
the Government of India, In the districts of Belgaum, 
Mehsana, Sabarkantha, Thana, Kolaba and Kolhapur, 
the programme is being implemented in selected groups 
of villages, since October 1952. Preliminary progress 
reports show very encouraging results. For progress of 
schemes of live stock improvement forests, fisheries and 
other miscellaneous agricultural improvement, attention 
of the Commission is invited to the printed publications. 


2. Irrigation and Power Projects, 

18. Major Irrigation Projects.—It has been indicated 
earlier that only a little over 4 per cent, of the total 
cropped area of the State is irrigated. Government has 
therefore undertaken 7 major irrigation projects so as to 
increase the irrigated area by 8'9 lakh acres. Of these the 
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Meshwa Canal Project (irrigated area 18,000 acres) was The other projects and the progress in their construction 

completed before the State Five Year Plan began. are as follows: — 


Name of the Irrigation Project 


Amount tar¬ 
get ted in 

the Five Year 
Plan plus 
Expenditure 
incurred to 
the end of 
IQCjO-Sl 

(in lakhs) 

Targetted 
Irrigated 
area on 
completion 
(000s acres) 

Financial 

■Provision Progress of work by the end 

to the end of June 1953 

of 1953-54 
(in lakhs) 



Rs. 

Acres 

Rs. 

i. Stage i of the Lower Tapi Valley Project, Kakrapar Weir 
and Canals, 

1,216 

652 

543 The first phase of the Kakrapar 
Weir and Canals has been 
completed and water will be 
available to some areas, during 
1953-54* 

3. Ghataprabha Left Bank Canal . , 

• 

545 

100 

323 More than a third of the work 
has been completed. 

3. Gangapur Dam Project .... 

* 

334 

45 

243 75 per cent, of the work on the 

dam has been completed. 

4. Ranand Tank Project ..... 

• 

22 

3 

18 The project is likely to be comp¬ 
leted during 1954. 

5. Mahi Right Bank Canal 


4^5 

90 . 

53 Progress on this project is slow 
because of financial difficul¬ 
ties and the priority given to 
other works at an advanced 
stage of implementation at 
present. 


On irrigation projects the targetted expenditure during 
the period 1947-48 to 1955-56 is estimated at Rs. 26 crores 
of which financial provision has been made for Rs, 13 
crores by the end of 1953-54, « 


19, Under the North Gujerat Electric Grid Scheme, the 
power supply at the Sabarmati Power Station of the 
Ahmedabad Electricity Co,, has been increased from 
37,599 kws. to 97,500 kws. so that Government may dis¬ 
tribute the additional power through Grid Supply in the 
districts of Ahmedabad Mehsana and Kaira and Baroda. 
The scheme has been commissioned in February 1951 and 
the first stage will be completed in 1954, 


Under the South Gujerat Electric Grid Scheme, 
Government has installed a Steam Station at Utran 
near Surat \yith a capacity of 22,500 kws. Supply under 
the Scheme has commenced from November 1952. In 
consideration of the consent given by the Government 
of Bombay for the development of hydro power at 
common frontiers, between Bombay and Mysore, the 
latter Government has agreed to supply electric power 
to the extent of 11,500 kws. from the Mahatma Gandhi 
Power House at Jog. Nearly 95 per cent, of the work on 
the Sub-station for transmission of power has been 
completed. To reduce the power shortage felt by indus¬ 
trial consumers in Bombay City, Government proposes 
to install three generating plants at Chola with a total 
working capcity of 54,000 kws. One of the units of 
18,000 kws. is likely to start working in the later half 
of 1953. In addition to the units at Chola, Government 
has also given the Tatas a licence to put up a thermal 
station with a capacity of 50,000 kws. and has agreed 
to consider the question of increasing this to 100,000 kws. 
Recently the Tatas have added 22,000 kws. to generat¬ 
ing capacity of their existing stations while the Central 
Railways have added to their own supply by 24,000 kws. 
A hydro electric power plant has been installed at 
Radhanagari in Kolhapur with a capacity of 700 kws. 
When the construction of an irrigation dam is complet¬ 
ed, the capacity will increase to 4,800 kws. 


As a result of the Government Power Projects indi¬ 
cated above, the generating capacity for power in the 
State will be increased by 152,000 kws. or 33 per cent, of 
the existing capacity. In addition the Government of 
India have included the Koyna Power Project in the 
Five Year Plan and the means of financing the Project 
are at present under consideration of the two Govern¬ 
ments. It however, the power generated or proposed to 
be generated by Taxes (72,000 kws.) and Railways 
(42,000 kws.) are also included the total pendings pend¬ 
ing copecits will class by 266.800 kws. On the power 
projects excluding the Koyna Project, the targetted ex¬ 
penditure for the period 1947-48 to 1955-56 is estimated 
at Rs. 14 crores of which financial provision has been 
made for Rs. 12*6 crores by the end of 1953-54. 


3. Industries . 

20. Apart from the financial assistance given to Cottage 
and Small scale industries, the programme includes the 
establishment of an Industrial Finance Corporation for 
which a provision of Rs. 1 crore has been made in the 
Plan. The Corporation has been established during the 
year 1953-54. 

4. Transport 

21. Roads,—The programme includes the construction 
of 1,075 miles of new roads including 800 miles of cement 
concrete roads and improvement and reconstruction of 
792 of the existing roads. Of these, 99 miles of new 
roads and 95 miles of reconstructed roads have been 
completed by April 1952. During the year 1952*53 taxa¬ 
tion of motor vehicles and motor spirit has been increas¬ 
ed. In 1953-54, Government has provided a total expendi¬ 
ture of over Rs. 8 crores on road development including 
the provision for usual maintenance and repairs. The 
progress on road works in 1953-54 and thereafter is 
likely to be more rapid. At this rate, the targetted 
financial provision is likely to be exceeded by actual 
expenditure. 

Nationalisation of Passengers' Transport .—The Scheme 
for the nationalisation of passenger transport has now 
been extended to all the 13 zones in the State, The 
Bombay State Road Transport Corporation has a total 
fleet of 1,738 vehicles operating on an estimated route 
mileage of 33,941. Schemes for extending nationalization 
to goods transport with the help of Canadian Vehicles 
available under the Colombo Plan are under considera¬ 
tion. 

The total targetted expenditure on transport schemes 
for the period 1947-48 to 1955-56 is Rs. 21*32 crores of 
which financial provision has been made for Rs. 19*57 
crores. 

5, Social Services . 

23. Education .—Of the targetted expenditure of Rs. 101 
crores on Social Services, education has been allocated 
Rs. 70 crores. Of this expenditure, financial provision has 
already been made for Rs. 52*8 crores by the end of 
1953-54. The most important scheme is for spreading 
primary education, free and compulsory to children, in 
the age group of 7 to 11 in all villages of the State with 
a population of 1,000 and over. In 1946-47, there were 
16 lakhs children in Primary Schools and the Post-War 
Reconstruction plan aimed at bringing 32 lakhs children 
to the primary schools by the end of 1951-52. In 1949-50, 
complusion was extended to all the old Districts of the 
State and about 29 lakhs children were brought to 
School. By the addition to the population by 40 per cent, 
as well as the relatively undeveloped stage of educational 
progress in some of the merged areas, it has now become 
necessary to bring to school 55 lakhs children if compul¬ 
sion is to be successful. By the end of 1951-52 compulsion 
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has been introduced in 23 out 28 districts of the State 
and about 35 lakhs children have been brought to school. 
It has not been possible to extend compulsory education 
to the remaining districts of the State because it would 
entail additional recurrent expenditure of Rs. 3 crores 
per annum. In Bombay State with the establishment 
of regional universities there are now six universities 
in place of two. There are 7 Engineering Colleges in 
1952 as against 2 in 1947, 10 Technical Schools as 
against 2 in 1947 and 6 Government Medical Colleges 
as against 1 in 1947. In Secondary education, Govern¬ 
ment assistance to Secondary schools amounts to a third 
of the expenditure and to that extent fulfils the recoin- 
mendations of the Ghate-Parulekar Committee appoint¬ 
ed by Government. 

24. Medical and Public Health. —Apart from the estab¬ 
lishment of six medical colleges the bed strength in civil 
hospitals is being increased from year to year, A special 
hospital for T. B. with 125 beds was opened at Aundh 
in 1949, It is expected that the Medical Colleges will 
increase the annual turn out of doctors by 200 per annum 
by the end of 1955-56. Government # opened 427 
centres where subsidised medical practitioners give 
medical relief to the rural population. Every district has 
now been provided with a district health organisation 
for the control of epidemics, vaccination and public 
health measures. 23 combined medical and public health 
units each equipped with one medical practitioner, one 
health visitor, one midwife etc. have been established in 
the State and in the year 1951-52 they treated over 1 lakh 
patients and visited T2 lakh houses. In 1947 about 
5 million persons used to suffer Malaria and the mortality 
rate was 1*6 per mile. As a result of spraying D.D.T. in 
the districts of Kanara and Dharwar in all villages with 
a population of 100 and more, the mortality rate has 
been reduced to 0-8 per mile. The success of the Scheme 
has encouraged Government to extend it to all the 
malarious districts in the State. Three Mobile Hospital 
units each equipped with 3 doctors, 10 nurses and other 
requisite assistance as well as ambulance have been 
touring the rural areas of the State. Government incurs 
an annual expenditure of Rs. 30 lakhs on increasing 
water supply to villages which have no wells. In addi¬ 
tion Government gives liberal financial assistance to 
Municipalities for water supply and drainage schemes. 


25, Housing .—The population of the City of Bpmbay 
has doubled during the decade 1941 to 1951, but during 
the war years, housing construction because of the then 
existing controls could not increase pari passu with the 
increased demand for housing accommodation. Similar 
difficulties though to a limited extent also arose in the 
cities of Ahmedabad, Sholapur and Hubli. Initially hous¬ 
ing constructiton up to the year 1948 was being done 
department ally but since then Government established 
the Housing Board which has undertaken extensive hous¬ 
ing construction with the help of the loans advanced by 
Government. The Board has completed 7754 tenements, 
of which 1780 have been transferred, 828 to the Police 
Department, 752 to the Railway, and 200 to the Rehabi¬ 
litation and Education Departments. Recently the Gov¬ 
ernment of India have granted loan plus subsidy of an 
agreegate amount of Rs. 2-15 crores to the Bombay Gov¬ 
ernment for constructing tenements for industrial 
workers which would be given at moderate rents. The 
programme is under implementation. 


25-A. Legislative Measures with little cost and Multiple 
Economic Benefit —Apart from the prohibition policy 
and the important Five Year Plan Schemes, some of 
which involve large expenditure running into crores, the 
Government of Bombay has in recent years undertaken 
a number of legislative measures designed to improve 
the structure of economic organization in the State. To 
mention only a few, the Government has enacted (1) the 
Bombay Agricultural Debtors Relief Act, 1940 and sub¬ 
sequent amending Acts; (2) Bombay Money Lenders 
Act, 1946; (3) the Bombay Tenency Act, 1946; (4) the 
Bombay Prevention of Sub-Division and Fragmentation 
of Holdings Act; and (5) the Bombay Industrial Rela¬ 
tions Act, 1946, which, though they have meant rela¬ 
tively small amount of expenditure to the Government, 
have given the citizens of the State large economic be¬ 
nefit. 


By the application of the Bombay Agricultural Debtors 
Relief Act throughout the State during the post-war 
period, to the end of June 30, 1952, a total amount of 
Rs. 49 crores of rural debt particularly of the pre-war 
period has been scaled down by Rs. 19 crores to Rs. 30 
crores as a result of. the operations of 60 Debt adjust¬ 
ment boards and the Civil Courts. Since June 1952 rural 
debt amounting to Rs. 34 crores is in the process of be¬ 
ing similarly adjusted. As a result of the passing of the 
Bombay Money Lenders Act 1946, usury has been legally 
abolished and the rate of interest has been prescribed at 
a maximum of 9 per cent, for secured loans and 12 
per cent, for unsecured loans. During the war and the 


post-war period, the financial position of co-operative 
societies in the State, has improved, the loans advanced 
by co-operative societies to the cultivators have increas¬ 
ed and these together with increasing assistance of 
Government through T agavi have substantially helped 
the cultivators to save themselves from the cultches of 
usurious money lenders. To some extents, during the war 
and the post-war period, as a result of improvement in 
the prosperity of some farmers, the needs of urgent 
and expedient credit finance have also reduced and 
some of the cultivators find their own finance for their 
activities. The beneficial effects of the Bombay Tenancy 
Act and the Bombay Prevention of Sub-Division and 
Fragmentation of Holdings Act are described in Memo¬ 
randum III. Over 30 per cent, of the sown area of the 
State consists of tenanted land and the annual gross 
value of agricultural produce of such tenanted land may 
be roughly estimated at about Rs. 200 to Rs. 300 crores. 
By limiting the maximum rent to l/6th of the produce, 
in place of 1/3 up to 1952 and more than that before 
1939, the annual increase in the earnings of tenents, 
may be estimated at a minimum of Rs. 20 to Rs. 30 
crores per annum. Up to the year 1947, the number of 
man-days lost by industrial disputes in the State average- 
ed at about 3:5 to 4 million. Since the effective imple¬ 
mentation of the Bombay Industrial Relations Act, 1946, 
the number of working days lost by such disputes is 
on the decline. During the calendar years 1951 and 1952, 
the total number of working days lost by industrial 
disputes were only IT million and 1*2 million respective¬ 
ly. Assuming the wage of an industrial worker at 
rupees 3 per day and the gross value of his output per 
day at Rs. 10, it may be said that the saving in the 
gross value of output is about Rs. 20 to 23 crores per 
annum, which has been largely assisted by Government 
legislation on the settlement of industrial disputes by 
means of conciliation and arbitration. The Government 
of Bombay is the first among the States to initiate some 
of these legislative measures. 


V. Prohibition Policy. 

26. In a system of mixed economy, planning does not 
merely consist in increased Government expenditure 
and an extension of the public sector in the interests of 
the socio-economic welfare of the people. Successful 
planning should also aim at measures leading to wiser 
spending in the private sector towards socially desirable 
ways. In 1946-47,- purchasing power to the extent of 
Rs, 35 crores was being ill-spent by the private sector 
on the drink evil, more than half of which was a heavy 
drain on the purse strings of the poorer sections of the 
population represented by industrial and agricultural 
labour. -Adivasis, farmers and the lower middle class 
population. 

Apart from post-war reconstruction and planning, a 
major plan in the budgetary and financial policy of the 
popular Ministry during the post-war period is the fulfil¬ 
ment of the process of readjustment of the tax struc¬ 
ture by the abolition of the drink evil and reduction in 
the inequitable taxation on poorer sections of the popu¬ 
lation through excise taxation on intoxicants. The reve¬ 
nue from State Excise has been brought down from 
Hs. 976 lakhs in 1946-47 by quick stages of reduction in 
the consumption of intoxicants culminating in complete 
prohibition with effect from 6th April 1950 to Rs. 100 
lakhs in 1953-54. The Excise receipts in 1946-47 do not 
while the excise receipts in 1953-54 do include receipts 
from merged areas. In the absence of prohibition in 
merged areas and taking into account the increase in 
price levels from year to year it may be stated that 
State excise receipts in 1953-54 would have been about 
Rs. 12 crores if prohibition had not been introduced. 

The reduction in the loss in excise revenue through 
prohibition policy has been more than recouped by 
additional taxation measures in 1948-49, 1949-50 and 
1952-53. The problems of the Bombay Government 
recouping the loss in Excise revenue through other taxes 
should be weighed against the advantages offered by a 
release of an annual purchasing power of over Rs. 35 
crores to the private sector for meeting their more 
urgent socially desirable wants. There is no doubt that 
the funds spared to common man by the prohibition 
policy since 1st April 1950 have substantially helped him 
to meet a part of the difficulties created by rising cost of 
living indices since that date. 


VI. Post-War Revenue 


27. Before examining the financial capacity of the 
Bombay Government for the resources requisite to meet 
the accepted obligations of the targets laid down in the 
State Five-Year Plan, it is necessary to review the 
vicissitudes in the budgetary position during the Post¬ 
war period of 1947-48 to 1953-54. 
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General Budgetary Position .—Details of the Budgetary 
position are given in Statement I. Table 4 gives a sum¬ 
mary of the annual receipts, expenditure and the 
budgetary surplus or deficit;— 

Table 4. — Post-war Budgetary Position . 

(Rupees in lakhs,) 



Year 


Total cur¬ 
rent ex¬ 
penditure 
on Re¬ 

venue and 
Capital 
Account 

Total cur¬ 
rent re¬ 
ceipts 

Surplus or 
deficit 

1947-48 

■ 


35,52 

42,54 

+702 

1948-49 

• 


49,02 

48,09 

“93 

1949-50 


* 

66,55 

70,49 

+394 

1950-51 

* 


70,75 

66,09 

-466 

1951-52 

• 

• 

71,37 

7°,°3 

“134 

5952-53 


• 

• 78,63 

73,io 

“553 

1953-54 

• 

• 

84,64 

81,78 

-28 6 




4,56,48 

4.52,12 

-436 


In spite of the fact that the annual expenditure of the 
Government has increased from Rs. 31*6 crores in 1946-47 
to Rs. 84:6 crores in 1953-54 the aggregate net budget 
deficit for the 7 years 1947-48 to 1953-54 is only Rs. 4*3 
crores. Taking into account the transfers to the Debt Re¬ 
demption and Avoidance Fund during 1947-48 and 1948- 
49 and the unspent balances in funds like the State 
Road Fund and the State Sugarcane Cess Fund to which 
tax revenue was transferred, the total gap during the 
7 years amounted to Rs. 10-4 crores; The gap has been 
filled to the extent of Rs. 7:5 crores by means of with¬ 
drawals from the Bombay State Development Fund, the 
closing balance of which will go down from Rs. 14*8 
crores on the 1st April 1947 to Rs. 6*3 crores on the 1st 
April 1954, The rest of the gap of nearly Rs. 3 crores 
has been met from the general balances and other 
funds of the State. 

Unavoidable Unfavourable Circumstances 

28. Mergers, —The increase in the annual receipts and 
expenditure of the State since 1949-50 is partly due to 
the 40 per cent, increase in the area and population of 
the state as a result of the mergers. Separate model bud¬ 
get estimates were prepared for the merged areas for 
the financial year 1950-51 for purposes of discussion 
with the Indian States Finances Enquiry Committee. 
According to these estimates as a result of the mergers 
there has been an addition of Rs. 5*9 crores to the an¬ 
nual revenue receipts of the State and an increase of 
Rs. 10 5 crores in the expenditure met from revenue in 
the Budget of 1950-51. The mergers have thus confront¬ 
ed the Government with an annual budget deficit of 
Rs. 4,6 crores per annum. As a result of the recommen¬ 
dations of the Indian States Finances Enquiry Commit¬ 
tee, the Government of India granted to the State Gov¬ 
ernment subsidy for meetting the revenue gap created 
by the federal financial integration of these areas with 
the Bombay State. The subsidy was fixed at Rs. 1*45 
crores for each of the year 1949-50, 1950-51 and was 
thereafter designed to be reduced by 20 per cent, an¬ 
nually. Financial assistance by way of subsidy has 
been given only on the basis of financial loss incurred 
by the transfer of federal sources of revenue and fe¬ 
deral sources of expenditure to the Government of 
India. The subsidy did not take into account the rela¬ 
tively undeveloped socio-economic condition of the mer¬ 
ged areas compared to the rest of the State and the 
financial loss to the Government of Bombay in levelling 
up the progress in the merged areas to the standards 
prevailing in the rest of the State. The subsidy itself 
has been discontinued with effect from the year 1952-53 
as a result of the recommendations of the Finance Com¬ 
mission. Taking into account the increase in the taxa¬ 
tion receipts in the merged areas, as a result of the 
application of the State Taxation Acts to these areas 
and their efficient enforcement as well as the increase 
in expenditure along the lines of the rest of the State, 
the mergers may be said to have led to an annual de¬ 
ficit of at least'Rs. 2 to 3 crores in the State Budget. 
The deficit can be attributed partly to (i) reduction of 
the excise revenues in the merged areas by prohibi¬ 
tion policy (ii) application of the higher Bombay Gov¬ 
ernment pay-scales to employees of the merged States 
since absorbed in Bombay Government service and (iii) 
extension of food control and rationing system of the 
State to the merged areas. 

29, Scarcity and Famines. —The budgetary position 
of the Bombay Government has also been seriously 
affected by the recurrent scarcity and famine condi¬ 
tions which have overwhelmed the State in 4 out of 7 


years under review. Expenditure on famines has not 
merely reduced land revenue but has also necessitated 
substantial expenditure on famine works, the objective 
of which has had to be kept preventive rather than one 
of mere relief as well as loan assistance to the affected 
population. Tables indicates the financial impact of 
scarcity and famine conditions on the budgetary posi¬ 
tion of the Bombay Government. 


Table 5. —Financial Impact of Famine. 


(Rupees in lakhs.) 


_ »-. 

Year 

Direct 

expendi¬ 

ture 

Increase in 
tagai loans 
directly at¬ 
tributable 
to famine 

Loss in 
land 
demand 

Total cost 
of famines 

1946-47 

♦ 1,83 

68 

35 

2,86 

1947-48 

1,09 

*>45 

35 

2,89 

1949-50 

t,n 

1,00 

20 

231 

1951-52 

. 80 

1,20 

60 

2,60 

1952-53 

. *2,08 

i,6o 

1,14 

4> q 2 


♦Estimated. 


It will seen that but for recurrent scarcity and famine 
conditions the development expenditure of the State 
would have increased by Rs, 8 crores during the State 
Five-Year Plan period and Rs. 15 crores for the post-war 
period as a whole. For meeting famine and scarcity 
conditions, this Government has a Famine Relief Fund 
in which an amount of Rs. 63 lakhs is always kept as 
balance at the beginning of each financial year. The 
above data indicates that the size of the fund created 
in the pre-war period is most in adequate for meeting 
the recurring famine and scarcity conditions. Proposals 
are therefore, under consideration to increase the size of 
the Fund to about Rs. 2 crores with its attendant reper¬ 
cussions on the State budgetary position. 

30. Constitutional restrictions.’—The financial provi¬ 
sions of the Constitution of free India have adversely 
affected the financial'interests of a State Government 
like Bombay. Restrictions on the levy of Sales tax under 
article 286 have meant an annual loss per annum to this 
Government and the Finance Commission recommen¬ 
dations and their implementation by the Government of 
India have further weakened the financial strength of 
this Government. The claims of this State which account 
for nearly half the receipts of income tax have not been 
properly recognised. What is more the approach of the 
Commission was such that their scheme while it meant 
a transfer of financial resources to the extent of Rs, 20 
crores per annum to the State Governments in India, 
Bombay State was alone singled out for an annual loss 
in revenue to the extent of Rs, 35 lakhs. 

31. Even taking into account the saving in expenditure 
as a result of the exercise of economy in administrative 
expenditure, but for the adverse financial effects of 
mergers recurrent famine and scarcity conditions and 
constitutional changes since 1950, there would have been 
a betterment in the financial position to the extent of 
at least Rs. 5 crores per annum during and since the 
year 1951-52. In spite of these factors, however, the 
budgetary position of the Government has shown com¬ 
mendable resilience and it has been possible for the 
Bombay Government to increase the size of their develop¬ 
ment expenditure from year to year. 

32. The aggregate expenditure of Rs. 456-5 crores dur¬ 
ing the seven years 1947-48 to 1953-54, has been financ¬ 
ed from receipts of (1) taxes, fees and other charges; 
(2) open market borrowing; (3) Central grants; (4) 
Central loans and (5) deficits met by withdrawals from 
the State Development Fund, the special Development 
Fund and the general balances of the State. The share 
of each of these resources in financing the expenditure 
during the seven years 1947-48 to 1953-54 is as follows: 

Table 6. —Sources of Financing Aggregate Expendi¬ 
ture 1947-48 to 1953-54. 


Rupees in crores 

Per cent. 

I. Total expenditure 1947-48 to 1953-54 

456-48 

100 

II. Receipts from taxes, fees and other 

charges. . 

383 71 

84-2 

Of which receipts from tax of revenue 

are. 

299-40 

65-6 

III. Open Market borrowing 

20 -go 

4*6 

IV. Central grants .... 

* 5+7 

32 

V. Central loans .... 

29-89 

6-3 

VI. Receipts in the Milk Fund 

* *’95 

o *5 

VII. Budget deficit met by withdrawals 

from funds ..... 

4.36 

1 2 
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Nearly 90 per cent, of the expenditure of the State 
running into such a substantial sum of Rs. 450 crores in 
the last seven years has been financed from the owned 
resources of the State. 


33. Total Additional Taxation .—The State Government 
simultaneously with the decrease in the burden of taxa¬ 
tion due to prohibition policy has more than recouped 
the loss by other additional taxation measures more 
equitable in character. The tax on general sales first 
levied in 1946 has been more and more fully exploited. 
Additional taxation has been imposed during the post¬ 


war period in the years 1948-49, 1949-50, and 1952-53. The 
financial effects of these additional taxation measures 
are indicated in Table 7. From the gross additional taxa¬ 
tion in each year, the reduction in the burden of excise 
taxation as a result of prohibition has been deducted. 
It will be seen from the statement that during the seven 
years 1947-48 to 1953-54 the Government of Bombay have 
imposed a gross additional taxation of Rs. 87*9 crores 
which reduced by the reduction in the burden of excise 
taxation comes to a net additional tax burden of Rs. 36-2 
crores. The receipts from additional taxation have great¬ 
ly helped the finances of Post-War Reconstruction and 
Planning activities. 


Table 7. — Receipts from Additional Taxation since 

1946 


(Rupees 

in lakhs.) 


1947-48 

Accounts 

1948-49 

Accounts 

1949-50 

Accounts 

1950-51 

Accounts 

Accounts 

1952-53 

Revised 

Estimates 

1953-54 

Budget 

Total 
1947.48 
to 1953-54 

General Sales ...... 

4,66 

6,23 

12,66 

14,61 

12,02 

11,00 

14,17 

i 5>35 

Increase in the Sales Tax on Motor Spirit 


20 

20 

20 

20 

60 

1,20 

2,60 

Stamps Duties on Bullion—Transactions (For¬ 
ward Markets). 


*• 

18 

22 

25 t 

19 

24 

1,08 

Stamp Duties on Cotton Transactions 


15 

I* 

I 

Nil 

3 

15 

35 

Stamp Duties on Edible Oils, Artificial Silk, 
Yarn and Spieces. 


** 


I 

5 

6 

6 

18 

Receipts from the Newspaper Advertisement 
Tax. 


*• 

IO 

IO 

5 + 

3 

2 

30 

Duty on Electricity ..... 



60 

60 

60 

65 

65 

3,*° 

Increase in the Betting Tax 


20 

20 

20 

20 

20 

20 

1,20 

Increase in the Entertainment Duties 


15 

l 5 

l 5 

20 

20 

20 

1*05 

Receipt from the Sugar Cane Cess Act, . 



97§ 

47 

36 

50 

42 

2,72 

Gross Additional Taxation 

4,66 

6,93 


16,57 

i 3>93 

13.46 

! 7 > 3 i 

87.93 

Reduction in the burden of Excise/Taxation 

1,24 

3,32 

5,43 

9.95 

IO >33 

IO >77 

10,63 

51,66 

Net additional taxation . 

3,43 

3,61 

9,64 

6,62 

3.60 

2.69 

6,69 

36,27 

♦Due to the stoppage of the forward market in cotton, 
half of i95»-53- 

stamp duties were realised only 

on ready transactions. The transactions 

have b<*en allowed to restart 

in the latter 


fBased on Monthly Reports of Receipts from Superintendent of Stamps. 

J Advertisement tax has been abolished with effect from ist April 1951 following the Central enactment, The receipts for 1951-52 are for collection of arrears. 

§This includes collection for 194.8-49 also, 

|[For each of the years 1947-48 to t 949 - 5 ° loss by prohibition has been estimated by calculating the difference between receipts in 1946-47 and the receipts in each of 
the above years. For each of the years 1950-51 to 1953-54 the loss has been calculated by estimating the difference between Rs. 11.75 crores^.*'.*. probable revenue 
including merged areas—and the receipts of each of these years. 


Table 8. —Tax and Non-Tax Revenue whithin the Revenue Account , 1939-40 to 1953“5 

(Rupees in lakhs.) 



Year 

State 

Taxes 

State 

share of Total 
centrally Tax 
collected Receipts 
Taxes 

Receipts 
Interest from 
Receipts State 
Enter¬ 
prises 

Fees 

Rents 

Other 

Miscel¬ 

laneous 

receipts 

Grants 
from the 
Govern¬ 
ment 
of India 

Total Total Revenue 
Non- receipts 

Tax 

receipts 


1 

* 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

1939-40 


9.09 

80 

9,89 

78 

71 

30 

18 

81 

27 

3>°5 

12,96 



(70-4) 

(6 • 1) 

(76-5) 

( 6 -i) 

(5-4) 

(2-3) 

(1 - 4 ) 

(6-3) 

(20) 

(33 ‘5) 

(100 per cent.) 

1946-47 

• 

22,83 

6,28 

29,11 

72 

3,87 

64 

24 

2.59 

1,05 


38,22 



(60-7) 

(165) 

(77-2) 

(91) 

(9-1) 

(i- 6 ) 

(0-7) 

(6-7) 

(2-8) 

(22-8) 

(100 per cent.) 

»950-5 1 

■ 

35.09 

IO ,74 

45,83 

1,22 

5,36 

99 

32 

4,40 

1,93 

14,22 

60,05 



(58 5) 

(i7>9) 

(76-4) 

(2-o) 

(8-9) 

(i-7) 

(o-5) 

(7-3) 

(3-2) 

(23-6) 

(100 per cent.) 

1951-53 

* 

33>°6 

n.52 

44,58 

80 

5,i5 

1,00 

33 

6,07 

2,33 

15,68 

60,26 



(54 8) 

(19O 

(73 9) 

(' 3) 

(8-6) 

(i' 7 ) 

(o‘5) 

(101) 

(3 9) 

(26-1) 

(100 per cent.) 

1952-53 

• 

32,27 

13.03 

45,30 

65 

4,45 

i,n 

34 

7,16 

i,99 

16,70 

62,00* 

(R. E.) 

. 

• ( 52 -i) 

(21-o) 

(73-i) 

(1 ' 0 ) 

( 8 - 7 ) 

(i-8) 

(o- 6 ) 

(1 * ' 5 ) 

( 3 ’2) 

(269) 

(100 per cent.) 

1953-54 

. 

37.07 

12,14 

49,21 

69 

5,79 

1,09 

35 

5.76 

3,36 

17,04 

66,25* 

(B. E.) 

* 

• (56 6) 

(18- 4 ) 

(74 4 ) 

(10-4) 

(8-7) 

(i-6) 

(o-6) 

(8-6) 

( 5 '°) 

(25-6) 

(100 per cent.) 


♦Receipt# include net profits of S. M, P. Scheme. They are excluded form the revenue account in the published Budget Memorandum after t|ie Milk Fund wai 
established, and credits accrued in x© 5«-53 (R.E.) and 1053*34 (B.E.), 
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Table 8 gives the break up of the annual current 
receipts on revenue account excluding withdrawals from 
funds included in the revenue account 1946-47 and for 
each of the years 1950-51 to 1953-54 (budget). The 
receipts also include for the years 1952-53 and 1953-54 
the profits of the State Government from the sale of 
skimmed milk powder which are no longer included in 
the revenue account but are separately shown as receipts 
in the Milk Fund. The break up of receipts has been 
shown under receipts from (a) tax revenue and (b) non¬ 
tax revenue. The tax revenue has been further classified 
into (1) receipts from taxes levied by the State Govern¬ 
ment and (2) receipts from the State share in Cqptrally 
collected taxes. The non-tax receipts have been classified 
into (i) interest receipts from loans given by the State 
Government to cultivators, local authorities etc. and (ii) 
receipts from State enterprises, (iii) fees, (iu) rents, (u) 
Central grants and ( vi) other miscellaneous revenue 
Trends in tax and non-tax revenues are as follows, 

VII. Tax Revenue. 

34. Tax Revenues .—Tax revenue has increased from 
9*9 crores in 1939-40 to 29T crores in 1946-47 and to 
Rs. 49*2 crores in 1953-54 after the mergers. Tax revenue 
during the pre-war period, war period and the post-war 
period has contributed about three-fourth of the annual 
current revenue. The proportion of receipts from taxes 
levied by the State Government to total current revenue 
has, however, fallen from 70 per cent, in 1939-40 to 
56 per cent, in 1953-54. 

35. Share in Centrally Collected Taxes .—Correspond¬ 
ingly the receipts from the State share of centrally 
collected taxes has increased from 6 per cent, of the 
total revenue in 1939-40 to 18*4 per cent, in 1953-54, The 
State share in centrally collected taxes consists of (i) 
share* in the net proceeds of taxes on incomes other than 
the corporation tax, (ii) compensation up to the year 
1952-53 in lieu of non-taxation of sales of tobacco, and 
(iii) during the years 1952-53 and 1953-54 and after the 
State share in Union excise duties. The receipts from 
the Central Road Fund though they are allocated from 
the Central receipts of the petrol tax have been included 
under Central grants because the allocation from year 
to year does not follow directly from Central receipts 
but according to approved expenditure of the State 
Government from funds available in the Central Road 
Fund credits in favour of the State Government. Prior 
to the partition up to August 1947, according to the 
Niemeyer Award, the Government of Bombay used to 
receive 20 per cent, of the total States’ share in the net 
proceeds of taxes on incomes other than the corporation 
tax levied in the Part A States exclusive of merged 
areas. After the partition the share of the Bombay Gov¬ 
ernment was increased to 21 per cent. As a result of the 
increased from Rs. 55 lakhs in 1939-40 to Rs. 6:24 lakhs 
inflationary rise in prices and also due to the upward 
revision of rates of income tax during the war and post¬ 
war years the receipts of the Government of Bombay 
increased from Rs. 55 lakhs in 1939-40 to Rs, 6,24 lakhs 
in 1947-48. After the partition, the State share was 
increased to 21 per cent, and the receipts increased from 
Rs, 6*2 crores in 1947-48 to Rs. 10*9 crores in 1951-52. 
As a result of the recommendation of the Finance Com¬ 
mission, the share of the Bombay Government in the 
net proceeds of taxes on incomes other than the corpora¬ 
tion tax of Part A and Part B States has been fixed at 
17*5 per cent. Because of the increase in the actual 
divisible receipts, the State revenue of the Bombay 
Government in 1953-54 shows only a small decline. There 
is no doubt, however, that because of the recommenda¬ 
tion of the Finance Commission the normal income tax 
revenue of the Government will be reduced by Rs. 1*5 
crores per annum. In the pre-war years the Government 
of Bombay used to levy its own sales tax on tobacco. 
The Government of India imposed Central Excise duty 
on tobacco with effect from the 1st April 1943 and desired 
the Government of Bombay to withdraw its taxation of 
tobacco in return for an annual compensation which 
was fixed at Rs. 29 lakhs. With the increase in the Cen¬ 
tral recipts of excise on tobacco, the annual compensa¬ 
tion was increased to Rs, 54 lakhs in 1950-51, As a result 
of the recommendation of the Finance Commission the 
compensation paid to the Bombay Government has been 
discontinued with effect from the year 1953-54. The 
Finance Commission have recommended that 40 per cent, 
of the net proceeds of the Union excise duties on tobacco 
including cigars, cigarettes, etc., matches and vegetable 
products should be allocated to the States. Bombay State 
has been assigned 10*37 per cent, of the State share 
in the net proceeds. As a result, in 1952-53 and 1953-54 
the Government of Bombay will receive an annual 
revenue of Rs. 1*8 crores. As against this, an annual 
subsidy of over Rs. 1 crore paid to the Bombay Govern¬ 
ment because of the mergers has been discontinued with 
effect from 1952-53. 

36. State Tax Revenue .—Statement IV gives a break 
up of the receipts from individual tax resources of the 
States for each of the years 1937-38 to 1953-54. State¬ 
ment V gives the same break up in terms of percen¬ 
tages to total revenue, while Statement VI indicates the 


share of each tax resource as a percentage of total an-* 
nual tax revenue for the past 14 years. Ordinarily, 
Forest revenue is included in State Budgets among the 
sources of tax revenue but in this Memorandum forest 
revenue has been included among the receipts from 
State Commercial enterprises. Excluding forest reve¬ 
nue, the recipts from taxes levied by the State Govern¬ 
ment increased from 9 crores in 1939-40 to Rs. 22*8 
crores in 1946-47 and to Rs. 37 crores in 1953- 
54, In the pre-war period the major source of taxa¬ 
tion was land revenue which used to yield 33 per cent, 
of the total tax revenue. State excise used to contribute 
about a fifth. The proportion of land revenue to total 
tax revenue has since gone down even though the 
receipts from land revenue have increased from Rs. 3*5 
to Rs. 4 crores to about Rs. 6*5 crores after the mergers 
in 1949-50. In 1953-54 the land revenue accounts for only 
l/8th of the total tax revenue. The receipts from State 
excise increased during the war years from Rs. 2 crores 
in 1939-40 to Rs. 9-7 crores in 1946-47, State excise was 
the largest single source of State Tax revenue during 
the war years and contributed 33 per cent, of the total 
State tax revenue. Since 1947-48 the importance of State 
excise has gradually dwindled as a result of the prohibi¬ 
tion policy. During post-war period pride of place has 
been taken by the sales tax. Starting with a modest 
income of about Rs. 1 crore in 1946-47 the receipts from 
sales tax have increased to nearly Rs. 14 crores in 1953-54 
and account for over a fourth of the annual State tax 
revenue today. 

During the post-war period the following additional 
taxation measures have been levied by the Government 
of Bombay during the years 1946*47, 1948-49, 1949-50 and 
1952-53 : — 

Estimate of 

Items of additional taxation annual yield 

1953-54 
(Rs. in lakhs.) 

Levy of sales tax—1946-47 with subsequent changes 14,00 

1948-49 and 1949-50 and 1952-53, 

Increase in the sales tax of petrol—1948-49, 1952-53 , 1,20 


Levy of a cess on sugarcane ..... 45 

Levy of electricity duty on power 1948-49 . . 65 

Stamp duties on forward markets in bullion cotton, 47 

edible oils, artificial silk yarns, spices, etc., 1948-49 
1 949-5° and I 95°"5 I * 

Increase in betting tax 1948-49 . . 20 

Increase in entertainment duties 1948-49 ... 20 


A tax on newspaper advertisements to yield a revenue 
of Rs. 10 lakhs per annum was imposed in 1949-50 but 
it has been withdrawn as a result of constitutional pro¬ 
visions since 1951-52, Excluding Forest receipts tax 
revenue in 1953-54 amounts to Rs. 49*21 crores or 
Rs. 13-11-2 per capita . Of this State tax revenue contri¬ 
butes Rs. 37.07 crores of Rs. 10-4-9 per capita. Both the 
total tax revenue per head as well as the State tax 
revenue per capita are the highest among all the States 
in India. Of the 17 different tax resources at present 
exploited by State Governments, the Government of 
Bombay has already tapped fifteen except the tax on 
Agriculture incomes and a tax on Trades, professions 
and callings. The former looking to the available revenue 
particularly after the abolition of alienations in this 
ryotwari State of small peasant proprietors is unsuitable 
while the latter has at present been left to the local 
authorities. While all the States except Madras, Sau- 
rashtra, Bombay and to some extent Madhya Pradesh, 
resort of greater use of excise taxation, there are a 
number of taxes levied by this Government which are 
not common in other States. The Government of Bom¬ 
bay levies (i) Stamp Duties on Forward Markets in 
Stocks and Shares, Bullion, specie and commodities like 
cotton, spices, oilseeds and artificial silk yarn, as well as 
(ii) a tax on electrical energy used for industrial pur¬ 
poses, while other States do not levy such taxes. Except¬ 
ing Punjab, no other State levies an urban immoveable 
property tax levied by this Government. From the above 
taxes the Government of Bombay derives an annua] 
revenue of nearly Rs. 3 crores per annum. 


37. Prospects of raising additional tax revenue.— Look¬ 
ing to the post-war period it may be said that the sales 
tax, the tax on electrical energy used for industrial 
power, stamp duties on forward markets and the cess 
on suagreane are newer taxes. It is considered that the 
levels of taxation in Bombay State looking to the eco¬ 
nomic conditions in 1953-54 suggest that the safe limits 
for tapping optimum taxable capacity have been reach¬ 
ed in the case of the existing taxes. It is possible to 
increase receipts from taxation in some small measure 
by (1) implementation of the recommendations of the 
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Court Fees Enquiry Committee, as for example, increase 
in the court fees on suits on the original side of the 
High Court; or (2) extending the urban immovable pro¬ 
perty tax to all the towns and cities with a population 
of over one lakh persons. The additional revenue from 
such measures, however, is fairly small in relation to 
the annual revenue of the Government. Any further 
increase in the taxes on motor vehicles, motr spirit, en¬ 
tertainment tax or the betting tax would be inequita¬ 
ble and burdensome under the existing economic con¬ 
ditions, Theoretically it is possible to raise additional 
revenue from a comprehensive multi-point sales tax 
with a few or no exemptions levied at all stages of sale. 
Such a tax, however, will not be suitable to the existing 
conditions of trade and industry in the State. After the 
implementation of the prohibition policy for a number 
of years and looking to the socio-economic benefits that 
it has meant to the people going back on the policy is 
both undesirable and unthinkable. Tax revenue of the 
State will increase by about Rs. 1 crore as a result of 
the legislative measures recently undertaken to abolish 
all concessions in the land revenue alienations, watans, 
mams, etc. While the prospects of increasing State tax 
revenue are thus limited, some additional revenue is 
likely to be received from the Government of India's 
proposed legislation to levy an estate duty. A number 
of taxes are at present included in the Central List the 
receipts from which would go to the State Governments. 
These taxes mentioned in article 269 of the Constitution 
are the following: — 

(a) duties in respect of succession to property other 
than agricultural land ; 

(b) estate duty in respect of property other than 
agricultural land 

(c) terminal taxes on goods or passengers carried 
by railways, sea or air ; 

(d) taxes on railway fares and freights ; 

(e) taxes other than stamp duties on transactions in 
stock exchange and future markets ; 

(f) taxes on the sale or purchase of newspapers and 
on advertisement published therein. 


On a number of occasions State Governments have 
requested the Centre to pass the necessary enabling 
legislation for levy of teminal taxes and taxes by way of 
surcharge on railway fares. Apart from the' levy of 
estate duty, the Government of India have not passed 
the necessary enabling Central legislature in respect of 
the above taxes for the financial benefits of the State 
Governments. In the opinion of the Government of 
Bombay, taxes on the sale of newspaper advertisements 
are a legitimate tax. It would appear that the prospects 
of a further increase in receipts from taxation in a State 
like Bombay are dependent on Central legislation. 


VIII. Non-Tax Revenue. 

38. The non-tax revenue which amounts to about one- 
fourth of the annual receipts on revenue account consists 
of— 

(1) Receipts from State enterprises. 

(2) Interest. 

(3) Fees. 

(4) Rents and other Miscellaneous receipts. 


39. Commercial Enterprises.— The receipts from State 
enterprises which account for about 8 per cent of the 
annual revenue in 1953-54 consist of receipts from— 

(i) Government irrigation works ; 

(ii) Government forests ; 

(iii) Profits from the sale of skimmed milk pbwder, 

(iv) Interest or dividend on the Capital advanced to 
the State Transport Corporation ; 

(v) Net receipts exclusive of working expenses of 
State electricity undertakings; and 

(vi) Receipts from State public health water supply 
works. 


The table 9 indicates the share of each of individual 
commercial enterprises for the last two years. 

Table 9. —Receipts from Commercial Enterprises . 


Items 

(Rupees 

Year 

1952-53 

in lakhs.) 
Year 
* 953-54 


(R.E.) 

(B.E.) 

Receipts from forests .... 

315 

321 

ReceipTs from Irrigation Works 

72 

70 

Electricity schemes, Net receipts 

7 

24 

Public Health Water Supply Works 

37 

34 

Interest receipts from the Housing Board . 

29 

11 

Interest receipts on the State Transport 
Corporation* 

21 

21 

Profits from the Skimmed Milk Powder 
scheme. 

64 

98 

Total . 

545 

597 


40. Forests. —The total forest area in the State is esti¬ 
mated at 18*6 thousand square miles or one-sixth of the 
total area of the State, Revenue from forests is derived 
by the sale ot forest produce extracted by the Forest 
Department and by the auction sales of extraction rights 
of prescribed forest area to private parties. The tgble 10 
indicates the receipts from the sale of different items 
of forest produce in the years 1952-53 and 1953-54— 


Table 10 .— Sale of Forest Produce. 



(Rupees 

in lakhs.) 


Year 

Year 


*952-53 

(R.E.) 

*953-54 

(B.E.) 

Sale of Timber ... * 

247 

260 

Firewood and Charcoal 

23 

21 

Bamboos * . , 

5 

5 

Sandalwood .... 

6 

6 

Grass ...... 

5 

5 

Other minor forest produce 

12 

12 

Total 

, 298 

309 


The annual forest revenue of the Bombay Government 
increased from Rs. 39 lakhs in the pre-war period of 
Rs. 230 lakhs in 1948-49 before the merger, because of 
the increase in the quantum of extraction of forest 
produce as well as the increase in the sale value of the 
produce at auctions. As a result of an addition of 5*8 
thousand square miles of forest area by the merger, forest 
revenue has increased by Rs. 1 crore. In the forest areas 
of the State reside over 2 million Adivasis who were 
hitherto being exploited by forest contractors. Govern¬ 
ment has^ now decided to encourage the formation of 
Co-operative societies among Adivasis for the purpose 
of extracting forest, produce for their own benefit. In 
1951-52, 180 forest coupes were reserved for extraction 
by Adivasis Co-operative Societies. Further, it has been 
found necessary to follow a policy of conserving forest 
resources, after the war-time over extraction of forest 
produce, least a further continuation of the latter policy 
should result in adverse effects on climate and rainfall 
of the State. The reservation of a particular quantum 
of forest area for Adivasi Co-operative Societies, the 
reduction in the quantum of extraction of forest produce 
and fall in timber prices, have led to a reduction of 
Rs. 53 lakhs in forest revenue from Rs, 3-74 crores in 
1950-51 to Rs. 3*21 crores in 1953-54 (Budget). 

41. Irrigation.—The receipts from irrigation works 
consist of receipts from works for which capital ac¬ 
counts are kept and those for which no capital accounts 
are kept. The receipts are exclusive of working ex¬ 
penses but do not provide for the outstanding interest 
on the sum at charge. The receipts from irrigation 
works for which capital accounts are kept amount to 
about Rs, 52 lakhs per annum while those for which no 



capital accounts are kept amount to Rs. 19 lakhs. In 
1950-51 for which the profit and loss data of irrigation 
works have been compiled, the accounts indicate that 
on the major works if interest on the sum at charge as 
well as working expenses were deducted, Government 
incurred a net loss of Rs. 24 lakhs. This is bcause from 
the financial angle, the major irrigation works of Ihe 
State are unproductive and the receipts from water 
rates do not cover all the working expenses and interest 
charges. As a result of the recommendation of a Sub¬ 
committee appointed in 1948, Government has now de¬ 
cided to levy an irrigation cess on the area under com¬ 
mand of the irrigation works. It has also been decided 
to levy betterment charges on major irrigation works 
which are at present under construction. With the ge¬ 
neral increase in water rates that has been undertaken 
in the last two years as well as expected receipts from 
the irrigtion cess, it is hoped, that hereafter it will be 
possible to operate the irigation works on a no profit 
no loss basis. 


42. Electricity .— The Supply of electrical energy 
from the Electric Grid Schemes has commenced only 
recently. For the present, the receipts largely consist of 
the net receipts exclusive of working expenses from the 
North Gujarat Electric Grid Scheme. Apart from the 
Grid Schemes, Government also owns 17 electrical under¬ 
takings owned by the merged States like the Rajpipla 
Power House, the Kolhapur House, the Himatnagar 
Power House, etc. The receipts from these power hou¬ 
ses taekn together however barely cover th working 
expenses. If the existing conditions of price levels con¬ 
tinue for the next few years, it is possible that the ele¬ 
ctricity schemes after their completion by 1955-56 may 
give a net annual revenue of half a crore of rupees. 

43. Water Supply Works .—A major portion of the 
receipts from the Public Health Water Works is derived 
from the Poona Cantonment Water Works (Rs. 14 lakhs) 
the Ambernath Water Supply Works (9 lakhs) and the 
Kolhapur Water Works (2 lakhs) and the rest comes from 
Smaller Water Works owned by the former merged 
States. 


State Corporations .—With the establishment of the 
Bombay Housing Board and the Bombay State Transport 
Corporation the finances of these two enterprises have 
been separated from the State Budget. The Government 
of Bombay now receives only interest on the capital 
advanced to these Corporations. Up to the 31st March 
1953, the Government of Bombay has advanced a sum 
of Rs. 6*2 crores to the Bombay State Transport 
Corporation. When the'Scheme was started it was hoped, 
that the nationalisation of passenger transport would 
become a source of substantial non-tax project revenue 
to the State Budget. This explicit action pas however 
not materialised so far and even the receipts by way of 
interest or by way of other service charges rendered by 
the P. W, D. are in practice ploughed back to increase the 
capital resources of the Corporation so as to enable them 
to extend their operations. This has been found neces¬ 
sary because of the unavoidable increase in the working 
expenses of the Corporation which has made it difficult 
for that body to extend its operations from the annual 
profits. 


44. Skun Milk Powder .—In 1945 the Government of 
India had surplus stocks of skimmed milk powder which 
were transferred to the Bombay Government as a war 
disposal. The Government of Bombay had under 
consideration extensive schemes to improve the milk 
supply position in Greater Bombay. A scheme was 
evolved whereby the use of fresh milk was prohibited 
in the preparation of tea, coffee and other milk prepara¬ 
tions in hotels and restaurants and the use of skimmed 
milk powder was substituted in its place. The sale of 
skimmed milk powder imported from abroad from 
countries like Newzealand and Australia was made a 
Government monopoly. The selling rate was kept at 
Rs. 1-12-0 to 2 per lb, against a purchase cost varying 
between 12 annas to a little over Rupee 1 per lb. As a 
result on an annual consumption of about 3,000 tons, 
Government has been able to make substantial profits. 
Since the inception of the scheme to the end of 31st 
March 1953, the scheme has yielded a net profit of about 
Rs. 3 r 5 crores. Up to the year 1950-51, the receipts from 
the milk scheme used to be part of the general revenues. 
During the financial year 1951-52, Government have 
established the Bombay State Milk Fund to which the 
net receipts pf the scheme are being credited. The fund 
is being utilized to meet the capital expenditure on the 
Aarey Milk Colony, and is also available to meet losses 
if any on the running of the Milk Distribution Scheme. 

45. Interest Receipts .—Outside the interest received 
from the Bombay State Transport Corporation and the 
Bombay Housing Board, the other interest receipts which 
account for a revenue of about Rs. 70 lakhs consist of 
24 —l T.E. Com.(N*D.)/55. 


interest on loans to the Bombay Corporation (Rs. 18 
lakhs) and interest realised on investment of State ba¬ 
lances (Rs. 31 lakhs) as well as interest on loans to 
including medical colleges give an annual revenue of 
cultivators, co-operative societies, etc. The rate of 
interest charged on loans given by Government depends 
on the rate of interest at which Government is able to 
borrow money from the money market and the Govern¬ 
ment of India, In deserving cases, concessions of interest 
are also given. 

46. Fees .—The annual receipts from fees account for 
about 1*05 per cent, of the annual revenues. The fees 
received from institutions Secondary Schools and Colleges 
about Rs. 28 lakhs. An annual revenue of Rs. 40 lakhs 
is obtained from fees under the Factories Act Control 
Orders fees for the registration of Trade Unions receipts 
under the Weights and Measures Act and other licence 
fees. The rest of the receipts under fees come from 
judicial fees outside stamp duties and court fees, fees 
charged by the Agricultural Department and other mis¬ 
cellaneous receipts. 


47. Miscellaneous Receipts .—The Miscellaneous receipts 
which account for a revenue of Rs. 5-76 crores or about 
8 per cent, of the annual revenues include receipts from 
magisterial and other fines (Rs. 80 lakhs). Sale proceeds 
of jail manufactures, sale proceeds of Sera and vaccine 
and other medicines, sale proceeds of Gazettes and other 
Government publications (Rs, 60 lakhs), charges for 
service rendered by the Department of Agriculture on 
various Grow More Food Schemes, Government Trans¬ 
port Service, etc. (Rs. 70 lakhs) and other miscellaneous 
receipts by way of recoveries of overpayments, temporary 
deposits, etc. 

48. Central Grants—Grants from the Government of 
India .—A total grant of Rs. 3*3 crores or 5 per cent, of 
the annual revenue in 1953-54, consists of Grants from 
the Government of India from the Central Road Fund 
(Rs, 135 lakhs), grants-in-aid equal to the expenditure 
on national highways (Rs. 178 lakhs), grants for the 
Grow More Food Schemes (Rs. 23 lakhs), and assistance 
for expenditure on Scheduled Tribes. Since 1950-51 the 
Government of India have stopped all development 
grants except the grants for the Grow More Food cam¬ 
paign. During the years from 1949-50 to 1951-52 the 
Government of Bombay .used to receive an annual sub¬ 
sidy of about Rs. 1-4 crores in lieu of the federal reve¬ 
nue gap caused to this Government by the merger of 
States. The subsidy has been discontinued with effect 
from the year 1952-53 as a result of the recommenda¬ 
tions oT the Finance Commission. 


IX. Public Debt. 

49. The Public debt of the State has increased during 
the post-war period but in much less than the increase 
in thfe annual current receipts on revenue account. The 
net interest charges in 1937-38 claimed 6 per cent, of the 
annual revenue, up in 1953-54 the net interest charges 
amount to only 2 per cent, of the annual revenue. 
Table 11 indicates (i) the total outstanding debt, (ii) the 
total outstanding loans advanced by the Government of 
Bombay, to Municipalities, municipal corporations, other 
local authorities, the Bombay Housing Board, the Bom¬ 
bay State Transport Corporation Cultivators and Co¬ 
operative Societies, (iii) the net outstanding debt, and 
(iv) the net interest obligations related to the annual 
revenue during 1937-38, 1945-46 and 1953-54. 

Table 11 

(Rupees in lakhs.) 


Public Total and net 
Debt Debt 


As on As on As on 
ist April 1st April 1st April 
J 93 8 * 94 ^ 1954 


(i) Total Outstanding Public Debt . 

32,40 

27*09 

69,89 

(2) Outstanding Loans to Municipali¬ 
ties and Municipal Corporation 
Societies, Bombay Housing 

Board, B.S.T.C., etc. 

*5*23 

io,8o 

28,44 

(3) Net Outstanding Debt 

17*17 

16,29 

4 ',45 

(4) Current annual receipts on re¬ 
venue accounts. 

2,04 

38,78 

6 i ,97 

(5) Net Interest Obligation * . 

75 

52 

1,30 

(6)Interest as per cent, of net Debt. 

6*2% 

1 - 3 % 

2% 
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The net outstanding debt in 1953-54 of Rs. 41-4 crores is 
66 per cent .of the annual revenues. During the post-war 
period the Government of Bombay has raised by public 
borrowing from the money market a total amount of 
Rs. 20*9 crores. During the year 1951-52, Government 
raised an amount of Rs, 68 lakhs by a local loan in the 
Surat District for financing the 1st stage of the lower 
Tapi Valley project. The experiment of raising a local 
loan has not, however, been as successful as it was 
hoped for because Banks could not be allowed to contri¬ 
bute to the loans and interest .on investments in the local 
loans were not allowed to be free from income tax as is 
done in the case of other public loans. During the period 
1949-50 to 1952-53, the Government of Bombay has 
received a total central loan assistance of Rs. 17-8 crores. 
Of this sum an amount of Rs. 9 crores has been received 
for expenditure on displaced persons Rs. 1*7 crores for 
housing and Rs. 40 lakhs for the Bombay Municipal 
Corporation and the balance for development schemes 
between 1949-50 and 1952-53. 


Even excluding the physical assets like irrigation 
works, electricity plants, buildings, etc., the total 
monetary interest yielding assets of the State in 1953-54 
are estimated at Rs. 89-1 crores. The interest yielding 
assets exceed the interest bearing obligations of Rs. 74*2 
crores by Rs. 14*9 crores. This indicates that the financial 
position of the State is inherently sound and is capable 
of bearing the burden of substantial additional borrow¬ 
ing. 


X. Prospects of Financing the State Five-Years Plan 

50. The Government of India and the State Govern¬ 
ments have accepted the responsibility of implementing 
the Five-Year Plan in the country as a whole estimated 
to cost Rs. 20.697 crores during the period 1951-52 to 
1955-56. Of this financial provision, the State Govern¬ 
ments are expected to spend Rs. 829 crores and the 
Bombay Government Rs. 146 crores. The expenditure 
of Rs. 146 crores in the Plan for Bombay State is outside 
the expenditure on Community Projects, National Exten¬ 
sion Service, Industrial Housing and Scarcity Minor 
Irrigation Works of 1952 and 1953, financed by Central 
Plan assistance over and above the Plan assistance. 
Excluding central assistance, the State Governments are 
to find their own resources fcfr a sum of Rs. 532 crores 
and the Bombay Government Rs. 130 crores. Recently, 
the Planning Commission reviewed the progress in 
financing the plan by the Central and the State Govern¬ 
ments during the years 1951-52 and 1952-53. It appears 
that while the Central Government has been able to find 
the necessary financial resources as targetted all the 
State Governments have not been able to do so and 
there have been substantial short falls. While the State 
Governments arc expected to provide Rs. 532 crores from 
their own resources during the five-year period, in the 
first two years, they have been able to raise only Rs. 101 
crores or less than !/5th of the targetted amount in 
2/5th of the targetted time. 


In Bombay State, of a total sum of Rs. 146 crores, 
financial provision for Rs. 83 crores has been made by 
the Government of Bombay on the State Five-Year Plan 
during the first 3 years 1951-52 to 1953-54 as follows ; — 



Year 

(Rupees in crores) 
Expenditure 
,, on State Plan 
Schemes 

1951-5* • 

• 

23 1 

1952-53 (Revised Estimates ) 

29 m 

1953-54 (Budget) 


30-8 
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An amount of about Rs, 64 crores remains to be pro¬ 
vided in ihe remaining two years of the plan which 
means finding on an average a sum of Rs. 32 crores for 
each of the years 1954-55 and 1955-56. From the financial 
provision made in 1953-54, one can say that the task is 
not. impossible of achievement. The progress of financial 
provision made in the first three years also obviously 
indicates that the short fall, if any, in incurring the 
targetted expenditure on the State Five-Year Plan will 
be very small in relation to the size of the envisaged 
expenditure. 


The Five-Year Plan of Bombay State has been drawn 
up in consultation with the Planning Commission after 
a detailed review of the financial position of the Bombay 
Government. When the plan of Rs. 146 crores was drawn 
up, financial resources for the same were expected to 
be found from the following sources : — 


(Rupees in 
crores) 

(1) Saving from Receipts on Revenue ac- 70 

count exclusive of additional taxation 

after 1951-52. 

(2) Receipts from Additional Taxation 23-5 

after 1951-52 thorught following mea¬ 
sures 

A— -Receipts through Central Legis¬ 
lation 

(1) Share in Estate Duty 4*5 

(2) Central legislation for Sales Tax 

on Goods (entering into) inter- 4 

State Trade. 


8*5 


B—Receipts through State Levies:— 

(1) Surcharge on Land Revenue at 9 

a flat rate plus a graded levy. 

(2) Changes in the Sales Tax Act . 6 


15° 


(3) Loans from the open market and with- 30 

drawal from reserves, 

A—Loans ..... 25 

B—Withdrawal from funds . . 5 

Utilisation of liquid Assets of Merged 3 

Areas. 

(5) Deposits and other receipts on Capital 

Account. 5 

(6) Assistance from the Central Government 16 


Total . 147-5 


The actual use of resources has not been along the 
same lines as targetted. Table 12 indicates the actual 
use of each of the resources envisaged above in financing 
the State plan expenditure during each of the years 
1951-52, 1952-53 and 1953-54. The statement also shows 
possibilities of meeting the balance of* expenditure 
that remains to be provided during the years 1954-55 
and 1955-56 on the basis of the use of resources during 
1953-54. The last column of the table shows in practice 
how the State Plan is likely to be financed compared 
to the targets in column 2. The Table 12 indicates the 
following trends in the prospective financing of the 
Five-Year Plan compared to the targetted use of 
resources : — 

(i) so far as the diversion of savings from receipts 
on revenue account exclusive of additional taxation 
imposed after 1951-52 is concerned, it appears that the 
annual amount of Rs. 14 crores targetted in the plan is 
being diverted. This shows that there has been no un¬ 
necessary diversion to non-development expenditure. It 
is true, however, that the usual savings from revenue 
available for expenditure on State plan schemes would 
have been larger but for the scarcity and famine condi¬ 
tions that overwhelmed the State in the very first and 
second year of the Five-Year Plan period. As indicated 
at paragraph 29, but for famine and scarcity conditions, 
the State Plan expenditure during 1951-52 and 1952-53 
would have been larger by Rs. 8 crores ; 
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T able 12. — Targeited and Actual Use of Resource in Financing the Five-Tear Plan (<excluding toe Community Project) 

(Rupees in crores,) 



Target 

1951-to 

1956 

Accounts 
1951 to 
1952 

Revised 

Estimates, 

1 952-1953 

Budget 

I 953“54 

Total 

i 95 J -52 

to 

1953-54 

Estimated Prospective 
provision financing of 
in 1954-55 the Plan 
and 1951-52 to 

1955-56 1955-5 6 


I 

2 

3 

4 

5 

6 

7 

8 


i. Savings from Annual Revenue 

70 

13*1 

* 5-5 

H *3 

42*9 

28*6 

71 5 On 

the basis of budge¬ 
tary position in 
1953 - 54 * 

2. Open market borrowing . 

25 

3-7 

3*6 

4 * 5 * 

11*8 

9’0 

20 8 

- 

3. Additional Taxation 

23 5 

•• 

1 0 

40 

5 *o 

n- 5 t 

165 


4. Withdrawals from reserves 

50 

2*0 

2*5 

2*5 

7 *o 

5 *o 

12 O 


5. Withdrawals from departmental 
deposits like State Provident 
Fund, etc. 

5-0 

i-8 

2*0 

I 0 

4.8 

3 *o 

7'8 


6. Withdrawals from liquid assets of 
merged areas. 

3 *o 

o*6 

0*9 

0*5 

a-o 

1' 0 3*0 


7. Central assistance for State Five- 
Year Plan Scheme. 

16 *0 

i-8 

3.6 

4 -o 

8-4 

76 

l6 0 It 

is assumed that the 
Government of In¬ 
dia will be able to 
render the expect¬ 
ed central assistan¬ 
ce of Rs. 16 crores. 

Total resources for the Five-Year 
Plan Scheme. 

>47 5 

23 *0 

29*1 

30-8 

82 *9 

62*2 

i48 6 



•The actual open market borrowing in 1953-54 has yielded Rs. 5 -5 crorei. An amount ofRs. 1 croreout of this aum ia however earmarked as loan to the State Trans¬ 
port Corporation which doe» not enter in tine budgeted plan expenditure. 

tit is assumed that during the Plan period, the State share of the Estate Duty will be Rs. 2 crores, and an amount of Ri. 15 crorei will be received as additional 
Land Revenue because of the recent land reforms measures. 


( ii ) Of a‘ total sum of Rs. 23-5 crores expected to be 
raised through measures of additional taxation after 
1951-52 Rs. 8*5 crores depend, for their successful yield, 
on enabling Central Legislation. The Government of 
India have enacted already the Estate Duty Act which 
has become operative from 15th of October this year. No 
accurate estimate of the annual revenue from the tax 
in the country as a‘whole has yet been made by the 
Government of India. The collections of the Centre 
from the estate duty are to be distributed to the States 
and the basis of distribution has also to be settled. Avail¬ 
able indications show that during the plan period, the 
expected revenue of the Bombay Government of Rs, 4-5 
crores from this source will not.be all realised because 
of the late implementation of the Estate Duty Act and 
the liberal concessions in the initial stages of any legisla¬ 
tion of this kind. At the most, the Government of Bom¬ 
bay may get Rs. 2 to 3 crores in the next two years. 
Central legislation for a sales tax on goods entering into 
Inter-State Trade as visualised by the Commission has 
not been enacted and there are little prospects of its 
being enacted. Thus from an envisaged revenue of Rs. 
8-5 crores dependent on central legislation, the Govern¬ 
ment of Bombay have not got anything up to 1955-54 
and may not get more than Rs. 2 to 3 crores during the 
remaining period of the Plan. 

(in) The State Government itself was expected to raisfc 
Rs. 15 crores by additional taxation. The surcharge on 
land revenue proposed last year has had to be postponed 
in deference to the general desire of the members of the 
Legislature. Though proposals for a surcharge on land 
revenue by recent Land Reforms Acts for the abolition 
nary receipts of Land Revenue will increase by at least 
Rs. 1-5 crores during the Plan Period because of the 
removal of concessions (called alienations) in land 
revenue by recent Land Reforms Acts for the abolition 
of Watans, Inams and Jagirs. One of the measures of 
additional taxation not included in the resources stated 
above, is taxation on motor vehicles. Through taxation 
on motor vehicles, and increase in the sales tax on motor 
spirit, the Government of Bombay will get an additional 
revenue of Rs. 7 crores during the Plan period. The major 
portion of the receipts is ear-marked for road expendi¬ 
ture for which the Five Year Plan lays down the tar- 
getted expenditure of Rs. 11*5 crores. Last year, the 
system of retail sales taxation was changed into a sales 
tax at several stages. Further changes in sales tax law 
have been proposed this year and the sales tax amending 
bill is now before the Select Committee. In 1952-53, on 
account of the late enactment of the Multipoint Sales 
Tax Act and the uncertainty caused by the High Court 
decision in regard to this Act, it was not possible to 
receive any additional revenue from the Sales Tax, over 
and above the receipts in 1951-52. During the three years 
1953-54 to 1955-56, this Government hopes to get Rs. 9 


crores from the general sales tax provided the Bill as 
recently proposed is finally enacted as sales tax law 
with the approval of the Select Committee and the Legis¬ 
lature. The receipts will be lower if there are substantial 
modifications which reduce the incidence of the tax lower 
than what has been proposed in the bill or if sudden price 
changes adversely affect future receipts. It can be said 
therefore that so far as additional taxation is concerned, 
the State part of revenue expected from additional taxa¬ 
tion will be fulfilled while the envisaged resources 
depending on central legislation may not materialise, and 
the gap will have to be filled in from other resources. 

(iv) From open market loans, the Government of Bom¬ 
bay is expected to raise an annual sum of Rs. 5 crores. 
During the years 1951-52 to 1953-54, the State Govern¬ 
ment have raised a total sum of Rs. 12*8 crores of which 
Rs. 1 crore has been - specifically earmarked for being 
handed over to the State Transport Corporation. Exclud¬ 
ing the latter, open market borrowing falls short of the 
target by Rs. 3*2 crores during the first three years and 
for the plan period as a whole there may be a short fall 
of aobut Rs. 4 crores. 

( v ) For financing planning and post-war reconstruc¬ 
tion schemes, the State Government had Rs. 13*2 crores 
in the State Development Fund and a sum of Rs. 1 crore 
in the Special Development Fund at the end of 1950-51. 
The short falls in borrowing and additional taxation 
indicated above are being filled in as far as practicable 
by way of withdrawals from these funds. The Special 
Development Fund is already exhausted and at the 
present rate of withdrawals, about Rs. 10 crores out of 
Rs. 11*2 crores may be spent from the State Development 
Fund during the plan period. This, however, would mean 
that the State Government will have less liquid resources 
for the next Five Year Plan beginning with 1955-56. The 
situation however would be considerably relieved if the 
monsoons in 1954-55 and 1955-56 are as favourable as 
the current season ; because in that case decontrol would 
come by the end of 1955-56, and a sum of Rs. 12 to 15 
crores continuously blocked up as working capital of the 
existing food rationing schemes would be released for 
development expenditure. 

(vi) The liquid assets of merged areas estimated at 
Rs. 3 crores are being earmarked for expenditure on 
specific merged areas schemes. 

(vii ) The Government of Bombay itself is a banker 
keeping the deposits of Local Authorities as well as the 
State Provident Fund deposits of Government servants. 
Together with other departmental deposits, the annual 
receipts of such deposits are usually in excess of the 
annual withdrawals and the excess amounts are available 
to the Government for expenditure. The gaps in resources 
because of the short falls in borrowing and taxation are 
being partly filled in also from the use of these deposit#- 
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(viii) The Government of Bombay hopes to receive 
Central assistance promised to the extent of Rs. 16 crores 
during the plan period. Against an expected assistance 
of Rs. 3-2 crores per annum, i.e. Rs. 6*4 crores during 
1951-52 and 1952-53, the State Government has actually 
received Rs. 5*4 crores during the first two years. In 
1953-54, the Government of India have promised to give 
Rs. 3*4 crores for State Plan Schemes other than Grow 
More Food Schemes. This Government hopes that the 
Government of India will give the promised scale of 
assistance. 


51. Assuming (?) that Central Assistance to the Bom- 
bay Government in the remaining period of the plan 
will be fulfilled according to the target promised, (ii) 
that famine conditions do not overwhelm the State in 
the remaining period of the plan as they have done 
hitherto and reduced plan expenditure by over Rs. 8 
crores, (iii) that price levels will not fall substantially 
below the levels of those existing in 1953, (iv) that the 
revenue from the sales tax either by legislative changes 
or otherwise does not go below Rs. 15 crores, during 
each of the year 1954-55 and 1955-56 and ( v ) that no 
critical trade depression or any such untoward crisis 
overwhelms the State in the remaining period of the 
plan the Government of Bombay confidently expects to 
fulfil the financial targets'laid down for it in the five 
year plan report of the Planning Commission. Even if 
there is a short-fall in fulfilling the targets the gap is 
likely to be pretty small caused not so much by diffi¬ 
culties of providing finance as by the occurrance of 
budgeted provision remaining unspent because of the 
slow progress of expenditure, 

Though the financial targets laid down in the plan 
will be substantially fulfilled it is unlikely that the 
material objective envisaged will be all achieved. This 
has become inevitable because of the continuous rise 
in the cost of living index and price levels generally 
which have raised the actual cost of schemes above their 
corresponding targetted estimates. To some extent the 
gap in futgJLng the physical targets of planning have 
been rendered inevitable by the difficulties of getting 
requisite material and trained personnel according to 
schedule, particularly during the initial stages of the 
Plan. In the sphere of increasing the size of irrigated 
area through major irrigation works and in the scheme 


of Compulsory Primary Education the physical targets 
may not all be fulfilled. 

XI. Fiscal Legislation—The Finance Act. 

52. Most of the important taxes like the general sales 
tax, land revenue, stamp duties, court fees, excise duties, 
taxes on motor vehicles, entertainment tax, etc., except 
minor ones such as the electricity duty and the urban 
immovable property tax are being levied under separate 
individual taxation, Acts. Legally the changes in the 
rates of any of these taxes can be embodied in the 
Finance Act. Up to the year 1948-49, the Finance Act 
of 1932 was an annual feature which was renewed every 
year. This practice, however, has now been discontinued 
and the Finance Act has been placed on a permanent 
footing. The nature of administrative'set up, provisions 
for appeal and revision as well as collection would vary 
from tax to tax. While it may be ideal as a procedure 
to allow members of the Legislature to have a consoli¬ 
dated view of all the taxes which they approve in the 
shape of a single Finance Bill as a Money Bill including 
all taxation measures, it is not practicable to do so 
because of its administrative inconvenience. It may be 
enough if changes in the existing taxation measures or 
new proposals if they are of a minor character are 
embodied in a Finance Act. A new proposal like the levy 
of a tax on general sales apart from the incidence of the 
tax has numerous aspects like the limits of turnover, 
filing of returns, powers to the administration under the 
rules, provisions for appeal and revision which cannot 
all be embodied in a Finance Act. Taxes, however, which 
amount to a simple levy like the urban immovable 
property tax can be and are embodied in the Finance 
Act. Within the Finance Act itself if there are taxes so 
important and elastic, the rates of which require to be 
changed every year as is done by the Government of 
India in the case of income tax, it would be necessary 
to include a provision giving only an annual sanction 
to the rates proposed. There is no tax of corresponding 
importance and elasticity among the tax resources of the 
State Government. The Finance Act of State Govern¬ 
ments can, therefore, be a permanent measure. Table 13 
indicates each of the individual taxation measures levied 
by the Bombay Government, the relevant Act under 
which it is levied, the department which administers it 
and the designation of the principal officer under whom 
it is administered. 


TABLE 13 


Serial The Department which Head of Department or Officer 

No, Name of the Tax The Act under which the Tax is levied administrers the Act under the Administrative De- 


partment. 

1 Sales Tax , 

. (1) Bombay Sales Tax Act, 1953 . Finance Department, 

(a) Bombay Sales of Motor Spirit (Taxa* Ditto, 

tion) Act, 1946. 

Collector of Sales Tax. 

Ditto. 


2 Advertisement Tax . . Tax is not levied. 


3 State Excises 

4 Agricultural Tax 

5 Land Revenue . 


Bombay Prohibition Act, 1949. 
Income Tax is not levied. 


Revenue Department. Director of Excise and Prohi¬ 
bition. 


Bombay Land Revenue Code, 1879; Revenue Department. 
Bombay City and Land Revenue Act, 

1876. 

Revenue Department. 


Collectors of the District, and the 
Collector of Bombay so far as 
Bombay City and L. R. Act, 
1876, is concerned. 

Collectors of the Districts. 


6 Irrigation Rates, Betterment Bombay Irrigation Act, 1879. 
levy and Irrigation cess. 


Public Works Depart- Collectors of the Districts, 
ment. 


7 Stamp Duties 


8 Court Fees 


9 Motor Vehicles Tax 
10 Entertainments Tax 


11 Electricity Duty 

12 Betting Tax 

13 Prize Competitions Tax 

14 Urban Immovable Property 

tax. 


Indian Stamp Act, 1889, read with Parts Revenue Department. 
IV and V of Bombay Finance Act, 

1932, and the Bombay Increase of 
Stamp Duties Act, 1943. 


Indian Court Pees Act, 1870, read with Revenue Department 
Part III of the Bombay Finance Act, and Home Depart- 
1 93 3 i and Ihe Bombay Increase of ment. 

Court Pecs Act, 1943. 

Bombay Motor Vehicles Tax Act, 1935 Home Department. 

Bombay Entertainments Duty Act, 1923, Revenue Department, 
read with Part VII of Bombav Finance 
Act, 1932. 

Part II of Bombay Finance Act, 1932. Revenue Department. 

Bombay Betting Tax Act, 1925, read Revenue Department, 
with Part VII of Bombay Finance Act, 

1932 . 

Bombay Lotteries and Prize Competitions Home Department. 
Control and Tax, Act, 1948. 

Part VI of the Bombay Finance Act, 1932. Revenue Department. 


Superintendent of Stamps, Bom¬ 
bay, for Bombay and Bombay 
Suburban District and Inspector 
General of Registration, Poona 
for the remaining Districts of 
the Bombay State. 

Inspector General of Registration 


State Transport Officer. 
Collectors of Districts. 


Collector of Districts. 
Collectors of Districts. 


Collectors of Districts. 
Collectors of Districts. 
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♦Labour Industrial School, Backward Class Officer, Village Improvement Scheme. 
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_ Total . 12,43,81 12,44,59 13.14.23 16,86,39 i 9 . 7 Q. 3 i 25,20,55 33,66,81 34 » 9 6 >87 4 °. I 7.54 43 . 73 . 8 a 49,91,00 61,53,31 64,30,86 62,69,67 64,33,77 67,83,58 

♦Includes recoveries (5) of overpayment of pa3t years. 
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( v ) a tax on animals and vehicles not exceeding the 
maxima laid down in Schedule G to Section 181 ; 


( vi ) a dog tax, not exceeding Rs. 5 per dog ; 


(mi) town duty not exceeding the limits laid down 
in Schedule H to Section 192 ; 


(viii) a theatre tax not exceeding Rs. 7 per show on 
Class II cinemas and Rs. 10 per show on class I 
cinemas. For other types of entertainment, the 
theatre tax limits have been laid down in 
Schedule G1 to Section 191 of the Act. Apart 
from the above taxes which are at present being 
levied by the Corporation, the Corporation is 
also allowed the levy of an education cess as 
well as a tax on trades, professions and callings. 

7, The taxing powers of the Corporations of Poona 
and Ahmedabad are similar except that these Corpora¬ 
tions have been assigned the levy of octroi in place of 
the town duty. The two taxes, however, are similar in 
character. For octroi, maxima have been laid down from 
time to time by Government. The General House Tax 
of the Corporations has no maximum limit but it cannot 
b£ less than 12 per cent, of the rateable value of proper¬ 
ties. 


(it) Municipalities .— 

\ 

8. The District Municipalities and the Municipal 
Boroughs have also been assigned similar taxes like the 
following : — 

(i) General House Tax on the rateable value of 
properties ; 


(ii) service taxes like a sanitary cess, a drainage tax, 
a water rate, and a lighting tax, generally 
assessed on the rateable value of properties 
except in the case of the water rate ; 

(Hi) an octroi ; 

(ip) a special educational tax (in the case of borough 
municipalities) ; 

(u) taxes on animals and vehicles ; 

& 

(vi) terminal tax provided it was being levied prior 
to the 16th July 1917. The Municipal Acts 
(District and Borough) also provide that the 
Municipalities can levy any other tax in the 
State List provided the State Government 
approves the levy of such taxes by the Munici¬ 
palities. 


While the taxing powers of the Corporations give them 
latitude to move within certain maxima and minima, all 
taxation changes by the district municipalities or 
borough municipalities have to be made with the 
approval of the State Government as prescribed under 
section 73 of the Bombay Municipal Boroughs Act 1925 
and section 59 of the Bombay District Municipal Act, 
1901, The structure of local finance is uniform both under 
the District Municipal Act as well as the Municipal 
Boroughs Act ; the Boroughs Act, however, contains 
some special provisions giving independent powers in 
respect of assessment and recovery of taxes, enforcement 
of sanitary and other regulations of the municipal exe¬ 
cutive which do not exist in the District Act, While the 
taxation proposals of the Municipal Boroughs are 
examined and sanctioned by the Government, proposals 
of the District Municipalities can be sanctioned by the 
Director of Local Authorities concerned. 

(in) and (iv ) Village Panchayats and District Local 

Boards .— 


9. The taxes allowed to the Village Panchayats under 
section 89 of the Village Panchayats Act are similar to 
those allowed to the Municipalities, The Village Pan¬ 
chayats can even levy a tax on the sale of goods. Their 
taxation powers also are subject to Government approval. 
The taxing powers of the District Local Boards are 
confined to their sphere of operation because they do not 
have to perform the localised functions of care of sanita¬ 
tion, scavenging etc. They do not have powers to levy a 
general house tax. They levy instead a Local Fund Cess 
under section 93 of the Bombay Local Boards Act. The 


cess is levied as a proportion of land revenue. It can also 
be levied as a cess on irrigation charges. At present the 
District Local Boards levy a cess of 3 annas in the rupee 
of land revenue and water rates. 


C. Revenue and Expenditure 


10. Details of revenue, tax revenue and expenditure of 
local authorities in Bombay State are given in statements 
I to VI. Table l summarises the financial position. The 
Commission has called for figures of revenue and expendi¬ 
ture for five years ending with 1952-53. Statistical data 
of five years, however, would not be comparable because 
of the increase in tho area, population and number of 
local authorities by the mergers in 1949-50. Besides, up 
to the year 1949-50, Poona and Ahmedabad were munici¬ 
palities and not municipal corporations. Statistical data 
have, therefore for comparative purposes been given for 
the years 1950-51, 1951-52 and 1952-53. It has, already 
been indicated that the administration of primary educa¬ 
tion by local authorities in the State has a two-fold 
bifurcation. The municipal corporations and about 20 
large borough municipalities called authorized muni¬ 
cipalities manage their own primary education facilities 
with the assistance of Government grants-in-aid. Primary 
education in all other areas of District Local Boards and 
non-authorised municipalities is managed by the School 
Boards to which the District Local Boards and the non- 
authorised municipalities have to give from the Local 
Fund Cess and House Tax respectively prescribed 
amounts. AIL the residual financial requirements other 
than fees, charitable contributions and the contributions 
of District Local Boards and unauthorised municipalities 
are borne by the State Government. In the statistical 
data of revenue and expenditure, therefore, the Bombay 
Government grants to local authorities for primary edu¬ 
cation have been separately stated both on the income 
and expenditure sides. These have been included in local 
finance because, statutorily, primary education still 
remains an obligatory function of the local authorities. 
The distribution of taxes under the existing system of 
federal finance in the country is such that the most elas¬ 
tic sources of revenue namely the taxes on incomes and 
profits have been assigned to the Central Government. 
The sources of taxation of the State Government are less 
elastic but compared to them, the sources of taxation 
of the local authorities indicated above are the least 
elastic. Between 1940-41 and 1948-49 while the annual 
revenue of the Government of India increased four-fold 
from Rs, 80 crores to over Rs. 330 crores, and the annual 
revenue of the yGovernment of Bombay also increased 
similarly by 300 per cent, from Rs. 12 crores to Rs. 48 
crores, the revenue of the local authorities increased by 
a little over 100 per cent, from Rs. 7 crores in 1940-41 to 
Rs. 15-6 crores in 1948-49. Among the local authorities 
while municipal revenues increased by 140 per cent, the 
revenues of the District Local Boards hardly increased 
by 100 per cent. Much the larger part of the increase in 
the latter was due to increase in grants-in-aid for 
primary education rather than increase oi tax revenue. 
This is because the Local Fund Cess for District Local 
Boards which is based on land revenue remained static 
throughout the period, while in the case of municipalities 
controls over house rent and a stationary stage of hous¬ 
ing construction explain the inelastic character of 
revenue in the interwar period. Since 1948-49 there has 
been some improvement. Much the larger part of the 
increase of revenue of the local authorities from Rs. 27*4 
crores in 1950-51 to Rs. 32-04 crores in 1952-53 is ac¬ 
counted for by an increase in tax revenue from Rs. 13*4 
crores to Rs. 17-3 crores respectively in the two years. 
The District Local Boards increased the cess to 3 annas 
in the rupee, the Municipalities increased tax revenue 
from Octroi and House taxes, while the Corporations 
raised the levels of the General House Tax. 


ll. The incidence of taxation among the local authori¬ 
ties varies with the nature of the local authority. For the 
State as a whole, the incidence of local taxation in 
1952-53 is Rs. 4-13-3 per capita compared to a State 
taxation of a little over Rs. 10 per capita excluding the 
share of centrally collected taxes. As noted by the Local 
Finance Enquiry Committee, the incidence of per capita 
taxation by local authorities in Bombay State is the 
highest among all the States. While the revenue budgets 
of Ahmedabad and Poona Corporations are normally 
balanced leaving a small surplus, the revenue budget of 
the Bombay Corporation used to show deficits until 
recently. From 1954-55 onwards, however, the revenue 
budget of the Bombay Corporation also is expected to 
be balanced partly by the increase in the house tax and 
partly by the increase in the rental value of properties 
expected as a result of the permission given to raise 
rents in the city. Construction of new houses during the 
past two or three years is also increasing and this will 
lead to a general increase of municipal revenues. 



MEMORANDUM II 


Local 


I. Historical 

A. Categories oj Local Authorities and their Functions 

1. Categories of Local Authorities .—Though Municipal 
Government in Bombay City in the State was introduced 
as early as in 1793 by a Charter Act, it was not until 
the devolution of financial powers and responsibilities 
to Provincial Governments after the Montague Chelms- 
ford Reforms of 1921 that progress in the establishment 
of local-self-governing institutions was made possible. 
To the end of the second world war, the development 
was largely in the sphere of Municipal Government ; 
during the post-war period, however, decentralisation 
in rural areas has also developed with the establishment 
of Village Panehayats whose number is growing from 
year to year. 


At present, there are four main types of local-self- 
governing institutions in the State. These are : — 


(1) The Corporations of Bombay, Poona and Ahmeda- 
bad whose functions and responsibilities are defined 
under the Bombay Municipal Corporation Act of 1838 
and the Bombay Provincial Municipal Corporations Act 
of 1949, There are three Corporations in the State with 
a total population of 41 lakh persons. 


(2) Municipalities whose functions and responsibilities 
have been defined under the Bombay District Municipal 
Act, 1901 and the Bombay Municipal Boroughs Act, 1925, 
A town with a population over 2,000 may be declared 
municipalities; larger district towns may be declared 
Municipal Boroughs under the Act of 1925. There are 
219 Municipalities in the State including 32 Borough 
Municipalities, inhabited by 48 lakh citizens. 


(3) Village Panehayats established under the Bombay 
Village Panehayats Act of 1933. There are 5,636 Village 
Panehayats in the State inhabited by about 69 lakh 
citizens. 


(4) District Local Boards established finder the Bom¬ 
bay Local Boards Act, 1923. In the rural areas Local 
Self Government is being carried on by the District Local 
Boards established in every District of the State.* 


2. Functions of Local Authorities .—-In the case of each 
category of Local Authority indicated above, functions 
have been laid down by the relevant Act. The functions 
and duties as*well as powers have been broadly laid 
down separately as obligatory and discretionary. Most 
of the functions of Local Authorities relate to the pro¬ 
vision of social services aimed at the improvement of 
the mental and physical well being of the citizens rather 
than to any conscious direction of their economic acti¬ 
vities like agricultural or industrial pursuits. In general, 
the Municipalities and Municipal Corporations have the 
following obligatory functions-: — 

(i) scavenging and sanitary measures to keep public 
streets, public markets and slaughter houses in healthy 
conditions ; 

(ii) public vaccination and measures to prevent and 
check the spread of dangerous diseases or epidemics ; 

(in) regulation of places for the disposal of the dead 
and registration of births and deaths ; 


, ($ v ) the construction, maintenance, alteration and 
improvement of public streets, bridges, culverts, cause¬ 
ways, latrines, privies, urinals, drains, fountains tanks 
wells, etc. ; ’ 

(?;) maintenance of public hospitals and dispensaries 
and providing of medical relief ; 

(vi) provision for primary education, etc. 

The discretionary functions give a wide latitude and 
enable municipalities and municipal corporations, if thev 
so desire, to run public utilities like passenger road 
transport either by buses or tramways and electricity 
concerns. They can also assist education higher than 


♦Except the Dangs District which has a committee 


Finance 


Background 


primary education. Piped water supply is discretionary 
to the district municipalities, but once supplied it is the 
obligatory duty of the municipalities to look after the 
water supply under healthy conditions. 

3. The functions of Village Panehayats are similar to 
those of the district municipalities except that under sec¬ 
tion 26 of the Bombay Village Panehayats Act, the 
Panehayats have to provide these services as far as the 
funds at their disposal will allow subject to the general 
control of the district local board of the area. At their 
own discretion, the Village Panehayats can assist 
measures to improve agriculture. They can also render 
aid where they can for development of cottage industries. 
The obligatory duties of the Local Boards do not include 
such functions of a localised character as cleansing pf 
public streets, scavenging measures and lighting of 
streets. The Village Panehayats have no responsibilities 
connected with primary education which is to be looked 
after by the District Local Boards. With the amendments 
to the Primary Education Act in 1947, Government has 
established District and Municipal School Boards 
throughout the State on which the Diistrict Local Boards 
and Municipalities have been granted representation 
along with Government nominees. Though still an obli¬ 
gatory function of all Local Authorities except Village 
Panehayats, most of the management of primary educa¬ 
tion except in the areas of authorised municipalities and 
the corporations is being done by the School Boards 
constituted under the Bombay Primary Education Act 
of L947. So far as the District Local Boards'and the 
Municipalities other than authorised municipalities are 
concerned, their responsibility is confined to a stipulated 
provision of finance. The District Local Boards levy a 
cess of 3 annas in the rupee of land revenue as Local 
Fund Cess. Of the 3 annas in the rupee of Local Fund 
Cess, the Local Boards have to assign 15 pies in the 
rupee to primary education and give over the money to 
the School Boards. All the necessary residual expendi¬ 
ture excluding fees, donations and contributions is pro¬ 
vided by the State Government. Similarly, every non- 
authorlsed Municipality has to pay over annually’ to the 
District School Board or the Authorised Municipality, as 
the case may be, for the purpose of management of 
prjmary education of its areas, 5 per cent, of the ratea¬ 
ble value based on the annual letting value or 3/8th% 
of the rateable value based on the capital value as the 
case may be, of the properties within its jurisdiction. 


B. Taxing Poivers 

(i) Corporations — 

4. The taxing powers of Local Authorities have been 
granted by the State Government under the Acts indi¬ 
cated above in relation to the functions assigned to 
them. 

5. There is a slight difference in the taxing powers 
allocated to the Bombay Municipal Cornoiation under 
the Bombay Municipal Corporation Act o“f 1888 and the 
taxing powers assigned to the Corporations of Ahmeda- 
bad and Poona under the Bombay Provincial Municipal 
Corporations Act of 1949. While specific maxima have 
been laid down for the General House Tax, town duty 
and other taxes except water rate for the Bombay 
Municipal Corporation, no maxima but specific minima 
have been laid down for the general house tax in the 
case of the other Corporations. These differences do not, 
however, in practice affect the taxing powers of either 
the Bombay Corporation or the other two Corporations. 

6. The taxing powers of the Bombay Municipal Corpo¬ 
ration have been laid down under sections 139 to 219 
of the Bombay Municipal Corporation Act of 1888 The 
taxes allowed are— 

(0 a General House Tax, not exceeding 21 per cent, 
of the rateable value of properties ; 

(ii) fire tax not exceeding 3/4 per cent, of the ratea¬ 
ble value ; 

(in) a water rate as deemed reasonable by the 
Corporation ; 

(to) a Halalkhore tax not exceeding 5 per cent o f 
the rateable value ; 


of Management with similar powers. 
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Table 1 

Revenue, Tax Revenue and Expenditure of Municipal Corporation and Municipalities, District Local Boards and Village Panchayats in Bombay 

Stale 1950-51 to 1952 - 53 , 

(Rupees in lakhs,) 


Revenue Expenditure Tax Revenue 


Per Capita Taxation 


Popula- ■ 
tion 
in lakh* 


I 


195«-51 

1951-52 

1 05*-53 

1 930 - 5 1 

1931-32 

1952-53 

1950-51 

1951-52 

iQ 5*-53 

1950-51 

IQ 51 - 5 * 

195 2 - 5 S 












Rs. a. p, 

Rs. a. p. 

Rs, a. p. 

Ahmedabad , 

7-88 

i »53 


2,45 

U 42 

1,48 

2,08 

1,98 

03 

**,i 9 

t6 4 to 

to 8 6 

27 13 10 

Poona .... 

493 

97 

t ,99 

i,t >5 

83 

1,42 

98 

7a 

84 

88 

15 12 to 

17, 3 io 

17 12 to 

Bombay 

. , 28*36 

7,81 

8,61 

9,59 

7,92 

8,77 

9,26 

6,09 

6.58 

7,66 

2139 

*3 3 3 

27 5 10 


T«TAA 

4 *’i 7 

10,31 

11,71 

13.09 

10,17 

11,67 

is,3a 

8,13 

8,*3 

io,73 

19 10 

5 

so 0 7 

*6 0 7 

Municipalities . 

48*17 

3,85 

6,34 

6,66 

5*88 

6,57 

6,83 

3,68 

4,32 

4,58 

7 9 

7 

8 11 4 

g 8 0 

District Local Boards 


2,05 

3,22 

2,41 

1,84 

1,96 

2.83 

1,10 

1,24 

L33 

0 7 

4 

082 

0 810 

Village Panchayats 

69 

68 

I,*3 

1,58 

56 

98 

1,23 

34 


1,00 


t 

t 

i 7 * 

Bombay Government grants to Local 
Boards in lieu of expenditure on 
Primary Education, 


8,15 

7*88 

8,64 

8*15 

7,86 

8,64 








Grand Total 

359* 17 

27,04 

29,38 

32,38 

26,60 

29,06 

31,86 

I3,i7 

14,66 

16,31 

% ii 

IO 

40a 

4 13 3 


♦Includes collections of substantial areas of tax due in 1951-53, 

tPopulation figures for the years 1950*51 to 1951-52 in respect'of Village Panchayats are not available. 


12, Structure of Taxation and Pattern of Expenditure. 
—Statements I to VI give details of individual tax 
resources of the Local Authorities. 

For the Corporations, tax revenue accounts for nearly 
80 per cent, of the total revenue (Rs. 1073/1309 lakhs). 
Among the taxes the General Property Tax yields more 
than 40 per cent, of the tax revenue in Ahmedabad and 
Poona (Rs, 131/307 lakhs)* and nearly half the tax 
revenue in Bombay (Rs, 361/765 lakhs). The service taxes 
largely assessed on rateable value of property contribute 
l/6th of the tax revenue in Poona, about ith in Ahmeda¬ 
bad and about l/3rd in Bombay (Rs. 263/765 lakhs). In 
both Poona and Ahmedabad, the average annual revenue 
from octroi duties is larger than the revenue from the 
General Property Tax (Rs. 92/307 lakhs) while in Bom¬ 
bay their counterpart, namely the town duties account 
for less than 10 per cent. (Rs. 70/765 lakhs), The Wheel 
Tax which is mainly a tax on Motor Vehicles is an 
important source of revenue to the Bombay Corporation 
(Rs, 44/765 lakhs). But it is not so important among the 
taxes of the Poona and Ahmedabad Corporations. 
Because of the inclusion of arrears of the year 1951-52 
to the tune of about Rs, 75 lakhs, the per capita tax 
revenue in Ahmedabad appears larger in 1952-53, than 
the per capita taxation in Bombay (Rs. 27-12-10). If the 
arrears were excluded the per capita annual taxation 
of Ahmedabad and Poona would be more or less similar 
(about Rs. 18). Compared to 1950-51, the tax revenue of 
the Corporations has increased from Rs. 814 lakhs to 
Rs. 1073 lakhs. More than §rds of the increase is due 
to the increase in the rates of the General Property Tax 
while the revenue from octroi and town duties has 
remained more or less static. 

While the most important source of taxation of the 
Corporations is the General Property Tax,. the . most 
important source of taxation of the Municipalities is 
octroi duties. Octroi duties account for over 45 per cent, 
of the annual tax revenue of the municipalities 
(Rs. 213/458 lakhs), The General Property Tax 
(Rs. 98/458 lakhs) contributes about l/5th of the tax 
revenue and an additional 1 /5th is derived from service 
tax largely assessed on the rental or capital value of 
properties. If the majority of municipalities raise their 
house tax to a consolidated rate of 20 per cent, it would 
not be difficult for them to get an additional tax revenue 
of Rs. 25 lakhs. Compared to 1950-51, in 1952-53 the 
tax revenue of the municipalities has increased by 
R$. 91 lakhs from Rs. 367 lakhs to Rs. 458 lakhs. More 
than 2/3rds of increase is due to the increase in octroi 
duties' while the revenue from the House tax is more 
or less static. 

13. The larger portion of non-tax revenue of the 
municipalities consists of fees and fines and grants from 
the State Government. The Municipalities generally do 
not run any commercial enterprises. The Bombay Corpo¬ 
ration however gets an annual net income of over Rs. 25 
lakhs from its Commercial Services of passenger bus 
transport, and electricity after provision for loss in 
running the tramways. 


14. All the tax revenue of the district local boards is 
derived from the cess on land revenue and water rates 
while that of the Village Panchayats is largely derived 
from the house tax which is being freshly introduced as 
a compulsory tax by the Village Panchayats, 

15. The pattern of expenditure of the municipalities 
and the Corporations is similar. The Corporations spend 
about one-third of the annual revenue expenditure 
(Rs. 398/1231 lakhs) in providing services like water 
supply, drainage, conservation, lighting, etc. The 
Municipalities too expend a little less than 1/3 on these 
services charges (Rs, 179/581 lakhs). The item of 
expenditure next in importance is primary education 
which is grouped under Miscellaneous Expenses in the 
form of data required by the Commission. The Munici¬ 
palities and the Corporations taken together spend about 
Rs, 2 crores or nearly 12 per cent, of their annual 
expenditure on primary education. On medical and 
public health facilities the Corporations and the 
Municipalities taken together provide Rs. 182 lakhs or 
about 12 per cent, of their annual expenditure. The 
expenditure on roads and buildings of the municipalities 
exceeds the expenditure on medical and public health 
facilities while the expenditure on medical and public 
health facilities of the Corporations exceeds the expendi¬ 
ture on roads and buildings. This is because the Corpo¬ 
rations already have modern roads on which upkeep 
expenditure is necessary while many of the municipali¬ 
ties particularly the smaller municipalities which did 
not have metalled roads have started gradually moder¬ 
nising their road surfaces. 

16. Details of expenditure of the Village Panchayats 
are not available. The pattern of expenditure of the 
District Local Boards is somewhat different from the 
expenditure of the Municipalities and the Corporations. 
The District Local Boards do not have any substantial 
liabilities on account of the provision of localised services 
like water supply, lighting, drainage etc. Much of the 
larger part of their expenditure is on roads and build¬ 
ings on which they spend about Rs. 125 lakhs per annum. 
On primary education the District Local Boards spend 
about Rs. 50 lakhs and on medical and public health 
facilities about Rs. 30 lakhs, 

17. Failure to Exploit Available Tax Resources ,— 
Though local authorities in this State as local authori¬ 
ties in other States clamour for larger revenue resources 
particularly resources at present exploited by the State 
Government it is to be noted that they have not fully 
utilised the resources at present made available to them. 
The Government of Bombay gives from its own revenue 
a total grant-in-aid including assignments, of an annual 
amount of Rs. 10 to 12 crores to the local authorities. 
Side by side, the State Government has desired that the 
municipalities should levy a consolidated house tax of 
rot less than 20 per cent, of the annual letting value or 
1*5 per cent, of the capital value, The Annual Report of 
the Examiner of Local Fund Accounts for the year 
1952-53 shows that over 30 of the audited district 


♦The figures in brackets are statistical date of income or expenditure during the year 1952-53. The figure above bno refers to receipts or expenditure on the parti- 
cular item referred to, while the figure below the line refers to the total receipts or expenditure referred to. Thus, the figures (Rs. 1073 ’IjOJ, lakhs,) me. m a tax revenue 
of Rs, 1073 lakhs out of the total revenue of Rs. 1,309 lakhs during the year 1952-53, 
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municipalities and 10 borough municipalities have failed 
to raise their house tax levels to the limits desired by 
Government. Among these failing municipalities are not 
merely the municipalities of the merged States like 
Baroda and Kolhapur but also the municipal boroughs 
of Surat, Broach and other cities. On a number of 
occasions, the State Government has asked the municipal 
corporations to levy a tax on trades, professions and 
callings'. But the Corporations have been reluctant to 
levy this tax. The Schedule of town duties of the Bom¬ 
bay Corporation is restricted in its scope contrasted 
with the octroi duties levied by the Poona and Ahmeda- 
bad Corporations and by including a larger number of 
articles in the town duty schedule the Bombay Corpora¬ 
tion can add to its revenues. 

18. Arrears of Tax Collections. —Not merely is the pro¬ 
perty taxation of the municipalities below the optimum, 
in numerous cases even the valuation of properties for 
purposes of taxation is out of date. Even when assess¬ 
ments are made, accumulation of arrears is substantial. 
The following extracts from the Annual Administration 
Report for the year .1952-53 of the Examiner of Local 
Fund Accounts for Bombay State bear testimony to this 
disquieting tendency.— 

“Statement No. V of Appendix III would show that 
the collection work has deteriorated in some 
Borough Municipalities, as the percentages of 
arrears in several Municipalities have increased 
as compared to the last year. In Broach the 
percentage of arrears was as high as 71, The 
Municipal Boroughs of Amalner, Kolhapur and 
Nipani kept over 45 per cent, of the taxes un¬ 
recovered. In the case of Bijapur, Dharwar, 
Ratnagiri and Thana the arrears ranged between 
20 and 30 per cent, and in Karad, Malegaon 
and Sholapur it was more than 10 per cent.” 

“The state affairs in the District Municipalities 
continued to be still very disquieting as several 
instances of heavy arrears were noticed ( vide 
Statement No. XI of Appendix III). In Bhahadar- 
pur, Kodinar and Dhari the arrears were most 
heavy the percentages being 95-5, 80 and 74 
respectively. The percentage of arrears in case 
of Dharampur, Gadhinglaj, Hunnur, Shrirampur 
and Terdal ranged between 60 and 70. In 
Bassein, Dhond, Haveri. Indapur, Javahar, 
Jejuri, Karwar, Kopargaon, Kapsi, Mahaling- 
pur, Mhaswad, Mudhol, Murgod, Nargund, Pa- 
chora, Phaltan, Ramdurg, Shahapur and Wad- 
gaon the arrears were between 40 and 60 per 
cent. In most of the other District Municipali¬ 
ties it was over 20 per cent.” 

In view of the above, the Government of Bombay 
agrees with the essential operative recommendation of 
the Local Finance Enquiry Committee that “local bodies 
which do not utilise their existing powers of taxation 
can have no claim on the financial resources of the 
State.” - ’ 

D. Financial Assistance from the State Government 

20. Financial effects of the reluctance on the part of 
local authorities to increase their available tax resources 
in respect of increasing revenue requirements are being 
mitigated by increasing financial assistance from the 
State Government. The financial assistance from the 
State Government is being rendered through (a) assign¬ 
ment of a proportion of the State Government’s revenue 
from its tax resources and (b) through grants-in-aid, 

21. Statutory Grants. —According to Section 118-A of 
the Bombay Local Boards Act of 1923, the State Govern¬ 
ment “shall make every year a grant to every District 
Local Board equivalent in amount to 15 per cent, of the 
ordinary land revenue including N. A. assessment realis¬ 
ed during the previous year from lands within the 
administrative jurisdiction of the District Local Board”. 
Similarly, under Section 92-A of Bombay Village Pan- 
chayats Act of 1933, every Village Panehayat which 
levies house tax and other taxes under section 89 pres¬ 
cribed by Government shall be paid by the State 
Government every year “a grant equivalent to 15 per 
cent, of the ordinary land revenue or 25 yer cent, of the 
Local Fund Cess realised within its limits”. In addition 
from 1949-50 onwards, Government also gives to the Dis¬ 
trict Local Boards a grant-in-aid equal to 2 per cent, of 
the gross forest revenues minus refunds subject to the 
condition that the grant may be utilised on construction, 
'maintenance and repairs of roads and medical relief in 
forest areas. 

Primary Education Grants. —According to sections 41 
to 47 of the Bombay Primary Education Act of 1947 
once a District Local Board and a non-authorised 


Municipality pays over to a School Board its prescribed 
share of expenditure on primary education at present 
fixed at 15 pies in the rupee of land revenue in the 
case of District Local Boards, all the residual responsi¬ 
bility for expenditure on primary education devolves on 
the State Government. To the authorised municipalities, 
the Government has to give 50 per cent, of the approved 
expenditure excepting Bombay, Ahmedabad, Poona. 
Sholapur and Hubli Municipalities. Poona, Sholapur and 
Hubli Municipalities get a grant-in-aid equal to 33£ 
per cent, of the approved expenditure, the Ahmedabad 
Corporation gets 25 per cent., while the Bombay, Corpora¬ 
tion gets an annual grant-in-aid of 25 per cent, of the 
approved expenditures subject to a maximum of Rs. 25 
lakhs per annum. In addition, the Bombay Corporation 
is also being paid a lump sum grant of Rs. 5,50,000 on 
account of its expenditure on Primary Schools in the 
merged suburban areas. During the year 1952-53, the 
Government of Bombay gave a total amount of Rs. 864 
lakhs as grant-in-aid to local authorities for Primary 
Education. While the average cost per pupil in imparting 
primary education is Rs. 28, the State Government bears 
Rs. 20 out of it. The State Government thus finances 
71 per cent, of the total expenditure on Primary Educa¬ 
tion in the State. In the case of the District Local Boards, 
and non-authorized municipalities over 90 per cent, of the 
additional cost of applying compulsion is borne by the 
State Government. The acceptance of all residual finan¬ 
cial responsibility by the State Government in their 
case has meant substantial relief in financial responsi¬ 
bilities and requirements to the District Local Boards 
and the District Municipalities. This point needs to be 
considered in reviewing all claims # of local authorities to 
tax resources at present exploited by the State Govern¬ 
ment. 

22. Discretionary Grants.— During the war period and 
since, the obligatory administrative expenses of the Local 
Authorities increased faster than their revenue and 
Government found it necessary to assist the Local 
Authorities in payment of dearness allowance to their 
employees as was found necessary by various increases 
from time to time in the cost of living indices. By Gov¬ 
ernment Resolution of the Public Health and Local-Self 
Government, Department No. 3874/33 of the 3rd May 
1948, all municipalities except the municipalities of 
Ahmedabad, Surat, Poona, Sholapur and Hubli have been 
promised grant-in-aid equal to 50 per cent, of the expen¬ 
diture incurred by them on payment of dearness allow¬ 
ance to their entire staff. Further by another resolution 
of the 28th May, the municipalities mentioned above 
have also been given a grant-in-aid equal to 75 per cent. 
01 tne non-agricultural assessment and 15 per cent, of 
land revenue excluding N. A, assessment realised during 
the year previous to the year of grant-in-aid. These 
voluntary grants are being given subject to the condition 
that Municipalities raise additional tax revenue particu¬ 
larly revenue from the consolidated house tax. Between 
1949-50 and 1952-53 the general condition for these grants 
was that a municipality, in areas other than the merged 
areas, should raise the consolidated house tax to a level 
of 20 per cent, of the rateable value, or 1*5 per cent, of 
the capital value as the case may be, and by this and 
other means should raise additional tax revenue over 
and above the tax levels in 1948-49 so that the additional 
tax revenue is equal to 50 per cent, of the expenditure 
to be incurred by it on payment of dearness allowance. 
In case a Municipality failed to do this, the grant paid 
to it was liable to be limited to the amount of additional 
taxation actually raised. By experience it was found that 
quite a few Municipalities failed to raise the House tax 
to the desired levels. Since 1953-54, the conditions have 
therefore been relaxed and it would suffice if a Munici¬ 
pality in areas other than merged areas raised the con¬ 
solidated house tax to 15 per cent, of the rateable value 
in the first instance and passed a resolution of reach 
the level of 20 per cent, in due course. Municipalities in 
merged areas have been asked to raise the house tax 
to 10 per cent, in the first instance and to decide to 
raise it up to 20 per cent, gradually for being eligible 
for full grant-in-aid. 

23. Public Health, Water supply and drainage .— 
Government gives grant-in-aid to municipalities towards 
approved water supply and drainage schemes. In the 
case of borough municipalities, the grant-in-aid assist- 
tance is fixed at l/3rd of the estimated cost and in the 
case of district municipalities at 50 per cent. For the 
balance of the expenditure the municipalities have to 
raise loans. 

24. For slum clearance in backward class localities 
particularly in localities inhabited by Harijan employees 
Government gives grants according to the merits of each 
application for assistance subject to a maximum assis¬ 
tance of Rs. 50,000 per municipality. Grants are also 
paid by Government to the local bodies for housing 
their Harijan employees. 


1 Annual Report of the Examiner, Local Fund Accounts for 1951 - 53 , section 7 (ii) 

* In lia, Government of. Report of the Local Finance Enquiry Committee, Paragraph 159 , page 66 New Delhi. 
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25. Grants are paid to municipalities towards their 
expenditure on anti-epidemic measures to the extent of 
50 per cent, of the expenditure in the case of minor 
municipalities. Grants are also paid to all municipalities 
equal to half the expenditure incurred by them on 
salaries of medical officers of health and 1/3 on account 
of the expenditure in cured on sanitary inspectors. 

26. Recurring and non-recurring grants are paid by 
Government to charitable hospitals and dispensaries 
maintained by municipalities provided the annual 
expenditure on medical relief incurred by a municipality 
exceeds 10 per cent, of its annual income. Grants are 
also paid to municipalities equal to 1/4 of their approv¬ 
ed expenditure towards the maintenance of maternity 
homes. 


27. The municipalities which used to levy tolls prior 
to the levy of the motor vehicle tax under the Bombay 
Motor Vehicle Tax Act of 1935 are being given a grant- 
in-aid equal to net average annual income of such local 
authorities from such tolls after deducting the cost of 
collection during the three years ending 31st March 1936 
plus 10 per cent. Compensation on an ad hoc basis is also 
being given to merged State municipalities that used to 
levy tolls but cannot do so now after the mergers because 
of the levy of tax on motor vehicles with which a levy 
of tolls is inconsistent. 


28. Special Grants to the Bombay Corporation for 
B.S.D, arrears .—By the addition of suburban areas to 
the old City of Bombay Municipal Corporation the finan¬ 
cial difficulties of the Bombay Corporation increased 
and the Government of Bombay therefore has made 
special grant-in-aid provisions for the Bombay Corpo¬ 
ration. The Government of Bombay has agreed to give 
to the Corporation the following grants for a period of 
10 years up to 1959-60 : — 

Recurring grants.—( 1) A grant equal to 50 per cent, 
of the expenditure incurred on the payment of dearness 
allowance to the municipal staff employed for the sub¬ 
urban area excluding all Supervisory staff whose sphere 
of duties extends beyond the suburbs and the primary 
education staff. 


( 2 ) A grant equal to 75 per cent, of the non-agricul- 
turai assessment and 15 per cent, of the land revenue 
other than non-agricultural assessment realised by Gov¬ 
ernment in the Suburbs during the year. 

(3) A fixed grant equal to the average for the three 
years ended the 31st March 1950 of the aggregate grants 
paid to the local bodies in the suburban areas for 
hospitals and dispensaries. 

Non-recurring grants— A grant equal to one-third of 
the expenditure incurred on the extension and impro¬ 
vement of (a) water supply,(b) sewage, (c) surface drains 
m the suburbs subject to a maximum aggregate grant of 
Rs. 90 lakhs spread over a period of ten years. 

Grants at ( 1 ) and ( 2 ) may be withdrawn at an earlier 
date, if similar grants paid to other municipalities in 
the Province are withdrawn. 


29. Grants to District Local Boards .—The District 
Local Boards like the municipalities also get statutory 
and voluntary grants-in-aid. The statutory grant-in-aid 
is the same as that given as 15 per cent, of land revenue 
and all residual grants for expenditure on primary 
education. The Local Boards also get grant of 2 per cent, 
of the forest revenue for expenditure in forest areas. 
The District Local Boards get a grant-in-aid equal to 
50 per cent, of the expenditure incurred by them on 
payment of dearness allowance to their staff. In addition, 
the District Local Boards get grants for village approach 
roads and for repairs to roads under their charge. 
Government also bears 2/3rds of the expenditure on the 
salary of Chief Officer or Engineer provided the appoint¬ 
ment is made with the approval of Government, 

Government has recently considered a scheme to trans¬ 
fer to the Local Authorities, Public Works Department 
roads like village roads, major district roads other than 
inter-district roads and other district roads. For the 
present roads in respect of which construction, extension 
or improvement is in progress and roads that are being 
financed from the Central Road Fund would continue 
to be in charge of the Government. A scheme is also 
under consideration to transfer to the District Local 
Boards some minor irrigation works. A grant-aid equal 
to expenditure of the District Local Boards in connec¬ 
tion with the maintenance and repairs to works trans¬ 
ferred to them will be given. The scheme is to be put into 
effect from 1 st April 1954. The scheme marks a major 
stage in decentralisation of functions towards the local 
authorities. If the scheme for transfer of road works 
succeeds, it would be possible to transfer to the District 
Local Boards work in connection with construction of 
primary school buildings, village water supply schemes 
and other suitable works. 

30. Grants to Village Panchayats .—The Village Pan- 
chayats like the District Local Boards get a statutory 
grant of 15 per cent, of land revenue. Under Section 33 
of the Village Panchayats Act, Government pays 3/4ths 
of the salary and allowance of the Secretary of each 
Village Panchayat. Government also gives a discretionary 
grant of 53 per cent, of the expenditure of the Village 
Panchayat on payment of dearness allowance to its staff. 
For its initial working, Government gives each Village 
Panchayat a grant of Rs. 100 to start its operation. 

Annual Grants-in-aid in relation to Revenues of 
various Categories of Local Authorities .—Table 2 indi¬ 
cates the grants-in-aid given by the State Government 
to the Local Authorities during each of the years 1950-51 
to 1954-55. The total amount of grant-in-aid by the 
State Government to the Local Authorities is increasing 
from, year to year particularly after the amendments to 
the Primary Education Act in 1947. In 1937-38 the 
Government used to give to the Local Authorities a total 
financial essistance of Rs. L5 crores, i.e, 12 per cent, 
the revenue of the State Government and 20 per cent, 
of the revenue of the local authorities. In 1952-53 the 
Government has given a grant-in-aid of Rs. 12 crores 
which excluding the receipts by withdrawal from the 
State Development Fund comes to about 20 per cent, of 
the annual revenues of the State Government and ac¬ 
counts for nearly 37 per cent, of the revenue of the local 
authorities The total grant-in-aid of Rs. 12 crores in 
1952-53 in relation to the revenue of the local authori¬ 
ties of each category is indicated below: — 


Government grants-in-aid in relation to the revenues of local authorities } 1952-53 


(Rupees in lakhs.) 




*Total 

Grants 

Grant-in- 




revenue 

from 

aid 





Govern- 

as per 





ment 

cent. 

of revenue 

(») Corporations. 



>.350 

80 

6% 

(ii) Municipalities f 

, 


725 

170 

24 % 

(tii) D. L. Bs. 

* 

+ 

1,005 

890 

89% 

(«) Village Panchayats . . 

• 

* 

134 

60 

50 % 


Total 


3,204 

1,200 

37 ' >% 







•The total revenue includes grants-in-aid for primary education. ~ 


•Grants include Assignment! of Land Revenue & Forest Revenue. 
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Table 2 . —Showing State Government Grants to Local Authorities 


(Rupees in thousands) 


Actuals 


Major Head and Description of items — 

1950-51 

1 951 - 5 * 

1952-53 

Revised 

1953-54 

Budget 

1954-55 

12 -Charge on account of Motor Vehicles Acts — 

Compensation to Local Bodies ........ 

8,84 

6,92 

7,28 

14,00 

9,62 

37- Education — 

Grants to Local Bodies for Secondary Education ...... 

Grant to Local Bodies for Primary Education ..... 

3,36 

8,15,0a 

7,07 

7,88,82 

6,23 

8,63,63 

6,76 

8,50,09 

6,69 

9,06,15 

Medical — 

Grants to District Local Boards and Municipalities for medical relief 

9>72 

8,91 

10,42 

11,82 

10,33 

39 -Public Health — 






Grants to Local Bodies for Public Health Schemes ..... 

76,55 

66,58 

77)83 

88,13 

1,08,20 

41 -Veterinary — 

Grants to local authorities for Veterinary Hospitals and Dispensaries 

91 

52 

53 

53 

58 

47 -Miscellaneous Departments — 

Grants to local bodies for Ameliorative measures for Backward Classes . 

L 79 

3,80 

i, 5 ‘ 

1,00 

3,09 

§o-Civil Works —* 

Grants for Road Works ...... - • ■ 


' 9,32 

18,54 

16,83 

18,38 

57- Miscellaneous — 

Grants to District Local Boards, Municipalities and Village Panchayats equal 
to 15 per cent, of Land Revenue, 75 per cent, of N. A. Assessment 

58,84 

62,06 

62,34 

* 5>73 

70,28 

Grants to Local Authorities for payment of 50 per cent, dearness allowance 

65,02 

71,88 

74)87 

7 8 >77 

89,59 

Other grants ........... 

52,14 

55 >I 2 , 

63.71 

82,68 

9«,°7 

Grants-in-aid to Local Bodies from the State Road Fund — 






Grants for improvement of Roads ........ 





20,00 

Approach Roads to Villages ......... 

10,32 

11,07 

io ,73 

12,00 

l6,0O 

Total 

11,29,03 

11,02,97 

11,97,62 

12,48,34 

13 , 39,89 


Since 1952-53 there has been a further increase in 
Government grants-in-aid to the Local Authorities, For 
the budget of 1954-55 an amount of Rs. 13*4 crores, i.e. 
Rs. 1*4 crores more than the grant paid in 1952-53 has 
been provided. Larger grants are being paid to poorer 
categories of local authorities. For example, the maxi¬ 
mum grants are given to 'the district local boards whose 
only source of revenue namely local fund cess has 
remained inelastic because of its dependence on land 
revenue. The Corporations with larger tax resources and 
taxable capacity of the richer sections of the population 
in the State available to them get less assistance. 


(8) Item No. 57.—Taxes on vehicles, other than 
those mechanically propelled. 

(9) Item No. 58.—Taxes on animals and boats. 

(10) Item No. 59,—Tolls. 

(11) Item No. 60.—Taxes on professions, trades, call¬ 
ings and employments. 

(12) Item No. 61.—Capitation taxes. 

(13) Item No. 62.—Taxes on entertainments including 
amusements. 


E. Claims of Local Authorities for more Tax Resources 

31. The Local Finance Enquiry Committee of the Gov¬ 
ernment of India have recommended that “a convention 
should be established by which the net proceeds from 
the following sources of revenue shall be exclusively 
available for Local Authorities”. 


32. (1) The Government of Bombay is in favour of 
the transfer of the first entry namely terminal taxes on 
goods or passengers carried by railway, sea, or air from 
the union list to the State list. The question of distribu¬ 
tion of proceeds of this tax amongst local bodies will 
require detailed consideration. 


Union List 

(1) Item No. 89.—Terminal taxes on goods or 
passengers carried by railway, sea, or air. 

State List 

(2) Item No. 49.—Taxes on lands and buildings, 

(3) Item No. 50.—Taxes on mineral rights subject to 
any limitations imposed by Parliament by law 
relating to mineral development, 

(4) Item No. 52,—Taxes on the entry of goods into 
a local area for consumption, use or sale therein. 

(5) Item No. 53. —Taxes on the consumption or sale 
of electricity. 

«3) Item No, 56.—Taxes on advertisements other 
than advertisements published in the news¬ 
papers, 

(7) Item No. 56.—Taxes on goods and passengers 
carried by road or on inland waterways. 


(2) While the Municipalities, Village Panchayats and 
Corporations in the State have been given powers and 
facilities of taxing lands and buildings within their 
jurisdiction, the Government of Bombay does not agree 
to an exclusive transfer of such taxes. This point has 
been already dealt with in relation to the urban immov¬ 
able property tax in Memorandum IV submitted by this 
Government, and in answer to question 187 of this 
Memorandum, 

(3) The Government of Bombay does not agree to this 
proposal as regulation and taxation of extraction of 
minerals is a subject which has an importance much 
wider than local interest, and on some issues even State 
interest. 

(4) The Local Authorities already have been given 
powers to levy octroi duties. 

(5) Taxation of electricity is related ' to the larger 
problem of supply of electrical energy to the population 
as a whole through installation of power plants and grid 
projects. Taxation of electrical energy used as power also 
has effects on industrial costs of manufacture, These are 
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matters over which local differences in policy will not 
be proper and the Government of Bombay does not 
therefore agree with this recommendation. 

(6) Some of the local authorities in the State levy 
taxes on advertisements other than advertisements in 
newspapers. 

(7) In view of the fact that passenger goods transport 
has been nationalised throughout the State, it would not 
be equitable to transfer this source of taxation to 
individual local authorities whose taxation levels and 
policies may differ from one another. 

(8) The municipalities and the corporations in the 
State levy wheel taxes and other taxes on animals and 
vehicles. 

(9) This tax has been made available to the municipali¬ 
ties. 

(10) In view of the levy of the motor vehicles tax, 
the levy of tolls has been abolished and it is not neces¬ 
sary to revise it. 

(11) The Government of Bombay has already trans¬ 
ferred this tax to the local authorities and rules for the 
levy of the tax by the corporations have been framed. 
The important corporations and borough municipalities 
have however unfortunately been reluctant to levy this 
tax which can give them substantial revenue. This year 
the Poona Corporation had proposed to levy the tax on 
trades, professions and callings ; but the proposal has 
subsequently been dropped as a result of objections from 
councillors. 

(12) Though levied by some of the local authorities in 
U.S.A. a poll tax has not found favour with local 
authorities in India. 


(13) The transfer of this tax like the transfer of item 
(5) would only benefit the richer municipal boroughs and 
corporations rather than the poorer local authorities. 

33. The fundamental weakness of the proposals of the 
Local Finance Enquiry Committee consists in the fact 
that the transfer of various taxes recommended would 
only benefit the richer corporations and municipal 
boroughs in the State. When taxes like entertainment 
tax, electricity duty or the jnotor vehicles tax are levied 
by the State Government the benefit of revenue is passed 
on to all the people in the State by corresponding 
expenditure of the State Government largely on nation 
building activities. It would be unthinkable for example 
to transfer entirely motor vehicle taxation to a Corpora¬ 
tion like Bombay because more than half the vehicles 
in the State are registered in Bombay city. Similarly 
nearly 75 per cent, of the revenue from the entertainment 
tax and the electricity duties is derived from areas of the 
three corporations. Any implementation of the proposals 
therefore would only lead to prosperity of the richer 
corporations at the expense of the poorer local authori¬ 
ties. A transfer of these taxes to the local authorities 
would only weaken the capacity of the Government to 
give grant-in-aid which not merely benefit the poorer 
local authorities, but also a larger section of the popula¬ 
tion of the State. 


34. By a process of historical devolution a unitary 
Government of India is being gradually converted into 
a federal policy with three democratic layers of Govern¬ 
ment namely the Central Government, the State 
Government and the Local Authorities. Because of the 
poverty of the country and the obvious limitations of 
taxable capacity, the financial claims of the Centre must 
come before those of State Governments and those the 
State Government must come before the claims of the 
Local Authorities as all of them have to rely on the 
same tax base. The Government of Bombay has been 
denied its just claims for an equitable share in taxes on 
incomes other than the corporation tax jointly owned 
by the State Governments with the Centre. In the 
absence of any substantial addition to the State revenue 
by a larger share in the above taxes, it would not be 
possible for the State Government to transfer tax re¬ 
sources at present exploited by the State Government 
to the local Authorities. When levied by the State Gov¬ 
ernment levels of taxes like the entertainment tax, the 
electricity duty and motor Vehicles Taxes can be kept 
at the optimum level of maximum revenue possibilities 
equitably adjusted to the monetary and economic condi¬ 
tions at a given time. Left to the local authorities the 
levels of these taxes will differ from one local authority 
to another and there is no guarantee that the maximum 
revenue will be derived. This aspect of the question is 
important in relation to the traditional reluctance of the 
local authorities to revise their tax levels according to 
the revenue requirements. In a federal policy, the more 


distant the tax-payer from a taxing layer of Government 
the easier it is for it to raise the levels of taxation. It 
is much easier for the Central Government to raise 
level of taxation than the State Government. Increase 
in taxation politically is most inconvenient for local 
authorities. It is not, therefore, in the financial interest 
of the country as a whole under the existing conditions 
of nascent national tax consciousness to transfer sources 
of taxation from the State Government to the Local 
Authorities. More important than such transfers should 
be the stress laid on local authorities utilising to the full 
the taxes at present allocated to them and the necessity 
for timely revision of valuation, control over accounts 
and prevention of unnecessary accumulation of arrears. 
Besides, as already indicated the State Government by 
suitable amendments to the Primary Education Act of 
1947, has already taken over a substantial portion of 
the financial liability on education which ordinarily 
would have devolved on the local authorities. At the 
present day, when mobilization of tax resources to the 
optimum, in the interests of financing extensive planning 
are urgent and expedient, experiments at decentraliza¬ 
tion of existing tax resources exploited by State Govern¬ 
ments to local authorities neither guarantee optimum 
revenue nor would it lead to balanced plan expenditure 
well-distributed to all sections, rural and urban, of the 
population. 

Section II— Answer to the Questionnaire 

Question No. 185. 

Do you consider that the system of local taxation in 
India is generally satisfactory and that the need for 
improvement is confined to matters of relative detail ? 

If not, what in your view are its major defects ? To 
what extent are they related — 

(a) to the framework — constitutional, legal etc.— 
within which the system operates, or 

(b) to the actual operation of the system ? 

If possible, please illustrate your reply by reference to 
the position as you know it in one or more States. What 
remedies would you suggest ? 

The system of local taxation in the Bombay State can 
be said to be generally satisfactory though there is need 
for improvement in matters of relative detail which can 
be adjusted according to the relative needs of the State 
and each category of local body subject to the answers 
to 186 and 187. 

Question No. 186. 

If the framework is defective is any part of its inade¬ 
quacy traceable to the Constitution ? Please explain your 
point of view in some detail . In particular, would you 
recommend the inclusion in the State list (from which 
all local taxes are derived ) of any taxes which are parti¬ 
cularly suitable as items of local taxation, but which do 
not now figure in that list ? Are some of these taxes 
altogether new taxes or are they included in the Union 
List ? More specifically, have you any comment to make 
on the recommendation of the Local Finance Enquiry 
Committee that “terminal taxes on goods or passengers , 
carried by railway, sea or air" should be transferred 
from the “ Union List to the State List ” ? 

The framework of local taxation is not considered to 
be defective. This Government recommends the transfer 
of the following entry from the Union to the State list— 
“terminal tax on goods and passengers carried by rail¬ 
way, sea or air”. 

The question of distribution of the proceeds of this 
tax amongst local bodies will require detailed considera¬ 
tion. 

Question No. 187. 

Arising from the foregoing question, what considera¬ 
tions would you take into account in judging the suit¬ 
ability of a particular tax for purposes of local taxation ? 
in so far as a tax suitable in relation to one local body 
may not be suitable in relation to another, what charac¬ 
teristics of the local body itself r as a tax-authority, 
would you include among the considerations relevant for 
the assessment of suitability ? Please relate your answer 
to the different categories of local bodies , viz. broadly : 

I. Urban — 

A. City Corporations. 

B Municipalties ( including cantonments 
Boards ). 



200 


IL Rural— 

C. Local Boards. 

D. Village Panchayats. 

The following considerations should be taken into 
account in judging the'suitability of a particular tax for 
purposes of being wholly assigned as a local tax : — 

(i) The tax should be on the activities or enterprise of 
a citizen which are confined to the limits of the taxing 
Local Authority, as for example, a tax on property. 
Under modern conditions or advanced means of transport 
and communications, no ac tivity of a citizen has a purely 
localised character from beginning to end. Even in the 
case of enjoyment of residence or rent of property, a 
rise in rental value is more often than not due to inter¬ 
local and at times even inter-State causes. The growth 
of big cities is often due to national encouragement oi an 
industry, port or system of internal commui ications or 
at times even due to a historical circumstance like war. 
For taxation of property too, therefore, all the tl ree 
layers of Governmental authority Central, State and 
Local have their own legitimate claims. That is why 
a municipality or a municipal Corporation levies House 
Tax, a State Government can levy an Urban Immove¬ 
able Property Tax and the Centre can levy a tax on 
income from property. 

(ii) Taxes which are less in the nature of taxes but 
more akin to service charges and can directly cover the 
largest section of the population residing in an adminis¬ 
trative unit should be assigned to the Local Authority 
of the unit. Such taxes are taxes for common min mum 
civic service, as for example, a sanitation tax, a Halal- 
khore tax, an education cess, a poll tax etc. The service 
taxes are suitable for Village Panchayats, Municipalities 
and Corporations. District Local Boards which do not 
perform these functions cannot be given these taxes. 

(iii) As between the Centre, States and the Local 
Authorities such sources of taxation should be given to 
each as can give maximum revenue at e. min mum 
administrative cost. There are taxes fpr which all cate¬ 
gories of Local Authorities do not enjoy administrative 
convenience of maximum revenue with minimum cost 
compared to the State Government or the Central 
Government. The tax base of an Income Tax or an 
Excise Duty is much wider than State or Local boun¬ 
daries. If an Entertainment Tax were assigned to Uocal 
Authorities, there would be different rates of the tax 
in different local areas and it is not certain that maxi¬ 
mum revenue will be obtained at a minimum cost. While 
there are objections from industry and trade even to the 
existing State sales taxes, it would be unthinkable to 
assign a sales tax to many times more numerous local 
authorities. A District Local Board does not enjoy the 
administrative convenience of maximum revenue at 
minimum administrative cost in the case of a tax like 
octroi. Octroi duties, therefore, are more suitable for 
exploitation by municipalities or Corporations. Octroi 
duties are unsuitable even for Village Panchayats. 
Levied by more than 35,000 villages in case there are 
Village Panchayats in each important village of the 
State, there would be administrative difficulties of 
refunds and barriers to trade, industry and commerce. 

(iv) Tax resources assigned to a given category of 
Local Authority should be such that taken together they 
enable the given category of local authority to perform 
and bear the financial responsibility for the major por¬ 
tion of the functions assigned to them. If for any reason 
like the desire for rapid economic development and 
planning there is a change in the responsibilities pertain¬ 
ing to a function, the need for resources also changes.! 
If, for example, for introducing compulsory primary edu¬ 
cation, a State Government feels that rapid advance 
should not await initiative from too many individual local 
authorities and the State Government itself accepts the 
major portion of financial liability in respect of such a 
function, the liabilities of the local authorities to that 
extent decrease and so should their requirements of 
finance by tax revenue. The claims of local authorities 
like District Local Boards and Municipalities for larger 
allocation of tax resources has reduced to the extent the 
Government of Bombay itself has accepted the major 
portion of financial responsibility for primary education. 

(v) In the allocation of tax resources the needs of the 
Centre come before the needs of the State Government 
and the needs of the State Government obviously come 
before the needs of the local authorities. This aspect of 
the problem has its peculiar importance in India, because 
national tax consciousness in this country is still in its 
nascent stage and even if it were developed, for the 
present there are obvious limitations to the taxable 
capacity of the people as a whole. Instead of exclusive 
allocation of more State taxes to the local authorities, 
it would be better instead to assign a portion of some 
of the Gtate taxes for local use. The Government of 
Bombay has already assigned 15 per cent, of land revenue 


and 75 per cent, of non-agricultural assessment to the 
local authorities. The assignment of land revenue and 
non-agricultural assessment has not solved the difficulties 
of the larger local authorities like Corporations. It would 
be possible to consider the allocation of a portion of the 
Entertainment Tax to the Corporations and the large 
municipalities. But for doing that the resources of the 
State Government itself should also expand. At a future 
date if the State Government gets its just share in taxes 
on incomes other than the Corporations taxes which at 
present has been denied to it by India’s first Finance 
Commission, it would be possible for tha State Govern¬ 
ment to assign some of its entertainment tax revenue 
to the urban local authorities, 

(vi) Local authorities which do not exploit fully tax 
resources already assigned to them can have no claim on 
any further expansion of their tax resources. 

Question No. 188 

Assuming that the State List is, or can he made , ade¬ 
quate, is the frame work detective in individual States 
in the sense that it fails , at important points, to insure 
proper devolution , i.e. (in this contest) proper trans¬ 
ference of tax-power from the State List to local todies ? 

If so, please answer Questions Nos . 139 to 191 with 
reference to the actual arrangements for devolution (as 
they emerge from the sum-total of the relevant State 
laws, rules , administrative order and administrative 
practices ) in the particular State or States to which your 
comment relates . 

This has been indicated in the General Uote. 

The arrangements are not defective. 

Question No. 189 

Is there failure to provide for the devolution of one 
or more suitable taxes upon an appropriate category of 
local bodies ? If so, please give with reference to each 
such category, instances of taxes which it would be 
particularly suitable for that category to levy, but which, 
for insufficient reasons , it is not empowered to levy . 

The present arrangements are quite satisfactory. 

Question No. 190 

Is there failure to prevent the devolution of unsuitable 
taxes ? In other words, are taxes allowed to be levied 
which are manifestly unsuitable for levy by the parti¬ 
cular category of local bodies ? Please give instances. 

Question No. 191 

Is there failure to make devolution sufficiently prompt 
and flexible ? For example : Is the procedure dilatory 
in actual practice ? Is specific approval insisted upon 
where general authorisation would do ? Are unneces¬ 
sary conditions imposed on the power to levy ? Please 
give instances. 

For levying taxes, the Corporations have been given 
certain latitude of moving within maxima and mini¬ 
ma, The maxima have not yet been reached. But this ' 
has happened not because of any failure on the part of 
Government to sanction proposal of the Corporations. 

The Municipalities have to obtain approval of the 
Government for changes in the rates of taxes allowed 
to them. The process, however, has not been dilatory. 

On the contrary the State Government desires the Muni¬ 
cipalities to have the level of house tax at a consoli¬ 
dated rate of at least 20 per cent, and a substantial 
number of municipalities, however, have failed to do so. 
There have been no instances of not sanctioning taxation 
proposals of Local Authorities provided they were sub¬ 
mitted in right time. 

Question No. 192. 

Is there failure to make devolution sufficiently diversi¬ 
fied in relation to the capacity of particular local bodies 
to exercise particular powers ? Thus do the legislation 
regulation and administration, taken together, show 
inadequate appreciation of the distinction between — 

(i) categories of local bodies; tax-power which may 
be wholly unsuitable for one category may be 
very suitable for another ; 

(ii) degrees of development among local bodies of the 
same categories : e.g. a tax-power not suitable 
for some village panchayats may be suitable 
for others. 

‘ Please give instances. 

So far as Legislation is concerned, subject to the 
sanction of the State Government every local body is 
competent to levy any tax which is within the compe¬ 
tence of the State Government under the Constitution. In 
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practice, however, differentiation is secured by two 
factors (1) the selection of the tax is left to the local 
authority which sees to the suitability of the tax and 
(2) sanction is in the hands of the State Government 
which looks to the equity of the tax. This results in the 
automatic differentiation of the taxes according to the 
conditions suitable to local bodies. 

Question No, 193 

(a) In respect of individual taxes, does the devolution 
take sufficient account of the extent to which power 
may he transferred, e.g.— 

(i) power to decide whether or not to levy the tax; 

or 

( ii) power to decide the rate of levy of the tax; 

(iii) power to assess the tax; or 

(iv) power to collect the tax; or 

(o) different combinations of the above , 

(b) In the same connection , is adequate use made of 
the different conditions which may be attached to the 
powers mentioned above, e.g.— 

(i) condition making the levy of the tax compulsory 

at a stipulated minimum rate . 

(ii) condition that the rate of levy shall be subject 
to a stipulated maximum . 

(in) condition to ensure the relative independence of 
the assessing agency; and 

(iv) condition that a particular standard of collection 
shall be maintained ? 

(c) With reference to particular taxes and particular 
categories of local bodies, please give instances, if any, 
illustrative of the following : — 

(i) a power is withheld altogether, though a certain 
degree of power with , if necessary, certain condi¬ 
tions, might be transferred; 

(ii) the degree of power transferred might be higher 
or lower; and 

(iii) the conditions attached might be more restric¬ 
tive or less restrictive. 


The taxing powers and limitations of each category 
of Local Authority in Bombay State have been described 
in Section B of the General Note. 


Question No, 194 

Is the devolution defective in that there are concurrent 
and overlapping powers by the State Government and 
the local body? Please give instances and explain the 
disadvantages involved in actual practice. 


There is no overlapping. 

Question No. 195 

(a) Is there, in your opinion, defective co-ordination — 
] fiscal, administrative, or other between particular local 
taxes and allied State or Central taxes ? Please give 
instances and point out the nature order of the detri¬ 
mental effect, if any , on the Public or on trade, industry, 
etc. What remedies would you suggest ? 

(b) Does the lack of co-ordination, in any particular 
instance, result in unnecessary duplication of staff or 
other forms of wasteful administration ? Does it lead 
to needless harassment of the tax-power by different tax- 
agencies ? What remedies would you suggest ? 

(a) No. 

(b) No. 

Question No. 196 

Apart from defects traceable to the Constitution 
(Question No. 186) or to the legal and other arrange¬ 
ments for devolution in individual States (Questions Nos. 
188 to 194) or to inadequate co-ordination between the 
different tax-structures, Central State and Local (Ques¬ 
tion No. 195), are there any other important types of 
defects in the framework of the system ? Please give 
instances. What remedies toould you suggest ? 


No. 

Question No. 197 

Have you any comments to make on the proportion 
borne by the tax-revenue of different categories of local 
bodies to — 

(i) ?ion-tax revenue other than grants-in-aid, and 

(ii) grants-in-aid ? 


This has been indicated in the General note. 

Question No. 198 

Do you consider that local bodies fail to make full 
use of the tax resource available to them ? Would you 
agree that they should use their powers of taxation fully 
before receiving further grants-in-aid, as a means of 
adding to their resources ? 


It is true that the local bodies do not make full use 
of the tax resources available to them. Grants-in-aid 
from Government should be conditional on the local 
bodies deriving adequate income from taxation sources 
open to them. This is so in the case of dearness allow¬ 
ance grants paid to Municipalities in Bombay State. 

Question No. 199 

If it was necessary to equip local bodies with additional 
resources beyond their powers of taxation, which of the 
following alternatives would you prefer and why — 

(i) transfer of additional powers of taxation; 

(ii) assignments of a proportion of tax or taxes 
collected by the State Government within the 
area of a local body — 

(a) with the local body, exercising no responsi¬ 
bility in respect of the tax or taxes; 

(b) with the local body exercising responsibility 
of different degrees (e.g., for assessment, 
collection, etc.) in respect of the tax or 
taxes . 

(iii) grants-in-aid ? 


Please elaborate your answer with reference to the 
particular taxes you have in view in regard to alter¬ 
natives (i) and (ii). 


Local bodies have not exploited to the full the existing 
powers of taxation available to them as they are afraid 
of inviting popular discontent. Therefore the transfer of 
additional powers of taxation will not be of much use. 
As far as possible therefore alternatives (ii) and (iii) 
should be preferred. Both these have their advantages 
and disadvantages and whether in any specific 
case one or the other should be preferred will 
depend upon the nature of the source of revenue pro¬ 
posed to be transferred and the purpose for which it is 
to be transferred. An assignment is a recurrent and 
unconditional regular grant which should be given for 
basic budgetary needs; a conditional grand should be for 
a progressive need for which self help of the local autho¬ 
rity should be feasible and forthcoming. 

Question No. 200 

Since (a) lands under non-agr{cultural use, (b) build¬ 
ings and (c) income from both these are subject to taxa¬ 
tion by : — 

(1) the Union (section 9 of the Income Tax Act); 

(2) the States (non-agricultural assessment and, in 
some States , urban immovable property tax); 
and 

(3) Local Bodies. 

It is sometimes contended there is multiple taxation of 
the same source of income and that in any case, there 
is need for correlating these different taxes into a more 
rational system ♦ Do you agree with this view? If so, 
what scheme would you suggest for the purpose ? Would 
you adopt a uniform basis of valuation for all the taxes 
concerned. Central State and Local ? What basis would 
you adopt : the capital value of the property its annual 
rental value ? 
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It is true that there is need for a more rational system 
but this does not rule out multiple taxation by the State 
and the local authorities which are inevitable in a federal 
polity. What is more important is the total incidence 
of the tax and the basis of valuation. In order to safe¬ 
guard the interest of tax-payers as well as the financial 
requirements of the Corporations of Bombay, Poona and 
Ahmedabad the Government of Bombay has reduced 
their U. I. P. Tax so that the general house tax rates 
levied by the Corporation could be increased. The basis 
of valuation in a given area should be the same for 
purposes of Central Local and State Taxes. 

Question No. 201 

If the question of valuation was confined to the levy of 
urban immovable property tax by States and general 
property tax by local bodies, what basis, toould you 
adopt : capital value or annual rental value ? Do you 
agree with the recommendation of the Local Finance 
Enquiry Committee that “there should be no change 
from the well-tried basts of rent to the more or less 
uncertain basis of capital value”, but that where “muni¬ 
cipalities are actually adopting capital value as the 
basis and there is no complaint, that basis may conti¬ 
nue” ? 


The tax on property should be on the well tried basis 
of annual rental value which is founded on capacity 
for recurring yield and seems better than capital value 
particularly when rents are controlled without relation 
to present capital value. This Government agrees with 
the views of the L. F. E. C. in this respect. 

Question No. 202 

& regards the urban immovable property tax, the 
Local Finance Enquiry Committee says in effect that , 
even though property tax generally should be left to 
exploited by local bodies, it would be not expedient 
and suitable for that Government (i) to levy in urban 
immoveable property tax when a municipality fails to 
levy a property tax in spite of a statutory obligations to 
do so or (ii) to continue to levy the tax when a muni¬ 
cipality refuses to increase its property tax to the extent 
the State Government is prepared to reduce its urban 
immovable property tax. Do you agree with this view ? 
Have you any other comments to make on the urban 
immoveable property tax ? If you consider it a suitable 
form of taxation for the States, what modifications, if 
any , would you suggest in regard to exemptions, rates of 
levy, mode of assessment and procedure for collection ? 

This has been replied to in the Note on Urban Immov¬ 
able Property tax in Memorandum IV. 


Question No. 203 

What principles would you recommend for adoption 
in regard to the general property tax ? Would you exempt 
rental values below a particular level 7How would you 
deal with the properties of owner-occupiers or of chari¬ 
table or educational trusts or of co-operative housing 
societies ? What remissions, if any , would you give for 
vacancies ? So far as new buildings are concerned, would 
you recommend exemption for the first few years after 
construction, with a vieio to encouraging house-build¬ 
ing ? 

It is difficult to comment on the general question re¬ 
garding the principles for the assessment of property tax. 
as regards the specific points which have been raised, 
the remarks are as follows : — 

(i) Exemption limits .—As recommended by the 
Local Finance Enquiry Committee in para. 189 of its 
Report there is no case for the exemption of properties 
with rateable values below a certain limit unless the 
municipalities themselves consider that the labour and 
cost involved in the collection of taxes on such small 
properties is disproportionate to the revenue recovered. 

(ii) Owner-occupied properties. —These should *be 
treated in the same manner as the properties which are 
occupied by tenants. 

(iii) Charitable and Educational properties .—There is 
already provision in the Municipal Corporations Act for 
the exemption of such properties. The Municipal 
Boroughs and the District Municipal Acts do not contain 
such provisions but the Municipalities make the neces¬ 
sary provisions in their rules for exemption of such 
properties. 

(iu) Co-operative Housing Societies. —The properties 
owned by such Societies should be treated on the same 


level as other properties. If any assistance is to be given 
to such societies particularly these of poor people formed 
for slum clearance, that can be given as grant-in-aid in¬ 
stead of exemption from property tax. 


(u) Remission for vacancies ,—This Government has 
accepted the recommendations of the L. F. E. C. that 
remission should not be granted in case of vacancies of 
less than 90 days in a year and that the total remission 
should not exceed one-half of the amount of tax due. 


Question No, 204 

Should property tax be progressive ? If so, how and 
to what extent ? 


This principle has already been accepted by this 
Government. The actual gradation has been left to the 
Municipalities. 

/ 

Question No. 205 

What categories of local bodies should be empowered 
to levy property tax ? What should be the extent of the 
power in each case, and what conditions, if any should 
be attached to the exei'tise of the power ? 


Local bodies having jurisdiction over compact areas 
like villages or towns should be allowed to levy property 
tax e.g., Corporations, Municipalities and Village Fan- 
ehayats which they are doing Local bodies like local 
boards should not be allowed to levy this tax and they 
do not do so in this State. 

Question No. 206 

Have you any suggestions to make in regard to the 
administrative machinery and procedure for the assess¬ 
ment and collection of the property tax in relation to the 
different categories of local bodies ? 


This arrangement is quite satisfactory. Local Bodies 
have been asking and Government has been deputing its 
officers to fix the assessment of properties on proper 
rental values and other appeals and this practice which 
has resulted in substantial increase of revenue of local 
bodies. The arrangements may be continued particularly 
in case of those Municipalities where the assessment 
work is not satisfactory on account of under valuation of 
properties. 


^Question No. 267 

In so far as certain taxes usually known as “service 
taxes’ e.g., water t lighting, drainage, and conservancy 
taxes , are levied along with, and on the same basis as, 
the general property tax by certain local bodies, what 
suggestions, if any, would you make in regard to the 
rates of levy , collection, etc., of these taxes ? Have you 
any comments to make regarding property and service 
taxes vis-a-vis port trust properties , railway properties, 
other properties of the Central Government and proper¬ 
ties of State Governments ? 


The rates of service taxes should be such as to make 
the services self-supporting. The practice of levying 
water rate by meter measurement is sound. There should 
be no concession in regard to the payment of these taxes 
in the case of port trust, Government and railway 
properties. 


Question No. 208 

Do you consider that, the system of local fund cesses 
(viz,, cesses on land revenue, collected by the revenue 
administration and handed over to local bodies ) is satis¬ 
factory in its operation ? If not, what alterations, if any , 
would you suggest ? Please deal with local boards and 
village panchayats separately, and specify the individual 
State or States to which your reply relates. In particular: 

( i) Are minimum and/or maximum rates of levy 
laid down ? Are they, in your opinion, either too 
high or too low ? 

(it) To zohat extent are the cesses ear-marked for 
different purposes e.g., road ce$s, education 
cess , etc.)? Would you extend or curtail the 
system of ear-marking ? Should there be a 
general cess in addition to ear-marked cesses ? 

In what circumstances ? 
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(Hi) To what extent to suspensions and remissions 
of land revenue effect the collection of the 
cesses ? Have you any suggestions to make in 
this connection ? 

(it?) Please deal with any special problems connected 
with local fund cesses in — 

(a) Part B and Part C States . 

(b) Areas in which zamindaris are newly 
abolished. 

In this State Local Fund Cess ( vide reply to No. 193) 
is collected by the local revenue officers along with the 
Government land revenue. This is quite satisfactory. 

(i) The maximum rate of Local Fund Cess is 3 annas 
in a rupee and this cannot be called excessive in view of 
prices of agricultural produce. In the case of the merged 
areas the Local Fund Cess is to be recovered in accor¬ 
dance with the orders issued in Government Resolution, 
Revenue Department, No. 686/49, dated the 22nd Janu¬ 
ary 1953 (copy enclosed). In the merged areas the rate 
of local fund cess is not in accordance with the pro¬ 
visions of Section 93 of the Bombay Local Boards 
Act, 1923. In some cases, no local fund cess is recovered 
while in others it is recovered at the pre-merger rates 
which is 3 annas or less, Government also levies a cess 
not exceeding 3 annas on every rupee of water rate 
leviable under the provisions of the Bombay Irrigation 
Act, 1879 ( vide Section 95 of the Bombay Local Boards 
Act, 1923). 

(ii) Out of a cess of 3 annas in the rupee, the District 
Local Boards have to ear-mark 15 pies in the rupee for 
primary education. 

Under Section 80-A of the Bombay Local Boards Act 
1923, cess levied on water rate is utilised towards the 
improvements of communications in irrigated' tracts in 
the District, 

(Hi) Whenever land revenue is suspended or remitted, 
local funds cess is not suspended except on the specific 
request of the local board and in that case the local 
boards are usually given, advances to carry on their 
activities. This arrangement is quite satisfactory. 

( iv ) Does not arise. 

Question No. 209 

Please state your views on the relative merits of 
octroi and terminal tax, in one or more of the forms in 
which they prevail in different parts of the country, 
from the stand-point of— 

(i) the local body concerned : e.g., revenue derived 
and, in comparison with it, cost of collection , 
size and complexity of administration, scope 
for evasion, etc. ; 

(ii) the person who pays the tax : certainly as to 
amount payable and convenience of collection; 
and 

(iii) the trade, the consumer etc. : incidence and 
ejects of incidence, in so far as these can be 
broadly assessed. 

Are octroi and terminal tax mutually exclusive sys¬ 
tems, or would it be permissible and desirable, in cer¬ 
tain circumstances , to combine the two systems ? 

On an examination of the relative merits of (a) Octroi , 
(b) terminal tax and (c) any desirable form of combina- 
tion of the two, which particular alternative would you 
recommend for general adoption by local bodies ? Do 
any constitutional or legal difficulties in the way of 
implementing your suggestions ? 

Under the existing constitutional provisions when the 
terminal tax is included in the central list, Government 
has encouraged municipalities to levy octroi. Kven the 
Local Authorities which used to levy terminal tax prior 
to 1917 are being pursuaded to switch over to octroi. If 
the terminal tax on goods and passengers carried by 
railway, sea or air were transferred to the State list, it 
would*be necessary to devise a method for distributing 
the proceeds amongst different local bodies. Such a 
terminal tax can also enable the Corporations to levy a 
tax on their floating population which comes in and 
goes out of the city in thousands daily, make use of 
all the civic amenities of- the Corporations but contri¬ 
butes little to the revenues of the Corporations. 

Question No. 210 

Does your examination lead to the conclusion that both 
octroi and terminal taxes are unsuitable as forms of 
local taxation and should, therefore, be abolished ? If so, 
what substitutes would you recommend ? Do you consider 
the suggestion that local bodies should be allowed to levy 
surcharge on scale tax feasible and desirable ? 


No. This has been replied to in detail in the note on 
Motor Vehicles Taxes in Memorandum IV. 

Question No. 211 

If your suggestions involve certain modifications in 
the prevailing forms of octroi or terminal tax, what are 
the changes you would recommend ? 

Only the refund arrangements of octroi need to be 
more prompt and less irksome. 

Question No. 212 

What rates of levy, exemptions, procedure for collec¬ 
tion and for refunds and arrangements , if any, for “bond¬ 
ing” would you suggest ? 

Loca) octroi rules set up a time limit for goods in 
transit to be considered as such and for prompt act of 
taxing jurisdiction. In case goods in transit fail to move 
out before the set time limit, they are taxed as if they 
were meant for consumption the local area, at the 
normal rate. 

Question No. 213 

Should the basis of assessment for octroi be ad 
valorem or by weight, etc,? How would you provide 
against procedural delays and difficulties ? 

Ad valorem. There do not seem to be procedural delays 
or difficulties. Time occupied for framing rules, for 
publications and obtaining sanction of competent authori¬ 
ties cannot be considered as procedural delay. * 

Question No. 214 

Would ail *&xtension of the nationalisation of motor 
transport make it possible to adopt a simpler and more 
effective system of terminal taxes on goods transported 
by road ? 

It is possible that an extension of the nationalisation 
of motor transport, particularly to goods transport, may 
make it possible to adopt a simpler and more effective 
system of octroi. 

Question No. 215 

Have you any suggestions to make in regard to the 
better correlation of octroi or terminal tax with allied 
forms of State and Central taxation such as Sales tax, 
excises and customs ? 

The rates of octroi are sanctioned by Government 
which sees to it that the consumers are not over-taxed 
after taking into account the incidence of the Sales tax. 

Question No. 216 

Taxation on goods carried by road is only one of the 
items recovered by entry No. 56 of the State List viz. t 
“taxes on goods and passengers carried by road or on 
inland waterwaysHave you any comments or sugges¬ 
tions to make in regard to the utilisation of this entry 
for purposes of local and or State taxation ? 

This Government considers that local bodies should 
not be allowed to levy tax on passengers coming by 
road, except passengers Visiting Hill Stations. This is 
because most of the passenger bus transport is now 
nationalised and its taxation requires uniform State 
policy rather than local variation and lack of uniformity. 

Question No. 217 

Should the ft pilgrim tax” levied by certain local bodies 
be more widely adopted ? Do you consider that a suitable 
form of taxation on the floating population in the bigger 
cities can be devised ? 

Pilgrim tax should be adopted at all pilgrim centres. 
Due to practical difficulties it has not become feasible 
to tax floating population. 

Question No. 218 

What are your views regarding the desirability and 
feasibility of a poll-tax” as a form of local and for State 
taxation ? 

It is not considered desirable to levy “poll-tax” by 
local bodies. 

Question No, 219 

(a) Have you any suggestions , not already covered by 
your previous answers (e,g„ on motor vehicles taxation), 
to make regarding the levy of taxes on vehicles, animals 
and boats for purposes of local and/or State taxation ? 
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(b) Do you consider toll a suitable form of local and/or 
State taxation ? In ivhat circumstances ? 

(a) Local bodies are permitted to levy taxes on 
vehicles, animals and boats. 

(b) No. 

Question No. 220 

The Local Finance Enquiry Committee recommends 
that the limit of Rs. 250 placed on profession tax by the 
Constitution should be raised to Rs. 1,000. Do you 
agree ? Would you recommend the wider adoption of 
profession tax by local bodies and/or State Govern¬ 
ments ? Which categories of local bodies may suitably 
levy it, and with what safeguards ? Should the levy be 
compulsory in certain cases, and if so at what minimum 
level ? What modifications, if any , would you suggest 
in the prevailing forms of levy of this tax ? What steps 
would you take for its better correlation with income- 
tax , from the point of view of incidence or fox purposes 
of administration etc. ? 

The limit should be raised to Rs. 1,000. We are in 
favour of all local bodies levying this tax. The levy of 
the tax, though not compulsory at the initial stage should 
be made compulsory later on. The minimum level will 
depend on the local conditions. A copy of model rules 
(Government Resolution, General Department, No. 3400, 
dated 8th March 1953) for the levy of profession tax 
by Local Authorities is attached. No modifications in 
the prevailing form is considered necessary. As regards 
correlation with income-tax, the Central Government 
should adjust their rates so as to give full scope to the 
local bodies to obtain the maximum revenue from this 
tax. 

Qusetion No. 221 

Certain local bodies/States levy a ‘Theatre tax’ (on 
each performances, e.g,, each cinema $h&w) under entry 
No. 33 of the State List. This is in addition to the enter¬ 
tainment duty leined by the State Government under 
entry No. 62 of the State List , What are your views on 
the suitability of this tax for more general adoption ? 

Theatre tax is being levied by almost all the local 
bodies, 

Question No. 222 

Have you any suggestion to make regarding the levy of 
betterment taxes by different categories or local bodies 
(e.g.,by a municipality in connection with town improve¬ 
ment) ? 

Under Section 18 of the Bombay Town Planning Act, 
1915, the local bodies are authorised to recover cost of a 
town planning, i.e. t a town improvement scheme wholly 
or in part by levying a contribution (betterment) charges 
on the plot holders in the scheme. This provision of the 
Act can be considered to be sufficient. This Slum 
Clearance Bill proposed by the Bombay Municipality also 
includes a provision for Slum Clearance. 

Question No. 223 

Have you any comments or suggestions to make on 
any items of local taxation not covered by the foregoing 
questions ? 

No. 

Question No. 224 

Have you any general suggestions to make regarding 
the fuller utilisation of their tax resources by different 
categories of local bodies ? 

This Government has examined this question in detail 
and has made the following recommendations to the 
municipalities regarding the fuller utilisation of their 
resources : — 

(1) Revision of assessment lists with the help of 
Government Officers to prevent under-assess-. 
ment of properties. 


(2) Levy of a consolidated tax (consisting of house- 
tax, general sanitary cess, general water rates 
and lighting tax) on buildings and lands of not 
less than 20 per cent, of their annual letting 
value, or 1-5 per cent, of their capital value, 
the rate on business premises being fixed at 
50 per cent, more than on other classes of 
premises. 

(3) Special services of Municipalities like conser¬ 
vancy and arrangements for supply of water 
should be made self-supporting by levy of special 
water rate and special sanitary cess at rates to 
cover the^full cost of these services. 

(4) Octroi or terminal tax should be levied on ad 
valorem basis. 

(5) Imposition of cycle tax. 

(6) Imposition of profession tax. 

The grants payable by Government on account of pay¬ 
ment of dearness allowance are subject to the condition 
that the Municipalities increase their revenue by addi¬ 
tional taxation. 

Further, after the receipt of the report of the Exami¬ 
ner, Local Fund Audit Department in which defects in 
regard to the finances of the Municipalities are pointed 
out, Government issues specific instructions for the 
improvement of finances, to the Municipalities concerned. 

The above steps are considered sufficient for ensuring 
that the local bodies utilise their tax resources to the full. 

A copy of Government Resolution, Health and Local 
Government Department, No.4104/33, dated the 28th 
May 1948 and subsequent' amendments to the same is 
attached. The Municipalities may be advised to levy tax 
on advertisements (other than advertisements in news¬ 
papers). 

Question No. 225 

Have you any general suggestions to make regarding 
assessment and collection of taxes by different categories 
of local bodies with a view to making the administration 
in this respect more efficient and more economical ? 

With a view to making the administration in respect 
of assessment and collection of taxes more efficient, 
Government deputes its officers for appointment as 
Assessment and Appellate Officers and where necessary, 
as recovery officers under the Municipal Acts. The 
D. L. As. have powers of inspection and supervision and 
for prevention of extravagance in the employment of 
establishment and they see to it that the local bodies 
do not employ staff in excess of their requirements. 

Question No. 226 

What problems , if any,'not covered by the foregoing 
questions , are special to Part B States ? Please state hov) 
you would deal with them. 

Not concerned. 

Question No. 227 

Have you any comments, not already covered by your 
answers, to make on the recommendations of the Local 
Finance Enquiry Committee in so far as they are rele¬ 
vant to Local taxation ? 

No. 

Question No. 228 

Should provision be made for manual labour being 
contributed (a) as an additional tax or (b) in payment 
or part-payment of an existing tax, to one or more cate¬ 
gories of local bodies or to State Governments, in fur¬ 
therance of specific local development or, generally # of 
the development programme of the country ? What, in 
your view , are the possibilities and implications of the 
suggestionl 

In the case of Village Panchayats manual labour is 
permissible towards payment of house tax. It may not be 
suitable fqr other local bodies. 





STATEMENT I— contd. 
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STATEMENT III, 

Showing the details of Income of the Municipalities in Bombay State } 1950-51 to 1952-53- 


Serial No* Name of the Tax 

I 950 - 5 1 

1 95 1 “52 

1952-53 

1 

2 

3 

4 

5 

I—Tax 

Revenue 




I 

General Property Tax (Tax on houses and lands) ..... 

Rs. 

71.46,751 

Rs. 

87,27,292 

Rs. 

97.95.728 

II 

“Service*’ Taxes (water, lighting, drainage, conservancy, etc.) 

72,00,583 

78,12,152 

80,17,453 

III 

Local Fund Cesses .......... 




IV 

Octroi, Terminal taxes— 

Octroi 

Terminal Tax .......... 

1 , 54 , 92,467 

35 , 39*354 

1 , 95 , 97,957 

38,82,704 

2,13*54*240 

29*73*630 

V 

Tolls. 

9,17,713- 

9 * 55*109 

9.82,780 

VI 

Taxes of goods and passengers carried by road or inland waterways . 

. 



VII 

Taxes on vehicles, animals and boats ....... 

8,71,094 

8,05,210 

8,56,648 

vm-A 

Tax on professions and trades. ....... 

1,98,204 

1,43,978 

1,40,366 

IX 

Theatre Tax ........ • 

4,23,465 

4,06,156 

4,81,340 

X 

Pilgrim tax .......... 

5,66,081 

5,44,804 

4.99.561 

XI 

Town improvement and “Betterment” taxes ...... 




XII 

O tb er Taxes and ratea— 

Education cess ....... . 

Hotel tax ........ , . 

Sullage water removal tax ........ 

Miscellaneous . • - • » . . yA . 

1,61,858 

1,77,150 

6,753 

51,217 

84,7091 

3,36,0761 
21,281 j 

2,29,199] 

7.43.817 

i 


Total 

3767454*690 

4*32*05,211 

4,58,45.563 

II—Non-tax Revenue 




(«) 

Grants from Government— 





(f) For roads and buildings "... ... 

(«) For education ......... 

(Hi) For medical and public health purposes ..... 

( iv ) For other purposes ......... 

36,38,373 

2,46,151 

56,26,078 

31,15,844 

2,69,352 

61,74,305 

35,04,249 
2,30,287 
73,02,646 
-F 1,07,180* 


Total 

. 97,10,602 

95 * 59 * 59 1 

1,11,44,362 

w 

Fees, Fines etc- ........... 

88,94,199 

75,24,464 

73,98,113 

w 

Miscellaneous . . t . - . . . . ♦ 

31,48,285 

31,18,463 

23,12,016 


Total—Non-tax Revenue 

2,17,53,086 

2,02,02,518 

2,07,54,491 


Grand Total—Tax and Non-Tax Revenue 

5 ,85,° 7,776 

6 , 34 * 0 7*729 

6,66,00,054 


* Grant s from Local funds and other cesses in the Southern Division. 




STATEMENTS 

Details of Expenditure of Municipalities, 1950-51 

to 1 952 - 53 - 



Serial No, Name of the Tax 

I 950-5 1 


1952-53 

1 

2 

. .... ... 5 . 

3 

4 

5 



Rs. 

Rs. 

Rs. 

(«') 

Administration 

83,78,014 

87,61,509 

90,67,833 

(«) 

“Service”, water supply, drainage, conservation, lighting etc., charges . 

2,13,52,456 

2,28,46,862 

1 , 78 , 95,576 

(«0 

Medical and Public Health ......... 

, 25,68,761 

26,05,665 

67,66,641 

w 

Roads and Buildings * ....... 

78,03,610 

82,57*865 

90,32,430 

w 

Miscellaneous 

• 1,87,57,252 

2 , 32 * 45*314 

', 53 , 87,714 


Total 

. 5,88,60,093 

6,57.17.215 

5,81,50,194 
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STATEMENT V 


Showing the details of Income of District Local Boards in Bombay State , 1950-51 to 1952-53 



i950"5 1 

1951-52 

1952-53 

Tax Revenue 

R$. 

Rs. 

Rs. 

(I) General Property Tax (Tax on houses and Lands) 

* 

*.. 

*, 

(II) “Service** Taxes (water, lighting, drainage, conservancy etc.) 

*.. 



(Ill) Local Fund Cess ......... 

92,25,291 

1,04,67,775 

1,05,39,080 

(IV) Octroi. 

6,30,183 

7,76,806 

6,79,573 

Terminal Tax . ...... . 

*.. 



(V) Tolls. 

6,55,069 

5,21,086 

2,88,526 

(VI) Taxes on goods byroads or inland waterways 

t 

t 

t 

(VII) Taxes on vehicles, animals and boats (Wheel Tax) 

+ 

+ 

5,402 

55,165 

(VIII) Profession Tax. 

+ 

+ 

+ 

1,94,188 

(IX) Theatre Tax .......... 

+ 

+ 

+ 

+ 

+ 

(X) Pilgrim Tax .......... 

+ 

+ 

t 

+ 

(XI) Town Improvement and “Betterment” Taxes .... 

+ 

+ 

+ 

+ 

+ 

+ 

(XII) Other Taxes —• 

(i) Irrigation Cess . 

(ii) Local Fund Cess on Water Rates ...... 

(in) Local Fund Cess on Forest Revenue ..... 

3,10,483 

1,96,760 

7,307 

2,63,427 

3,15,282 

49,385 

11,08,712 

4,68,806 

1,627 

Total 

1,10,25,593 

Ii 33»99 »i 6 3 

',33,35,677 

Non-Tax Revenue 




Grants from Government — 




(i) for roads and buildings^ 

(a) Local public works ........ 

(b) Village Approach Roads . ..... 

2 i, 35 i 6o 5 

10,13,000 

15,40,814 

11,06,917 

17,55,041 

10,80,811 

(ii) for education 

* 

* 

15,620 

(iii) for medical and public health . . . * , . 

4,76,586 

5,9°,251 

5,32,460 

(iv) for other purposes . . . . . . . * . 

(a) 15 per cent. Land Revenue ^ . 

(b) Grants on account of salaries of Chief Officers or Engineers 

(c) Grants on account of 50 per cent, dearness allowance of staff 

(d) Grants on account of 2 per cent. Forest Revenue 

41,28,548 

87,600 

10,83,600 

5,50,000 

49>64,314 

87,355 

10,15,820 

5,00,000 

21,17,938 

54,31,842 

82,572 

10,44,944 

Total 

94*74*939 

98,05,472 

1,07,42,501 

Tax Revenue . i. 

>10,25,593 

r ,23,99,163 

1,33,356,77 

Grand Total—Tax and Non-Tax Revenue . s 

1,05,00,53a 

2,22,04,635 

2,40,78,178 


•Separate figures are not available. 
tOetroi is levied on entry of goods. 
^Separate figures are not available. 


' l 

STATEMENT VI 

Details of Expenditure of District Local Boards , 1950-51 to 1952-53 


(1) Administration 

(2) Services (Water Supply and Drainage Works) . 

(3) Medical and Public Health 

(4) Roads and Buildings . 

(5) Miscellaneous * 


1950-51 I95I-52 1952-53 


Rs. 

Rs. 

Rs. 

18,65,648 

18,93,231 

22,33,879 

14*969635 

' 3 , 94,383 

24,36,365 

28,35,584 

29 , 39,979 

30,06,219 

Li 9 * 37*537 

1,17,36,621 

1 , 27 , 98,932 

5 * 59*300 

> 6 , 55,397 

78,03,777 

1,86,96,704 

1,98,19,611 

2,82,79,172 


Total 



















memorandum ra 

A. Land Revenue 


i. Taxation of land may be said to be ages old as 
well as universal. There were land taxes in China 2,000 
years B.C. and it is reported that there were land taxes 
also in early Pyramidian Egypt. Some people believe 
that the earliest taxation measures were not so much 
commodity taxes as land taxes or land rents. On behalf 
of the community as a whole, the State is the owner of 
all land cultivated or uncultivated and an individual sub¬ 
ject holds land as an occupant subject to the payment 
of land revenue. 

Modern land taxation in Western countries has the 
following main features; — 

(a) There is a low rate on the capital or annual value 
of land. Though called a tax it has some elements of 
rent. 

(b) There is a progressive tax on income from land. 
In India a tax on agricultural incomes is not part of the 
Central Income-tax law but can be levied by the States. 
In other countries, however, income from agriculture is 
assessed along with all other non-agricultural income in 
a common income-tax law. 

(c) There is death duty or an estate duty, and 

(d) A local rate on (a) above for purposes of the 
Local Authorities. 


In Bombay State (a), (c) and (d) are levied now that 
the Government of India have enacted and brought into 
operation the Estate Duty Act with effect from 15th 
October 1953. No tax on agricultural incomes is being 
levied in this State. 


2. In areas other than, the City of Bombay taxation 
of land by the State Government is governed by the 
Bombay Land Revenue Code, 1879, and in Bombay City, 
by the Bombay City Land Revenue Act of 1876, as 
amended from time to time. For purposes of taxation 
under the Bombay Land Revenue Code, 1879, land has 
been classified broadly into its two main uses viz., agri¬ 
cultural and non-agricultural. Since the time, the origi¬ 
nal settlements were completed some time between 1820 
and 1875, over seventy-five to hundred years ago, a con* 
siderable amount of land then classified as agricultural, 
has been put to non-agricultural uses, particularly in and 
near towns and cities with the expansion in pouplation, 
trade and industry. Such agricultural land used for non- 
agricultural purposes is now assessed to tax along with 
other non-agricultural land. The principles of taxation 
applied to agricultural use are different from those ap¬ 
plied to non-agricultural use as well as agricultural land 
used for non-agricultural purposes. While the basis of 
taxation of agricultural land is a rental value, that of 
non-agricultural land* is a percentage of market value 
of freehold land. In the City of Bombay, and Bombay City 
Land Revenue Act of 1876 does not provide for any 
classification of land into agricultural or non-agricultu¬ 
ral. Assessment levied under the act is governed by 
the nature of existing tenures. 

3. With the recent abolition of special tenures like 
Mehwasi, Bhagadari, Talukdari, etc. and wtih the ap¬ 
plication of the Bombay# Land Revenue Code, 1879 to 
merged States areas, the entire area of the State classi¬ 
fied as agricultural land is now under the ryotwari 
tenure. Government fixes land revenue on each indivi¬ 
dual survey number with its occupant for a period of not 
less than 30 years but not permanently. Mount Stuart 
Elphinstone introduced the ryotwari system in the for¬ 
mer British Districts of the Bombay State between the 
years 1815 and 1830 by abolishing the then prevalent 
Peshwa system of “farming the revenue’'. 

The original settlements in the State were completed 
by 1875 and practically all of them have since under¬ 
gone at least one revision. Upto the year 1939, the Land 
Revenue Code itself did not prescribe the principles or 
the basis of assessments of agricultural land. Section 
107 of the Code, which was repealed in 1939, only stated 
that in revising assessments ‘regard shall be had to the 
profits of agriculture’, in the case of land used for agri¬ 
cultural purposes, and ‘the value of land 5 in the case of 
other ueses of land. Though the Code did not define the 
principles of assessment, Rule 19 of the Rules framed 
under the Act, and executive instructions issued from 
time to time laid down certain well defined regulations 
which have been followed at the time of revisions in 
the State. These regulations with some modifications 


governing maximum enhancement at the time of revi¬ 
sion were incorporated in the Code as principles of as¬ 
sessment of agricultural land in 1939. The Curzon Reso¬ 
lution of the Government of India 1902 defining the ob¬ 
jectives of land revenue policy in ryotwari areas referred 
to the aim of the Government to take as land revenue 
a maximum of half the rental value of assessed are^s. 
In practice, only in few areas were the standard rates 
pitched at half the rental value. The amendments to 
the Land Revenue Code in 1939 which placed on the 
statute the principles of land taxation prescribed a ceil¬ 
ing of 35 per cent, of the rental value as the pitch of 
assessment, and in cases where the standard rates were 
above 35 per cent, of rental value, the popular Govern¬ 
ment granted relief in taxation during 1937-39. 


Chapter VIII-A of the amended Code prescribes the 
principles of assessment and settlements of land revenue 
on agricultural land. As provided in section 117 (G) 
agricultural land is to be settled into homogeneous 
groups or tracts of land consisting of a number of 
villages. The groups are to be formed on consideration 
of the following factors: — 

(i) physical configuration, 

(ii) climate and rainfall, 

(iii) markets, 

(tP) communications, 

( v ) standard of husbandry, 

(ui) population, and supply of labour, 

(vii) agricultural resources, 

(viii) the variations in the area of occupied and cul¬ 
tivated lands during the last 30 years, 

(ix) wages, 

(cc) prices, 

Cri) yield of the principal crops. 

(xii) ordinary expenses of cultivating such crops, 
including the wages of the cultivator for his 
labour in cultivating the land. 

(xni) rental values of lands used for the purposes of 
agriculture. 

(, xiv ) sales of land used for the purposes of agricul¬ 
ture. 


In each group of villages, land is further classified into 
various types of soils such as dry crop, wet crop (paddy) 
and garden land. Each type of soil is further subdivided 
into three or more additional classes according to the 
colour of soil black, red or gravel. Each of these 
subdivisions is further divided according to the. depth 
of alluvium and qualities or defects called advantages 
or faults. Each of the subdivisions so formed is then 
given a classification value in terms of annas in the 
rupee. The best class of land is given 16 annas classi¬ 
fication value. The rates of assessment on each indivi¬ 
dual survey number and on each class of soil are fixed 
according to its classification value in relation to the 
assessment rate applied to the soil with the 16 annas 
classification value, or in relation to what is called the 
standard rates. The process of classification of land in¬ 
to homogeneous groups and further subdivisions in 
terms of classification value help an equitable distribu¬ 
tion of the aggregate demand in detail to each class of 
land and on each survey number. Fixation of the ag¬ 
gregate assessment either at the. time of the original set¬ 
tlements or at the time of subsequent revisions at the 
end of every 30 years or more has to be done in rela¬ 
tion to the changes that have taken place in factors (i) 
to (xiv) indicated above. 


4. Pitch of Assessment .—The Code, however, lays down 
certain conditions which prevent an excessive increase 
in the land revenue' payment at the time of revision. 
This is done under provisions of section 117(F) and the 
proviso to section 117(G). The latter regulates the pitch 
of assessment or the variation of the maximum rates. 
Under section 117(F), it has been provided that—• 

(1) the aggregate existing assessment of lands in a 
taluka shall not be increased at a settlement 
by more than 25 per cent., 


*Ste however paragraphs 32-35. 
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( 2 ) the aggregate existing assessment of land in a 
group shall not be increased at a settlement by 
more than 25 per cent., 

(3) the aggregate existing assessment of lands in a 
village shall not be increased at a settlement 
by more than 50 per cent, 

(4) the existing assessment of a survey number or 
a sub-division thereof shall not be increased at 
a settlement by more than 50 per cent. 

(5) notwithstanding anything contained in this sec¬ 
tion the Provincial Government may, by noti¬ 
fication in the Official Gazette , exclude any 
lands from the operation of this section. 

While rental value is only one of the factors determin¬ 
ing assessment, it has been given primary importance 
in regulating the pitch of assessment or the determina¬ 
tion of standard rates. It may be said, therefore, that 
the basis of assessment even with the amendments in 
1939 to the Code is the rental value, According to the 
proviso to section 117(G)(1),— 

“the standard rates so fixed shall be such that the 
aggregate assessment on the occupied lands in 
any group shall not exceed thirty-five per cent, 
of the average of the rental values of such lands 
for a period of 5 years immediately preceding 
the year in which the settlement is directed.” 

5. Rental value has been defined as the consideration 
for which land is or could be leased for a period of one 
year for its most advantageous use. In the pre-war pe¬ 
riod rental value as the basis of assessment was object¬ 
ed to by students and exports of the subject because of 
the apprehension that it would lead to over-assessment. 
During the war years and in the post-war period rental 
value as a basis of assessment has however proved to be 
a factor likely to lead to underassessment, As provided 
in the Code rental value is akin to the theoretical compe¬ 
titive rent fixed by free contract between the landlord 
and the tenant. Prior to the enactment of the tenancy 
legislation in 1939, the rentals levied by landlords from 
tenants in the State were not controlled. In a country like 
India and even in Bombay State only a small propor¬ 
tion of the annual increase in the population finds alter¬ 
native employment in organised industries or other non- 
agricultural pursuits. The pressure of population on 
land has thus grown from year to year. Agriculture in 
the pre-war period particularly after the depression of 
the thirties was more a mode of subsistence than a gain¬ 
ful occupation decided upon by free will by the cultiva¬ 
tors. Since the demand for land was greater than its 
inelastic supply, rentals were high and assessments bas¬ 
ed on data of these rentals were felt particularly bur¬ 
densome during the period of' the great depression of 
1930, The Broomfield Enquiry Committee which exa¬ 
mined the Revision Settlement Report of the Bardoli 
Taluka, attacked the use of rental value as the basis of , 
assessment because of the danger of over-assessment due 
to rack renting. Revisions of settlements, were, there¬ 
fore, postponed between 1930 and 1939, In 1939 Govern¬ 
ment enacted tenancy legislation whereby rents paid by 
tenants to landlords were controller at jth of the gross 
produce in the case of dry crop land l/3rd of the gross 
produce in the case of wet and garden lands. In the 
pre-war period, it was felt that because of this regula¬ 
tion of rentals assessments based on rental value would 
be equitable and not unduly burdensome. 

6 . Incidence of Land Revenue during the war and 
post-war period ,—The incidence of land revenue on the 
cultivators has changed in favour of the cultivator dur¬ 
ing the war and post-war period, During the war and 
post-war period, prices of agricultural produce have 
increased by over 250 per cent. The following table 
indicates the increase in the index of wholesale prices of 
agricultural produce: — 

Table 1. —Index of Wholesale Prices of Agricultural 
Commodities . 


Agricultural commodities 


Year 

Food Cotton 
articles 

Ground¬ 

nut 

General 

Manufac- Index 
tures 

i 

2 

3 

4 

5 

^- 

6 

August 1939 

100 

100 

IOO 

IOO 

IOO 

1945.46 

. 246 

272 

312 

340 

244 

1948-49 

382*9 

444 

502 

346 

376 

April 1953 . 

366 -4 

453 

731 

365 

384 


It will be seen that the prices of agricultural product 
have increased on an average more than the general 
movement of wholesale prices as well as the increase 
in prices of manufactured articles. The prices of the 
main commercial crops, cotton and groundnut, particu¬ 
larly the latter, have substantially benefited the far¬ 
mers who cultivate economic holdings. 

7. Because of the increase in pricelevels, particularly 
prices of agricultural commodities, above those of manu¬ 
factured articles, coupled with the static land revenue 
demand owing to the absence of revisions on a major 
scale, the incidence as well as the money burden of 
land revenue has declined. In the absence of data re¬ 
lating to profits of cultivation, it is not possible to indi¬ 
cate the exact extent to which the incidence has be¬ 
come lighter. Statement I indicates the value of pro¬ 
duction of agricultural commodities in Bombay State in 
relation to the receipts from land revenue during the 
years 1938-39, 1945-46, 1948-49, 1949-50 and 1950-51. It 
appears that during the pre-war period the land revenue 
demand formed 8 per cent, of the total value of agri¬ 
cultural production. Land revenue as percentage of 
the value of agricultural production declined to 2*1 in 
1948-49 prior to the merger. After the merger, the land 
revenue receipts remained stable at 2:2 per cent, of the 
value of agricultural produce. It is clear, therefore, that 
in all cases where cultivation yields value of the pro¬ 
duce above the ordinary cost, absence of revisions and 
the static nature of the land revenue demand have 
made the incidence as well as the burden of the tax 
substantially light. 

8 . Postponement of Revisions 1930-1953.—Because of 
the popular objections to rental value as a basis of assess¬ 
ment fortified by the enquiry on the revision settlement 
of Bardoli Taluka no revisions were undertaken during 
the period 1930 to 1939. During the war-period a rise 
in wholesale prices and the general inflationary condi¬ 
tions that were then witnessed were both considered un¬ 
stable and abnormal conditions for revision settlements 
that have to be guaranteed for a period of 30 years. 
During the post-war period before revisions could be con¬ 
sidered in the former British districts came the merger 
of States which added 43 per cent, to the assessed area 
from 32‘3 million acres to 46’2 million acres. In the 
merged areas over 4 mllion acres of land were not even 
settled once by any systematic settlement procedure. In 
addition Government had undertaken extensive legisla¬ 
tion to abolish Mewasi and Talukdari tenures as well 
as the Khoti system in order to establish the ryotwari 
system throughout the State, This also increased the 
work of survey and settlement. Government, therefore, 
decided upon the following priorities in respect of sur¬ 
vey and settlement: — 

(1) (a) Survey of Khoti and talukdari villages for 

introduction of record of rights; 

(b) Survey and Settlement of unsurveyed and 
unsettled inam and merged areas; 

(c) Survey and settlement of merged areas 
where there is no settlement worth the 
name or where the existing pitch of assess¬ 
ment is disproportionately high. (Prefer¬ 
ence to be given to those villages and areas 
where as a result of survey and settlement 
the land revenue payable to Government 
is likely to be enhanced appreciably.) 

(2) Revision settlement work: — 

(a) with a view to removing existing inequi¬ 
ties; and 

(b) with a view to bringing the current settle¬ 
ment up-to-date. 

Revision settlement work has thus been postponed part¬ 
ly because of the unstable level of prices and partly 
because of original survey and settlement work that was 
required to be done in merged areas and inam lands. 

9. The case for increasing Land Revenue on Agricul¬ 
tural Land .—During the year 1950 the Government of 
Bombay in consultation with the Planning Commission 
examined the financial position of the State Govern¬ 
ment with a view to raising adequate resources for the 
implementation of the State Five Year Plan. The Com¬ 
mission considered that the incidence of land revenue 
on the cultivators in the Bombay State as in all other 
States had become lighter and lighter during the war 
and post-war period. They, therefore, recommended 
that a surcharge or land revenue should be ‘imposed so 
as to yield a revenue of Rs. 6 crores by the levy of a 
flat surcharge and an additional sum of Rs. 3 crores 
from a graduated surcharge to be fixed according to 
size of the holdings of the cultivators, the amount of 
revenue paid or the nature of the crops grown. The 
Planning Commission in their Final Report of the Five- 
Year Plan, at Chapter III page 50 have stated the case 
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for an increase in the existing taxation of agricultural 
land as follows: — 

“In this connection it may be recalled that, in coun¬ 
tries which are largely agricultural and in 
which transactions involving money are a smal¬ 
ler proportion than in more industrialised sys¬ 
tems. land has been traditionally an important 
basis for taxation. In Japan, when its pro¬ 
gramme of industrialisation was being initiated 
in the 1870’s, taxation of land yielded as much 
as 13 per cent, of the value of gorss agricultural 
product; even thirty years later, when other 
forms of taxation had developed, land tax ac¬ 
counted for nearly half of the total tax revenue 
of tlie Government. Thus> in a sense, it teas 
taxation of land which in Japan provid¬ 
ed the initial resources required*, for deve¬ 
lopment. In India also land taxation was 
high before the last War and, in the 
depression years, it weighed heavily on the 
farmer. In the last decade prices have mov¬ 
ed in favour of primary commodities and, since 
in most parts of the country land revenue has 
not been raised upwards, the burden of this 
tax has been considerably slightened. It is 
reflected partly in the fact that land revenue 
contributes at present only about 8 per cent, 
of the total tax revenue as compared to about 25 
per cent, in 1939. The rise in agricultural 
prices has however benefited significantly only 
producers with sufficiently large marketable sur¬ 
pluses: it is also true that costs of production 
have gone up in many cases. The improve¬ 
ment in prices cannot therefore by itself be 
made the basis for a substantial upward revi¬ 
sion of the tax on land. But within the context 
of a development programme designed as much 
to raise agricultural prosperity as to promote 
all round economic development, a programme 
towards which all sections of the community 
have to contribute to the maximum extent pos¬ 
sible. there is a case for moderate upward re¬ 
vision of land revenue.” 

10. Accordingly a flat and graduated surcharge on 
land revenue was proposed in the Budget proposals of 
1952-53. On further consideration, however, Govern¬ 
ment decided to postpone the measure for the time 
being. Revision settlement is due in 180 talukas in 63 
prants of the State. Up to now revision and original 
settlement used to be clone by senior officers of non- 
I.C.S. cadre and by officers in the I.C.S. cadre or I.A.S. 
cadre. Looking to the amount of settlement work that 
requires to be done it appears that it would be diffi¬ 
cult to find an adequate number of special officers with 
either the aptitude or experience of such work. As an 
alternative it was also considered whether settlement 
operations could not be entrusted to prant officers or 
Deputy Collectors. Unless revisions are done on some 
simple ad hoc basis, it does not seem possible that the 
work of revisions could be entrusted to Prant Officers 
particularly if they are expected to attend to revision 
work along with their normal duties. Government, has 
recently decided to postpone revision settlement till the 
views of the Taxation Enquiry Commission on the gene¬ 
ral questions of land taxes are available. 

In the amendments to the Code that were made in 
1939, Section 117-M was introduced which provided that 
though settlements inay be guaranteed for a period of 
30 years, it would be open to Government to levy a 
surcharge or grant a sebnte on current* rates of assess¬ 
ment after a declaration that the settlements have been 
fixed with reference to specified prices of specified 
classes of agricultural produce and that in the light of 
alteration of prices, the surcharge or rebate, as the case 
may be, has been found necessary. A surcharge levied 
under Section 117-M cannot increase assessments by 
more than 25 per cent. If a surcharge is to be imposed 
on existing settlements. Government would have to 
declare that the current settlements have been made 
with reference to the prices that prevailed at the time 
each of them was made. It would thus be necessary to 
compare the current prices with the prices then pre¬ 
vailing and impose the surcharge up to a maximum as 
of 25 per cent, as may be found necessary. 

An alternative to increasing assessments by a regular 
revision or an ad hoc surcharge is to increase the local 
fund cess and to decrease correspondingly the grants 
given to local authorities for various purposes. An in¬ 
crease in the cess by one anna in the rupee would bring 
in a revenue of about Rs. 36 lakhs. 

11. Rental Value unsuitable as basis of future settle¬ 
ment.— it has already been indicated above that during 
the pre-war period in the amendements to the Land Re¬ 
venue Code, rental value was given primary importance 
as the basis of assessment. All apprehensions of over¬ 
assessment because of the use of this factor were sought 
to be removed by simultaneous tenancy legislation de¬ 
signed to prevent rack renting. During the period 1939 


to 1945 the Tenancy Act was applied to certain selected 
districts. On the assumption of office in 1946, the 
popular Government extended the Tenancy Act through¬ 
out the state. Up to the year 1952, the maximum rent 
payable by a tenant to a landlord was fixed at Jth of 
the gross income in the case of dry crops land and l/3rd 
in the case of rice or garden land. In 1953 the maxi¬ 
mum rent payable by a tenant to a landlord has been 
further reduced to one-sixth of the gross produce. Under 
Sectio"n 117-G of the Bombay Land Revenue Code, 1879, 
as amendedjn 1939, the pitch of assessment or the stan¬ 
dard rates arc to be so determined that the aggregate 
assessment does not exceed 35 per cent, of the rental 
value. In dTect this means that the maximum assess¬ 
ment of 16 annas soil cannot exceed 5*6 per cent, of the 
gross produce of lands. Besides, under the Bombay 
Tenancy and Agricultural Lands Act, 1948, occupied 
agricultural lands cannot be leased annually. Statistical 
data of xental value from year to year will Qot in future 
be Ihus available as envisaged in Section 117 of the 
Code. The data regarding the yield of agricultural pro¬ 
duce particularly food-grains are not very reliable and 
very often there has been a tendency to underestimate 
the yield of crops whenever problems of fixation of 
tenancy rent arise before the law courts. 

Recently Government considered whether regular re¬ 
visions of Settlement under the existing provisions of 
section 117-G of the Land Revenue Code in the light 
of the recent fixation of lower ceilings of tenancy rents 
under the Tenancy Act would yield substantial increase 
in land revenue by regular revisions. Statement II indi¬ 
cates the prospects of revising land revenue in certain 
sample talukas which are over-due for revision. 

12. A tar on Agricultural Incomes .—On a number of 
occasions the Government of Bombay has considered the 
levy of a tax on agricultural incomes as an alternative 
to proposals for regular future revisions or the levy of 
an ad hoc surcharge of existing assessment. The pro¬ 
posal to levy a tax on agricultural incomes has not been 
implemented because of the difficulties of proper assess¬ 
ment of agricultural incomes as well as the small expec¬ 
ted yield from the tax. 

Ordinarily a tax on agricultural incomes should 
exempt as much maximum agricultural income from 
taxation as is provided for non-agricultural income 
under the Indian income-tax law. This is all the more 
necessary when agriculturists pay land revenue in addi¬ 
tion. Under the existing Indian income-tax law there is 
no tax on individual personal income up to Rs. 4.2000. 
It is true that some States under their agricultural in¬ 
come-tax laws have provided lower limits than the above 
for purposes of exemption from agricultural income tax. 
But even if this were done, the minimum taxable income 
per individual nsscssce cannot go lower than R«. 3,000. 
The vieJd from the tax depends upon the size of hold¬ 
ings of the cultivators. Unfortunately no recent statis¬ 
tical data of the distribution pf holdings according to 
their size for the entire State including the merged areas 
is available. Even in the case of premerged districts, the 
data relate only to the distribution of the size of hold¬ 
ings among the occupants who are not necessarily cul¬ 
tivators. The following data indicate the total number 
of occupants in the pre-merged districts of the State, ac¬ 
cording to size of the holdings and the average estimat¬ 
ed net income from such holdings. 


Table 1A.—Estimated Agricultural Income accord 
ing to Size of Holdings of occupants in Bombay State 
excluding merged Areas. 


Size of holding 
(in acres) 

i 

Number of 
Occupants 

a 

Percentage 

3 

Average 

net 

Annual 

income 

4 

o-1 

. 2,96,340 

140 ' 


i—a 

. 1 >92.556 

9 * 


a —3 

. 1,50.236 

7*1 


3—4 

. 1,31.19a 

6 *a 


4—5 

. 1,16,380 

5-5 

. Up to 175 

5-6 

, 1,01,568 

4*8 


6—7 • 

86,756 

4 ' 1 


7-8 . 

. 80,408 

38 


8—9 * 

. 67,71a 

3 * 


9—10 

65,596 

3 * . 
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Table 1A.— Contd, 


Size of holding 
(in acres) 

1 

Number of Percentage 
Occupants 

3 3 

Average 

net 

Annual 

income 

4 




Rs. 

10—15 

• 3,45,456 

11 *6 

437 

15—20 

. 1,58,700 

7*5 

612 

20—25 

. 1,10,033 

5' a 

748 

25—30 • 

74,060 

3*5 

96a 

30—40 .. 

. 88,873 

4*3 

1,335 

40—50 . 

57/133 

2*7 

»>575 

50—75 • 

* 57» ! 3 a 

3 *7 

3,187 

75—100 . 

21,160 

1 0 

3,062 

100 and above 

. 14,81a 

0-7 

5,350 


a 1,16,000 




It will appear from the above table that even if an in¬ 
come above Rs. 2,500 was taxed, only 2 per cent, of the 
occupants in the pre-merged districts would be liable to 
pay agricultural income-tax. An estimate of the pro¬ 
bable yield from such a tax was made in 1951 at the 
following rates: — 


Income- 


First 


* 

1,500 

Nil. 



Next 


• 

1,500 

0 

0 

6 

in the rupee. 

Next . , 



2,000 

0 

0 

9 

Do. 

Next 


* 

5,000 

0 

1 

0 

Do. 

Next . * 


• 

5,000 

0 

1 

6 

Do, 

On the balance 


. 

., 

0 

2 

0 

Do. 


Proviso. —No agricultural income tax should be pay¬ 
able on a total agricultural income which is less than 
two thousand five hundred rupees and the tax payable 
should in no case exceed one half of the amount by 
which the total agricultural income exceeds two thou¬ 
sand five hundred rupees. 


on agricultural incomes. A tax on agricultural incomes 
for the State can be considered only if reliable data 
of gross produce and net produce of different crops be¬ 
come regularly available from year to year. 

13. Receipts from la?id Revenue. —Excluding the 
Dangs, of a total gross area of 68*3 million acres; 46*2 
million acres are liable to pay land revenue. The pre¬ 
merger (1946-47) and post-merger (1950-51) (i) area 
liable to agricultural assessment, (if) Annual fixed de¬ 
mand for agricultural assessment, (in) area liable to 
non-agricultural asessment, and ( iv ) annual fixed de¬ 
mand of non-agricultural assessment are as follows: — 

Table 2. — Annual Fixed Demand for Land Revenue 


(Rupees in lakhs). 

1946-47 1950-51 

1. Area liable to agricultural assessment 334 463 

(Lakhs of acres). 

2. Amount of agricultural assessment 352 580 

(Lakhs of rupees.) 

3. Area liable to non-agricultural assess- 0-62 0*83 

ment (Lakhs of acres). 

4. Non-agricultural assessment (Lakhs of 26* 30* 

rupees). - 

Total Land Revenue Demand 378 610 


It will be seen that the total fixed land revenue demand 
has increased by Rs. 232 lakhs as a result of the merger. 
Of the total land revenue demand, Rs. 570 lakhs or 95 
per cent, is derived from assessment of agricultural land, 
while 5 per cent, or Rs. 30 lakhs come from non-agricul¬ 
tural assessment. 

The yield from year to year depends on suspensions 
and remissions granted under the Land Revenue Rules 
and the recoveries of past arrears. 

Including some miscellaneous receipts of a minor 
character, the following table indicates the receipts from 
land revenue in Bombay State in relation to total re¬ 
venue : — 

Table 3. —Receipts from Land Revenue 

(Rupees in lakhs) 

Land Land 

Land Total revenue revenue 
Revenue Revenue as as 

per- percent- 


Year 


At the above rates of taxation it was estimated that 
the total annual revenue in the pre-merged districts 
would be Rs. 40,00,000. For the State as a whole in¬ 
cluding the merged areas, the annual revenue was then 
estimated at about Rs. 55 lakhs. The statistical data 
of holding given above relate to the year 1947. Since 
then Government has undertaken a number of legisla¬ 
tive measures abolishing alienations, special inam and 
watandari privileges. All alienated lands except devas- 
than inam lands and inam lands held by watandar 
patils and inferior village servants will now pay full 
assessments. In addition Government has abolished 
special tenures like the mewasi and talukdari tenures 
as well as the privileges enjoyed by khot landlords. The 
maximum rents payable by a tenant to a landlord have 
also been brought down to one-sixth of the gross pro¬ 
duce. Under the Bombay Tenancy and Agricultural 
Lands Act, not more than 50 acres of land can be re¬ 
covered by an occupant for personal cultivation from 
his tenant. All these measures inevitably lead to lower 
and lower rents as well as reduction in the size of large 
holdings. The discouragement to absentee landlordism 
will automatically reduce the expected yield from a tax 
on agricultural incomes because of its effects on the size 
of the holdings as well as available rent income from 
land. Besides a tax on agricultural incomes will ad¬ 
versely affect the same class of persons as have been 
recently affected by the tenancy legislation and the legis¬ 
lative measures indicated above. In a ryotwari State 
like Bombay, there are several lakhs of peasant proprie¬ 
tors, who cultivate holdings below 25 acres and the de¬ 
termination of the taxable agricultural income has its 
own administrative difficulties. A tax on agricultural 
incomes would have to allow deduction of costs of cul¬ 
tivation. Reliable statistical data on costs of cultivation 
are not available. A convenient remedy often chosen 
m States which levy an agricultural income-tax is to 
assume agricultural income as a multiple of land reve¬ 
nue assessment. Even if 4 or 5 times the assessment 
is taken as agricultural income, a large majority of cul¬ 
tivators will not have taxable income above Rs. 2,500. It 
is on grounds such as these that the Government of 
Bombay does not favour proposals for the levy of a tax 


centage age of 
of total total tax 
Revenue Revenue 


1939-40 


343 

L3I4 

26*11 

34-6 

1946-47 


366 

4,017 

9 ’ 1 

I2'5 

1949-50 


559 

6,172 

9*0 

I2‘3 

1951-52 


. 614 

6,270 

9-8 

*3*7 

1952-53 


625 

6,434 

9'7 

13*8 

1953-54 


667 

6,784 

98 

x 3’5 


During the years 1952-53 and 1953-54 an amount of 
about Rs. 20 lakhs is expected from Legislative measure 
undertaken to abolish alienations. When all the Land 
reforms measures are fully implemented, it is expected 
that the annual fixed demand will increase by Rs. 75 
to 100 lakhs per annum. In the pre-war period, land 
revenue was the sheet-anchor of the State finances and 
contributed a fourth of the total revenue and one-third 
of tax revenue. During the war period receipts from 
State Excise were greater than those from land revenue. 
During the post war period land revenue has yielded its 
pride of place to the Sales Tax which latter gives an 
annual revenue of over Rs. 15 crores. Though the im¬ 
portance of land revenue is thus reduced, it still re¬ 
mains the second largest source of tax revenue. 


14. The annual fixed land revenue demand may be 
suspended or remitted, as the case may be, in the event 
of failure of crops. When the Collector has ascertained 
by local inquiries that there has been a partial or total 
failure or destruction of the crops throughout any tract 
on account of draught, floods, or any other cause he 
may suspend collection of land revenue on the follow¬ 
ing scale depending on the conditions of crops. If, how¬ 
ever, the crop in any season is— 


(a; iour annas and under, the whole of the assess¬ 
ment may be suspended; 

, . , * Includes ground rent in Bombay City estimated to yield a revenue of R«, 
16 lakhs. (For details please see Statement III.) 
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(5) over 4 annas but less than 6 annas, half the 
assessment may be suspended; but 

(c) If the crop is over 6 annas, no suspension should 
be granted. 

(The normal crop for an average of satisfactory season 
is reckoned at 12 annas.) 

Assessment suspended in a year may be collected as an 
arrear of land revenue in the next year. If, however, 
in any area for three successive seasons, suspensions as 
described above are required to be granted, the suspen¬ 
sion of the first year is entirely remitted. All suspend¬ 
ed arrears which are in excess of one year’s revenue in 
Gujarat and Konkan or 2 years’ revenue in the Deccan 
are ordinarily remitted. The Collector may also grant 
remission after investigation in individual cases where 
through local calamities by fire or flood of harvested 
crops or by theft or mischief by unknown persons the 
produce of the soil is completely spoiled or ruined to 
the detriment of the occupant who himself is not res¬ 
ponsible for such a calamity. 

Suspensions and Remissions of land Revenue .—The 
following table indicates the size of suspensions and re¬ 
missions in some selected years. As against suspensions 
of one year, there would be some compensation by way 
of receipts from suspensions of the previous year, un¬ 
less suspensions are granted for the same areas in suc¬ 
cessive years. The net fluctuations depend largely on the 
size of remissions. 

Table. —Suspensions and Remissions . 

(Rupees in lakhs.) 

Year Suspensions Remissions 

1939-4°.79 22 

1945 - 46 . ( . 94 22 

1946 - 47 . 85 2 9 

I9505 1 . 6 9 35 

1951-52. 6 4 11 

15. Concessions of land revenue in merged areas. — 
The system of survey and settlement in merged areas 
in important States like Baroda and Kolahpur were 
similar to those prescribed under Land Revenue Code. 
After the mergers Government has applied the Bombay 
Land Revenue Code to the merged areas. ^Complaints 
have, however, been received to the effect that the pre¬ 
vailing assessments in some merged areas are heavier 
than similar assessments on comparable soils in the 
neighbouring Bombay District areas. Government asked 
the District Collectors and the Settlement Commissioner 
for actual data regarding the pitch of assessment in mer¬ 
ged areas and comparable standard rates in the rest of 
the State. It appears that in about 10,738 villages the 
pitch of assessment exceeds the comparable pitch of as¬ 
sessment in non-merged areas by over 20 per cent. To 
remove the disparities in'the pitch of assessment in mer¬ 
ged and non-merged areas of the State, Government has 
now decided that in all cases where in the merged' areas 
the pitch of assessment exceeded comparable standard 
rates in the non-merged areas by over 20 per cent., the 
excess burden would be reduced by the grant of re¬ 
mission of land revenue where necessary by executive 
orders, A draft notification in this regard' was publish¬ 
ed on the 2nd April 1953. As a result of this reduction of 
the incidence of land revenue in the merged areas of 
the State, the receipts from land revenue are likely to 
decline by Rs* 20 lakhs per annum. 

LAND REFORMS * 

16. (1) Abolitions of Alienations and Special tenures. — 
The main land tenure system prevalent in the State 
is ryotwari, but there were in the State certain non-ry- 
otwari tenures like Bhagdari, Narwadari, Maleki, 
Mehwasi, Talukdari, Khoti (Konkan), Salsette Khoti, 
Inams and Watans, etc. under which the tenure holders 
enjoyed certain rights regarding land and land revenue. 
The alienations and special* tenures account for an area 
11 million acres or roughly one-fourth of the total asses¬ 
sed area. Because of concessions in land revenue, 
Government used to lose revenue of over Rs. 1 crore per 
annum in the whole State including merged areas. The 
holders of these tenure were intermediaries between the 
actual tillers of land and the State and could derive 
a substantial income by rack-renting. During the post¬ 
war period, Government decided to establish the Ryot 
wari tenure throughout the State and enacted the 
following legislative measures to abolish the special 
tenures ; — 

(1) The Bombay Bhagdari and Narwadari Act, 
1949 ; 

(2) The Bombay Maleki Tenure Abolition A*ct, 
1949 : 

* One million aeres, 
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( 3 ) The Panch Mahals Mehwasi Tensure Abolition 
Act, 1949 ; 

( 4 ) The Bombay Talukdari Tenure Abolition Act, 

1949; and 

( 5 ) The Bombay Khoti Abolition Act, 1949. 

In order to liquidate the rights of the Watandars, Inam- 
dars and case holders Government has enacted the fol¬ 
lowing Acts and Rules: — 

( 6 ) The Bombay Watwa Vajifdari Rights Abolition 
Act, 1950; 

(7) The Bombay Pargana and Kulkami Watans 
Abolition Act, 1950; 

( 8 ) The Salsette Estates (Land Revenue Exemp¬ 
tion) Abolition Act, 1951; 

( 9 ) The Saranjam and Political Inams, Resumption 
Rules, 1952; 

(10) The Bombay Personal Inams Abolition'Act, 1952. 

The above measures relate to the special land and inam 
tenures of the pre-merger Bombay State. 

In the merged State areas the alienations in land and 
cash were considerable and were governed by different 
rules in different States. Government, therefore, ap¬ 
pointed two Alienation Enquiry Officers, one for Gujarat 
States and the other for Deccan States and on the infor¬ 
mation furnished by them, Government proceeded with 
the programme of abolition of alienations and tenures 
in the merged areas. The following measures have, so 
far, been adopted for the merged Areas, 

(11) The Bombay Merged Territories (Baroda 
Watans Abolition) Act 1953; 

(12) The Bombay Merged Territories (Ankadia 
Tenure Abolition) Act, 1953; 

(13) The Bombay Merged Territories (Baroda Mul- 
giras Tenure Abolition) Act, 1953; 

(14) The Bombay Kauli and Katuban Tenures Abo¬ 
lition Act, 1953; 

(15) The Bombay Merged Territories Matadari 

Tenure Abolition Act, 1953. 

With a view to abolish the remaining land and inam 
tenures in the Bombay State, Government has sponsor¬ 
ed .the following Bills: — 

( 1 ) Bill to abolish the Salami Tenure. 

( 2 ) Bill to abolish Jagirs in the merged areas. 

( 3 ) Bill to abolish the service inams of village ser¬ 
vants useful to community. 

( 4 ) Bill to abolish the Khoti Tenure in the former 
Janjira and Bhor States. 

These bills have already been passed in the last Poona 
Session of the Legislature and now there remains only 
some alienations in the merged areas which also Gov¬ 
ernment proposes to abolish by an Omnibus Bill. That 
bill will be introduced in the next budget session of the 
State Legislature. After the enactment of that law, 
there will be only devasthan, dharmada and service 
inams of village servants useful to Government. The 
Devasthan and Dharmada inams are to be continued, as 
they are necessary for a public purpose and the vl Uage 
service (useful to Government) inams are continued till 
the financial conditions of the State allow their aboli¬ 
tion as part of a general administration reform. 

17. On the abolition of intermediaries like Khots 
Talukdars, Mehwasdars Inamdars, Ankadedars, etc., and 
intermediary interests like the Maleki, Paragana, Kul- 
karni and Vajifdari Rights in different' villages, alter¬ 
native administration arrangements have be ^. JJJ 

the shape of d) additional staff; and («) introduction of 
survey and settlement, Record of Rights, etc. 

18 Under the legislative measures shown above, vari¬ 
ous types of inams have been abolished and lands, which 
constituted these inam areas have become ryotwari 
lands Their complete assimilation amongst the other 
ryotwari lands is however still to be achieved. It is 
intended to effect this as under: — 

d) regrant of the resumed lands to the former hold¬ 
ers on impartiable and inalienable tenure; and 

( 2 ) subjecting the resumed lands to the various pro- 

V } visions of the Land Revenue Code in the matter 
of assessment of land revenue, survey, etc. 

In the Tenure Abolition Act, provisions for (1) and (2) 
have been made. Lands in the personal occupation and 
cultivation of the former tenure holders have been 
allowed to be continued in their occupation under the 
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provisions of the Land Revenue Code without the pay¬ 
ment of any occupancy price. Similarly permanent in¬ 
ferior holders, who were holding land on payment of 
assessment only, have also been converted into occu¬ 
pants without the payment of any premia by them to 
Government or to their former jagirdar or inamdar 
superior holders. In the case of holders, who were pay¬ 
ing rent to the former holders, they have been offered 
the occupancy rights on payment of an occupancy price 
equal to about six times the assessment, payable in two 
years from the date of the abolition of the in am tenure. 

In seme cases, abolition of the inam tenures has in¬ 
volved assumption of the administration of villages and 
lands by Government. In all these cases, necessary ar¬ 
rangements have been made and additional staff re¬ 
quired is being appointed. 

In all Acts in which it was necessary, provision has 
been made for vesting in Government of all public roads, 
lanes, paths, ditches, dykes, waste and uncultivated 
lands, etc.; in former alienated or inam villages or alie¬ 
nated lands. Such a vesting was necessary in order to 
enable Government to retain or dispose of these lands 
for public or other use and purposes in accordance with 
the provisions of Land Revenue Code. 

The rights of tne former holders to trees and forests 
and subsisting rights in mines and minerals in inams 
villages or lands have been preserved and not abolished, 
because the abolition of these rights would have entail¬ 
ed the payment of a substantial compensation by Gov¬ 
ernment without much corresponding advantage. The 
necessary control over the use of their rights over trees 
and forests by the holders can of course be exercised by 
the Government by the relevant provisions of the 1948 
Act, amending the Indian Forest Act. Government has 
also under consideration the framing of separate legis¬ 
lation for the purpose. The abolition of various inam 
tenures has resulted in depriving the former inamdars 
and holders as well as their dependants of many of their 
rights and provision has, therefore, been made for the 
grant of suitable compensation to them. 


19. Compensation. —All the Tenure Abolition Acts 
flow from a well considerable uniform policy in the mat¬ 
ter of compensation. Compensation is payable $uo 
moto without inquiries in the case of cash allowances 
and grants which consist of land revenue either in part 
or whole. If a cash allowance was hereditary, the quan¬ 
tum of the compensation is 7 times its amount. If it 
was hereditary but subject to cuts on account of succes¬ 
sion and service, etc. compensation to be paid is 5 times 
the annual amount. If a cash allowances was for the 
life time of the holders only, the compensation is equal 
to 3 times its annual amount. In the case of other higher 
valued revenue grants, compensation is fixed at ten 
times the annual amount. Moreover, in cases in which 
specific provision for the grant of compensation for the 
abolition of any rights was not made, provision has been 
made to enable persons aggrieved to apply to Collectors 
within a prescribed period for the grant of compensa¬ 
tion. The Collector or officers appointed by Govern¬ 
ment to act as Collector in this behalf are to enquire 
into these applications by holding formal enquiries and 
then award the necessary compensation. 

Appeals to the Bombay Revenue Tribunal have been 
provided for against the decisions of the Collectors. The 
decisions of the Revenue Tribunal have, however, been 
made flna f. For the assessment of compensation the 
Collectors have been asked to apply the following 
principles: — 

(a) If the property acquired is waste or uncultivat¬ 
ed but cultivable land, the amount of compen¬ 
sation should not exceed 3 times the assessment 
of the land. 

(b) If the property is land over which the public 
has been enjoying or has acquired a right of 
way or any individual has a right of easement, 

'the amount of compensation should not exceed 
the amount of annual assessment actually levied 
or leviable in the village for uncultivated land, 

(c) If there are trees or structures on the land, the 
market value of such trees and building there¬ 
on is to be given as compensation. In fixing the 
market value, the provision of sections 23(1) 
and 24 of the Land Acquisition Act, 1894, are to 
be followed. 

(d) In case of certain tenurial holders like Maleks 
Vajifdars, Ankadedars, the amount of compen¬ 
sation has been fixed at three times the revenue 
realised annually from the villages held by 
them. 

20. In the process of implementation of the above 
Acts, two difficulties were experienced, viz .— 

'(!)’ payment of compensation in cash, 


(2, nolding of inquiries by the Collector personally. 
In order to remove these impediments to implementation 
of the Acts Government has passed the Bombay Land 
Tenure Abolition (Amendment) Act, 1953, with a view 
to amending the earlier Land Tenures Acts in order 
to enable Government to appoint any officer other than 
Collector for these inquiries and also to provide for pay¬ 
ment of compensation in transferable bonds carrying 
interest at 3 per cent, and redeemable during a period 
of 20 years in equated annual instalments of principal 
and interest. The question of issuing transferable bonds 
of different denominations is under the active considera¬ 
tions of Government in consultation with the Reserve 
Bank of India. 

21. The Qharacteristic feature of the Bombay Acts is 
that the special rights and privileges enjoyed by the 
tenure holders have been duly liquidated, but no attempt 
is made to acquire all lands as has apparently been done 
for zamindari abolition in some other States of the In¬ 
dian Union. 

22. The financial effects of the Land reforms measures 
are indicated in Statement IV. It is expected that the 
annual land revenue of the Bombay Government upon 
the full implementation of these measures will increase 
by more than Rs. 1 crore 13 lakhs, while net compensa¬ 
tion payable would be about Rs, 4 crores. The figures of 
non-recurring compensation to be paid to the Wattan- 
dars and Jagirdars in Statement IV, are naturally provi¬ 
sional estimates based largely on claims lodged with Gov^ 
ernment. Upon detailed scrutiny and final sanction of 
payment, it may well happen that the total compensa¬ 
tion due may go down by Rs, 1 * 5 to 2 crores. On the 
side of non-recurring receipts by way of occupancy price 
no allowance has been made for compensation likely to 
be received under the Bombay Merged Territories Jagiri 
Abolition Act in lieu of which Government hopes to get 
an annual additional non-recurrent revenue of Rs. 46 
lakhs. When final estimates are available the net re¬ 
sult is likely to be that the non-recurring expenses 
will hardly exceed non-recurring receipts by Rs. 1 • 5 
crores at the most. Against the annual additional land 
revenue must be set off the recurring expenditure on re¬ 
venue staff in the alienated areas estimated at Rs. 30 
lakhs. The net benefit of the Land Reforms measures 
is likely to be a gain of annual revenue to the extent 
between Rs. 75 lakhs and Rs. 1 crore per annum. Since 
the major portion of the compensation will be paid in 
the shape of bonds repayable in 20 annual equated ins¬ 
talments of principal and interest the payment of com¬ 
pensation will not create any ways and means difficulties 
to the finances of the State. 

23. (2) Tenancy Legislation .—Prior to the enact¬ 
ment of the Bombay Tenancy Act, 1939 (Bom, XXIX of 
1939), the relations between landlords and tenants in 
the Bombay State were largely governed by mutual 
contract or local usage and custom and in some rare 
cases, by the Land Revenue Code (Chapter VII) and the 
other legislations applicable to local areas, e.g, Khoti 
Settlement Act, 1880. These legislative provisions did 
not, however, ensure equal status for contract to the 
contracting parties and the tenants were in much infe¬ 
rior position on account of pressure on land becoming 
increasingly greater day by day with no rapid indus¬ 
trialisation to absorb the labour of over-populated state 
of the country. Many tenants did not get rights of per¬ 
manency but continued to be tenants-at-will liable to 
be ejected at the sweet will of their landlords. Even 
permanent tenants were often subjected to levies such 
as hak, vero, etc. sanctioned by local usage or custom 
or to forced or ill remunerated labour. The tenants had 
no fixity of tenure or protection against rack-renting as 
the lease is essentially a matter of contract between the 
parties. The result of this state of affairs was that 
tenanted land was not properly cultivated and agricul¬ 
ture as a profession was waning. The agriculturists be¬ 
came impoverished. The large measure of freedom 
enjoyed by the occupants in leasing out agricultural 
lands under the ryotwari tenure had the effect of bring¬ 
ing capitalists, money-lenders, grocers and other such 
non-agriculturists as occupants of land. Lands thus 
passed from the hands of agriculturists to the non-agri¬ 
culturists adding to the number of absentee landlords 
having no interest in the village life except that of col¬ 
lecting rent. In order to remedy this state of,affairs and 
in pursuance of the Government policy to prevent class 
frictions the Bombay Tenancy Act, 1939, was enacted 
after the first Congress Ministry came into power, 

24. The Act sought to improve the conditions of agri¬ 
cultural tenants while protecting the legitimate interests 
of the landlords. It provided for security of tenure for 
a minimum period of 10 years and protection against 
rack-renting to the tenants and it secured reasonable 
rent to landlords. It also created a new class of privileg¬ 
ed tenants called “Protected Tenants” who were eligible 
to* special benefits including the right of permanent 
tenancy. Besides the rent, tenants were sometimes re¬ 
quired to pay miscellaneous levies such as “Nazar” and 
the different “Veros” and “Bantis” in talukdari villages. 
In some cases the tenants were required to render Veth’ 



Or free labour to the landlord. All such payments, so 
far as they do not form part of the rent, were abolished. 
Veth or free labour and any other free and compulsory 
service exacted by the landlords from the tenants were 
totally forbidden, 

25, The first Congress Ministry went out of office after 
the Bill had been passed with the result that the Act 
was not applied to the whole State but was applied from 
1st April 1941, as an experimental measure, to the dis¬ 
tricts of Surat, Thana, West Khandesh and Dharwar and 
all the areas which were formerly called partially ex¬ 
cluded areas. Soon after the Congress Ministry came 
into power in April 1946, the Act was applied to the 
whole State from 11th April 1946, 

26, The experience of the working of the Act in the 
limited areas to which it was applied showed that the 
rights conferred upon the tenants and the liabilities im¬ 
posed upon the landlords were not effectively enforced, 
as the tenant was too ignorant and illiterate and too 
much under the control of the landlord to assert his 
rights against the landlord or to enforce the liabilities 
imposed on the landlord. The administration of the Act 
also revealed some defects in it. The Act was, therefore, 
amended in 1946 providing inter alia shifting to the land¬ 
lord the onus of proving that the tenant was not enti¬ 
tled to certain rights conferred on him by the Act and 
prescribing penalties for the failure of the landlord to 
discharge the liabilities imposed on him by the Act, 
This amending Act of 1946 was applied to the whole 
State from 8th November 1946. 

27, In order to see that the applications under the Act 
were decided quickly and that the rights of the tenants 
were properly safeguarded, Tenancy Aval Karkuns were 
appointed in each Taluka and Mahal and extra tenancy 
staff was appointed in the Prant Officer’s and the Col¬ 
lector’s Offices. The touring Divisional Tenancy Officer 
was also appointed in each of the three Divisions of the 
State for co-ordinating the work of the Tenancy Aval 
Karkuns and the Mamlatdars and for guiding them in 
the proper implementation of the Act. This special staff 
was, however, retrenched as the resylt of “economy 
drive” and also because the regular Revenue Staff had 
become conversant with the Tenancy law. 

28, The ultimate aim of the Government in the mat¬ 
ter of land reforms is that there should be -direct link 
between the actual tiller and Government so that ex¬ 
ploitation of the tiller is prevented and peasant proprie¬ 
torship is created. This however, has to be done in 
stages avoiding sudden disruption of the present rural 
economy. The Bombay Tenancy and Agricultural 
Lands Act, 1948, was enacted with this end in view. It 
has come into force on 28th December 1948. This Act 
repeals the Bombay Tenancy Act, 1939 but retains its 
useful provisions, The salient features of the Act of 
1948 are as under: — 

(1) The maximum rent payable by tenant has been 
fixed at l/4th of crop in the case of irrigated lands and 
l/3rd of the crop in the case of other lands. Government 
has been empowered to fix the lower rate of maximum 
rent payable in respect of leased lands. In exercise of this 
power Government has reduced in three stages the ceil¬ 
ing rents in Scheduled and other backward areas, scar¬ 
city and near-scarcity areas and the remaining areas. 
In the scheduled and backward areas which are survey¬ 
ed and settled, the lower rates of minimum rent have 
been fixed in multiples of assessment ranging from 2\ 
times to 5. In the remaining areas, the rule is 1 /6th of 
the crop or its values; 

(2) In cases of excess recovery of rent by the land¬ 
lord, provision has been made to empower the Mamlat- 
dar to direct refund of the excess rent as well as for 
payment of compensation to the tenant; 

(3) The landlords have been compelled to remit or sus¬ 
pend, as the case may be, the recovery of rent from their 
tenants if Government has given such concession in 
respect of land revenue on account of total or partial 
failure of crop or similar other calamities; 

(4) In order to encourage tenants in the formation of 
Co-operative Farming Societies, they have been allowed 
to create a charge on their interest in the land in favour 
of such Societies; 

(5) The most important provision which is directed 
towards achieving the Government objective of creation 
of peasant-proprietorship, is that the protected tenant, 
under certain circumstances, is entitled to purchase 
the land at a reasonable price on his own initiative. 
The tenant is also given first right to purchase the land 
at a reasonable price in case his landlord intends to sell 
such land; 

(6) In order to ensure that agricultural lands may not 
fall in the hands of persons who are not or who are not 
likely to be agriculturists, the sale of lands in favour of 
such persons is prohibited; 


(7) Restriction has been placed on the landlord’s right 
to recover the land from his protected tenant on the 
ground of personal cultivation to the extent of 50 acres 
only; 

(8) Power has been taken by Government to reduce 
the limit of maximum acreage of 50 acres in case of 
individuals which the landlord can recover from his 
tenant on ground of personal cultivation or non-agri- 
cultural use. In exercise of this power, Government has 
issued a notification directing that the limit of 50 acres 
specified in section 34 should be equivalent to 12£ acres 
of paddy or bagayat la%ds or both kinds of lands. This 
measure has been adopted in order to check the land¬ 
lord’s tendency to recover best kinds of lands from his 
tenant; 

(9) Government is empowered to assume management 
of the Estate of a landholder (1) if on account of the 
neglect of a land-holder or disputes between him and 
his tenants, the cultivation of his Estate has seriously 
suffered or (2) for the purpose of ensuring full and effi¬ 
cient use of land for agriculture. In exercise of this 
power, Government has assumed management of seve¬ 
ral Estates; 

(10) In order to see that no arable land should lie 
fallow, Government has taken power to assume manage¬ 
ment of lands which remained uncultivated for a conse¬ 
cutive period of two years. This power of Government 
has been delegated to the Prant Officers and Collectors. 


29. The Act of 1948 was amended ^our times since its 
application in December 1948 in minor respects. The 
last amending Act has introduced important changes in 
the Tenancy Act as detailed below: — 

(1) The position of ordinary tenants, whose tenure is 
at present for 10 years has been secured by making 
tenancy renewable for successive periods of ten years 
subject to the landlord’s right to determine tenancy for 
any of the purposes specified in section 34(1) at the end 
of each period of ten years. 

(2) There was no provision in the Act granting to the 
tenant relief regarding suspension and remission of rent 
in case payment of land revenue is suspended or remit¬ 
ted by Government for any cause. If the general condi¬ 
tion of the tract is normal, the land revenue is not sus¬ 
pended or remitted although in individual cases, there 
has been total or partial failure of crop or similar cala¬ 
mity resulting in the inability of the tenants to pay rent. 
In such hard individual cases, provision has been made 
to give relief to the tenants by giving him a further 
period of one year to pay up the rent if the landlord 
institutes ejectment proceedings for non-payments of 
rent. 

(3) Impoverished tenants in the scarcity-affected areas 
are unable to produce any valuable security for tagai 
loans. Provision has, therefore, been made to enable 
such tenants to mortgage their tenancy rights as secu¬ 
rity for tagai loans in .order to enable them to cultivate 
lands or to save themselves, their families and cattle 
from ruination. 

(4) Statistics collected in 1950 showed that about one 
px. of the tenants'could take advantage of the right of 
purchasing lands conferred upon them under section, 32 
for want of necessary finance. Provision, has therefore, 
been made to enable protected tenants to purchase lands 
in easy instalments. 

(5) The right to recover lands on the ground of per¬ 
sonal cultivation given to landlord is found to have been 
misused by some unscrupulous landlords, Provision has, 
therefore, been made to restrict the right of landlords 
to recover land on the ground of personal cultivation 
by giving this right only to those landlords whose main 
source of income will be the cultivation of such lands. 
Further restrictions have also been placed on this right 
of the landlord. At the same time, small landholders 
are protected and protected tenants owing large acreage 
of lands have been debarred from taking any benefit 
conferred upon protected tenants under sections 32 and 
34, 

(6) The fifth amending Bill was introduced in the last 
Poona Session of the Legislature. It is yet to become an 
Act. The most important change to be introduced by the 
Amending Act is exclusion of pleaders, Advocates, etc. 
from tenancy proceedings except in rare cases. 

(7) The Bombay Tenancy and Agricultural Lands Act, 
1948, as now amended, will go a long way in achieving 
Government objective that the land should belong to its 
tiller and that the middle man should be removed. 
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30. The Structure of Land Revenue Organisation .— 
The work of maintaining the accounts showing the 
amount of revenue assessed on each plot of land, the 
person from whom it is recoverable, the amounts recover¬ 
ed, suspended or Remitted and arranging for the re¬ 
covery and remittance of the dues to the Taluka Treasury 
is done by the Village Accountant (variously known as 
Patwari, Kulkarni, Tajati) and the Village Headman 
(Patel or Patil). They have under them a number of ser¬ 
vants (variously designated as Gaonkamgars, Sanadis, 
Walikars, Mahars and Talwars, etc.). 

31. In the Bombay State these offices have been from 
time immemorial, hereditary ‘and remunerated in land 
and or in cash. The office of Patel continues to be such 
to this day except in the Kanara district which was for¬ 
merly a part of the old Madras Presidency 

32. Towards the turn of the 19th Century this system 
of appointment and remuneration came to be regarded as 
in-efficient and wasteful and it was announced as the 
policy of Government to encourage voluntary commuta¬ 
tion of the offices of Village Accountants and their 
replacement by paid clerk known as Talatis appointed 
under the regular Civil Service Regulations. A Talati is 
in charge of one or more villages according to the volume 
of work and his charge is known as a “Saza’\ The policy 
was rapidly implemented by voluntary commutations in 
the Central and Northern Divisions but the hereditary 
Kulkarnis continued in the Southern Divisions until the 
Watans (Hereditary offices) were totally abolished by 
an Act of the State Government in 1950. During the 
last two years the Act has been fully implemented. 

33. It has been considered advisable to retain the 
hereditary office of Patel for the local contact it estab¬ 
lishes between the administration and the Village Com¬ 
munity. The system of Talatis is intended to secure for 
the posts of accountants persons who have better or at 
least the minimum requisite educational qualification 
and over whom Government can have a greater hold 
than it could over a body of vested interests in land and 
selected necessarily from the local inhabitants. 

34. The work of pre-auditing some demands and post¬ 
auditing all the demands and recoveries is done by the 
Mamlatdar at the Taluka level. He alSo looks to the 
timely recovery of all the dues and directs the adoption 
of coercive measures against defaulters. In this work 
of audit, inspection and execution he is assisted by subor¬ 
dinates known as Circle Inspectors of Circle Officers 
each of whom is in charge of a number of Sazas looked 
after by their respective Talatis. 

35. The Deputy Collector (or the Assistant Collector) 
as the Prant or Sub-Divisional Officer and the Collector, 
supervise the work of the Mamlatdar, post-audit the 
demands. and recoveries in a certain number of villages 
by rotation, and direct the disposal of unoccupied 
Government land and the assessment of non-agricultural 
revenue. 

36. The work of Talatis and Circle Inspectors is also 
supervised by the District Inspector of Land Records, 
who, assisted by a staff of surveyors and assistants, keeps 
the records of the various surveys of land and periodical 
settlements of revenue and maintains them up-to-date 
by incorporating changes made from time to time. His 
work is supervised by the Superintendent of land 
Records (whose charge is known as a circle) and the 
Head of the Department for the whole state is the Di¬ 
rector of Land Records who is also the Settlement Com¬ 
missioner. The work of this Department is really ancillary 
to the work of the main Revenue Department but is 
placed under a Separate Head for the whole state in 
view of the specialized and technical nature of the work 
and the necessity of having an independent check on 
the basic data for the revenue demands, the collection 
of which is the concern of the main Department. In recent 
years the introduction of the Bombay System of land 
Survey in the areas of the merged states and in villages 
under abolished tenures like khoti, talukdari, etc., the 
Implementation of the Consolidation of Holdings Act, 
have formed the major activities of this Department. 

37. The abolition of the divisional Commissioners* 

; offices in 1950 was an almost nominal change in the 

land revenue administration as that had nothing to 
do with the system of assessment and collection of Land 
Revenue. The office was only an intermediary between 
the Collector and Government and its abolition in¬ 
volved no real change in the basic structure of the 
administration but only a distribution of the work done 
there by transfer of that work to either the District or 
the Government level. 

38. This basic structure of the administration is so 
ancient and well understood that it yields a very high 
degree of efficiency with very little conscious effort on 


the part of the individual constituents of the structure. 
In fact, as a system as a whole it leaves very little to 
be desired nor does it admit of the possibility of a 
better structural alternative. It fixes the demand on 
every bit of land from every individual with complete 
certainty and ensures almost a house to house and plot 
to plot recovery of every single pie due. 

39. According to the Revised Estimates Cost of Ad¬ 
ministration for 1952-53, the expenditure on the ad¬ 
ministration was Rs, 1,69,97,000 as against the revenue 
of Rs. 6,25,75,000 or 27 per cent, of the revenue. The 
whole of the expenditure however does not represent 
cost of collection of Land Revenue, nor the expenditure 
on the administration of Land Revenue matters entirely. 
Of the total expenditure, Rs.35 lakhs account for assign¬ 
ments and compensation to Inamdars and other grantees. 
Administrative expenditure of a recurrent nature may 
be estimated at Rs. 1-3 erores or about 20 per cent, of 
the total Land Revenue Demand. This high proportion 
of expenditure in relation to revenue is inevitable to 
an economic system which guarantees private proprietor¬ 
ship in land to lakhs of occupants and their successors 
through the maintenance of up-to-date Records of Right 
about each individual piece of land or survey number 
over an area of more than 482 lakh acres. To some 
extent the increase in expenditure under Land Revenue 
is due to the fact that the District Collectors and their 
establishment do work of collection of taxes other than 
Land Revenue and also incur expenditure on matters 
other than Land Revenue, The Revenue Establishment 
is made almost like the General Administrative Service 
providing direct contact between the Secretariat at the 
Capital of the State and the subjects spread out in mil¬ 
lions to thousands of villages. Obviously therefore their 
work is not confined to assessment and collection, of 
Land Revenue only. 

TAXATION ON NON-AGRICULTURAL USES OF LAND 

40. Theoretically, all land in the State is liable to 
assessment, either assessment for its agricultural use 
or assessment for its non-agricultural use. While prac¬ 
tically, all land ^ised for agricultural purposes pays some 
assessment* either as a result of a regular settlement or 
on an ad hoc basis, a substantial portion of non-agricul¬ 
tural land is free of assessment by customary usage. 
Some land has also been sold as revenue-free in perpe¬ 
tuity, Alienations have also been made for public muni¬ 
cipal or charitable purposes. Assessment free lands vest 
in certain Municipalities, while some land has been 
assigned for public use like burial grounds. 

Non-agricultural land falls into the following catego¬ 
ries : — 

(a) land occupied but according to custom not sub¬ 
ject to taxation though not necessarily exempt if Gov¬ 
ernment chooses to tax it. 

In this category, falls non-agricultural land which is 
known as Gaothan or Village Sites. All non-agricultural 
lands which at the time of original settlements were 
used by farmers for construction of their houses were 
placed in this category. In towns too, similar conces¬ 
sions were given up to the year 1868, In the year 1868, 
s city surveys were made in about 10 chief cities of the 
Presidency. At the time of survey, titles to land were 
examined and all land which enjoyed exemption for 12 
years prior to the year of survey were granted perma¬ 
nent exemption on payment of small Sanad fees. Since 
then, city surveys have been made in all the towns of 
the British Districts and freehold Sanads were granted 
in a like manner. In the case of lands the titles of 
which, at the time of city survey could not be proved by 
the holders as free of assessment, N. A. assessment has 
been imposed under Rules 81 and 82 of the Land Re¬ 
venue Rules. Under Rule 81, the N. A. assessment fixed 
may be either the agricultural assessment or a differ¬ 
ent assessment which, for class II land, does not ex¬ 
ceed one pie per sq. yard and for class I land, two 
pies per sq. yard. At a later stage, in cases where the 
District Collectors felt that certain sites enjoyed subs¬ 
tantial situational and other advantages because of 
urban residential or industrial development, assessment 
was made according to Rule 82 whereby a rate of 5 per 
cent, of half the full market value was imposed; 

(b) land occupied upon leases entered in the past 
years under rules or orders not now in force; In a 
number of cases, land has been leased out by Govern¬ 
ment for fairly long periods of over 100 years up to 999 
years. These leases cannot be revised until the period 
of the lease expires; 

(c) the rest of the land consists of (i) land regularly 
occupied on the payment of N. A. assessment; (ii) un¬ 
occupied waste land not classified as agricultural land 
given from time to time on payment of N. A. assessment 
and (in) occupied land in villages but more generally in 
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towns and cities converted from agricultural to non- 
agricultural uses which pays N. A. assessment. The 
non-agricultural assessment in- the case of this major 
category of land used for non-agricultural purposes is 
based on the full market value of freehold land in the 
vicinity of such land. Full market value of such land 
is to be determined by the Assessing Officer by finding 
out from sales of unoccupied land in the vicinity. For 
determining the market value, non-agricultural land in 
towns and cities is divided into Zones and the N.A. 
assessment to be applied on a particular unit of land 
is to be applied with reference to the market value of 
unoccupied land in the zone in which such land is situat¬ 
ed. The rate of assessment up to the year 1920 was 4 
per cent, between 1920-28, it was raised to 6 per cent, 
and since 1928, it has been fixed at 5 per cent, of half 
the full market value. The rates of assessment from 
time to time have had some relation to the variations 
in the market rates of interest on liquid monetary re¬ 
sources. Assessments of land used for agricultural pur- * 
poses are guaranteed for a period of 30 years and can¬ 
not be revised in the internal except under section 117. 
The policy with reference to the hon-agricultural assess¬ 
ment has, however, not been uniform, N. A. assessments 
on lands— 

(1) settled between 1827 and 1865 was guaranteed 
for periods varying between 50 and 999 years; 

(2) settled between 1865 and 1879 was guaranteed 
for 30 years; 

(3) settled between 1879 and 1906 was guaranteed 
for 99 years; 

(4) settled between 1906 and 1929 was guaranteed 
for 50 years; and 

(5) areas settled after 1929 have been guaranteed 
uniformly for 30 years. 

41, Non-Agricultural Assessment in Bombay City.— 
As has been indicated earlier, in the old city of Bombay, 
the system of settlement and assessment does not pro¬ 
vide for assessments according to the agricultural or 
non-agricultural uses of land but is governed by provi¬ 
sions of the Bombay City Land Revenue Act, 1876, as 
amended up-to-date. The assessment depends on the 
nature of the existing tenures. An area of 2551 acres 
in the localities of Fort, Girgaum, Malabar Hill, Cumbala 
Hill and in the Mahim woods is under a tenure called 
‘Pension and Tax’ based on Aungier’s agreement of 1672. 
The payment of ‘Pension’ dates from the said Agree¬ 
ment, which commuted, in consideration of the payment 
every year of 20,000 Xeraphins (Rs. 13,850) whatever 
rights the Company possessed over the estates which 
were then in a state of cultivation and which were in 
consequence acknowledged by that instrument to be 
freehold property. A ‘Tax’ of 10 per cent, on the pro¬ 
duce of all ‘landed estates’ was introduced in 1758. The 
cess of these lands is not subject to revision and is re¬ 
deemable on payment of an amount equal to 30 years’ 
rent. In many cases, the proprietors of land have pur¬ 
chased the assessment for good. 

Closely akin to the ‘Pension and Tax’ tenure is a kind 
of tenure known as ‘Fazindari.’ The area under this 
tenure is small and is spread out to Fort and Kalba- 
devi localities. This area too pays low ground rents. 

A third type of tenure called Quit and Ground Rent 
tenure is prevalent in the localities covered by the Fort 
old and new Towns and in parts of Colaba and Maza- 
gaon. The total area of such land is 973 acres. Quit- 
rent as its name implies meant freedom from military 
service and was a money substitute in lieu of military 
service. The rent is redeemable on payment of 30 years’ 
rent. Over the above the three types of alienated tenn- 
res indicated above, the East India Company as well 
as the British Government also made Inami grants of 
land to the Wadia family by three different grants. An¬ 
other tenure is Foras tenure the assessment of which is 
permanently fixed and can be redeemed by 30 years pay¬ 
ment. The rest of the land in the city is what is called 
Foras—Toka and Toka land. Assessments of these lands 
can be revised. The policy of the Government has been 
to charge non-agricultural assessment at 5 per cent, of 
the market value. The usual period of guarantee is 50 
years. Apart from land under various types of tenures 
whether temporarily settled or permanently settled, and 
which are subject to the payment of non-agricuitural 
assessment there is a considerable amount of valuable 
land in Greater Bombay which Government owns in its 
own rights e.g. Parts of the Backba.y Reclamation areas. 
Such lands are leased out by public auction and are sub¬ 
ject to the payment of ground rent which like non- 
agricultural assessment has also been fixed at 5 per 
cent, of the market value. 

42. Receipts from Non-Agricultural Assessment.— The 
total annual revenue of the Government from non-agri¬ 
cultural assessment may be estimated at Rs 30 lakhs 
Of this, an annual revenue of about Rs. 15£ lakhs is de¬ 
rived by way of ground rent and assessment in the 
Bombay City and the balance as non-agricultural assess¬ 
ment in the mofussil. 


43. Concessions in Non-Agricultural Assessment on 
buildmg sites. —With a view to ensuring urban develop¬ 
ment along sanitary lines, oplinary Government and 
Municipal regulations are that in the outlying develop¬ 
ing areas of Municipalities and areas of Municipal corpo¬ 
rations, a new building should be constructed only on ith 
of the open space and ith should be left vacant. 
The non-agricultural assessment, however, of these plots 
is done with reference to the entire area of the plot. 
About the year 1920, Government undertook extensive 
Town Planning Schemes to develop the old City of 
Bombay. At that time Government felt that if such 
schemes are to materialise rapidly, suburban expansion 
should be encouraged. For this purpose, some conces¬ 
sions in non-agricultural assessments were found neces¬ 
sary. In the Bombay Suburban District, therefore, while 
the space occupied by a building paid full non-agricul¬ 
tural assessment, the open space was charged only 
i/ioth of the full rate. Subsequently, such concessions 
were changed into a regulation that if only |th of a 
plot is built upon, while iths was kept vacant, only 
$ths of the full non-agricultural assessment on the 
entire plots should be levied. In 1935, the concessions 
were extended to Ahmedabad and relief was given to 
the extent of |ths of the Non-agricultural assessment or 
residential sites. During the Post-War period, Govern¬ 
ment wanted to encourage housing construction. In July 
1947, the regulation that ith of the space should be used 
for building leaving iths vacant, was changed by pres¬ 
cribing that only frds of the space should be kept 
open, while construction can be done in the remaining 
ird portion. To provide relief in Non-agricultural 
assessment, executive instructions and notifications 
were issued in July 1947 to the effect that the non-agri¬ 
cultural assessment of residential building sites should 
be levied at fths of the full non-agricultural assess¬ 
ment for the whole plot of land. The then existing 
assessments in Bombay and Ahmedabad of iths of 
full non-agricultural assessment were revised upwards to 
|ths of the full non-agricultural assessment. 

Non-Agricultural Assessmeyit on Minerals .—Non- 
agricultural land may be used for building construction 
or for extraction of minerals. Minerals have been clas¬ 
sified as major and minor minerals. The major minerals 
are Mica, Manganese ore, Iron, Coal etc. The minor 
minerals are building stone, boulder, shingle, gravel, 
murrum, road metal etc. The extraction of minerals is 
regulated under section 5 of the Mines and Minerals 
(Regulation and Development) Act. 1948, and the rules 
thereunder. For the major minerals, the Government 
of India have by a notification, dated 18th October 1949, 
laid down the rules and the Government of Bombay has 
implemented these rules called Mineral Concession Rules 
1949- A person intending to search for or extract a 
major mineral has to take a certificate of approval from 
Government on'payment of a fee of Rs. 100. He can 
either take a prospecting licence in the first instance 
and after examining tfie prospects, apply for a regular 
lease over the whole or part of the area covered by his 
prospecting licence, or he may apply for a mining lease 
direct. Leas 2 application has to be accompanied by a 
fee of Rs. 200. It has been provided in Rule 35 that no 
’lessee by himself or with any person with joint interest 
with him shall hold in the aggregate more than 10 
square miles under lease in respect of any one mineral 
or related group of minerals in the State, Before the 
lease is issued, the lessee has to deposit as security with 
Government sums up to Rs. 1,000. A lease may be 
granted for 30 years in the case of iron ore and bauxite 
for manufacture of alluminium and 20 years in the case 
of any other minerals, unless the applicant himself asks 
for a shorter period. Subject to the maximum period 
renewals may also be granted. The lessee has to pay 
royalty on the minerals extracted. The rates of royalty 
generally are assessed at 5 per cent, of the sale value 
of the mineral at pit’s mouth. On some minerals there 
are specific rates assessed on unit weights of extraction 
as given in Schedule I governed by Rules 23 and 41 
of the Mineral Concessions Rules, 1949. As a result 
of representations made to it by the various sectors, 
that the rates of royalty needed revision the Govern¬ 
ment of India amended the M.C. Rules, 1949, in 1951. 
As a result of this amendment the rates of royalty are 
liable to be revised from the beginning of the year 1955 
and thereafter once in every 10 years. In the case of 
a lease already executed under the rules, however, the 
lessee will not be required to pay, during the currency 
of the lease, royalty at a rate exceeding 1£ times the 
rate specified in the lease. The Government of India 
have recently on the advice of the Mineral Advisory 
Board set up a Committee consisting of representatives 
of Central Government, State Governments and the In¬ 
dustry to investigate and advise on the appropriate 
rates of royalty. In the case of minor minerals, con¬ 
cession Rules under the Mines and Minerals (Regulation 
and Development) Act, 1948, have not yet been finalised. 
The concessions are at present granted under the provi¬ 
sions of the Land Revenue Code and Rules. On minor 
minerals apart from the non-agricultural assessment de¬ 
termined under Rule 81 or 82 as the case may be of the 
Land Revenue Code, an additional rate of Rs. 2£ for 
every one lakh of bricks manufactured in any one year 
is levied under Rule 82-A. 
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ANSWERS TO THE QUESTIONNAIRE 

Agricultural Income-tax 

Question No. 139. 

A few States levy agricultural income-tax , but in 
almost none is it among the more important sources of 
revenue; the progress of land reforms will further re¬ 
duce its yield . Would you, in order to increase the 
yield from this tax or for other reasons (which ma,y 
please be specified ), make major modifications in the 
present system of taxation of agricultural income? If so, 
please indicate the modifications you would make. 

In the existing fiscal system of State Governments in 
India, a tax on agricultural incomes will not give subs¬ 
tantial revenue to the State Governments comparable 
to land revenue. In India, as in other countries of the 
world, land revenue includes both tax elements and rent 
elements. The latter does not take into account the eco¬ 
nomic conditions of the individual cultivator. The re¬ 
venue from a tax on agricultural income depends on the 
income of individual cultivator from agricultural pur¬ 
suits, This, in turn, depends upon the size of his hold¬ 
ings. Under the existing Indian Income-tax law, non- 
agricultural income of an individual below Rs. 4,200 
p.a. is exempt. Maximum non-taxable agricultural in¬ 
come should also ordinarily be kept at the same level 
on grounds of equity and to avoid discrimination against 
cultivators. This is all the more necessary when culti¬ 
vators pay, as they do jn all States, land revenue. From 
a tax on all agricultural incomes above Rs. 2,500 it has 
been described earlier that in Bombay State, revenue 
of not more than Rs. 50 lakhs can be expected. If 
exemption is granted up to an income of Rs. 4,200, the 
yield will be much less. Already some States tax agri¬ 
cultural income above Rs, 3,000 and the exemption limit 
is lower than that of .the Indian Income-tax Law. Any 
major modifications in the present system simply to get 
more revenue from the tax, as for example, lowering 
further the limit of agricultural income taxation would 
be inequitable. 

Question No. 140. 

In particular, do your suggestions involve — 

(a) correlation , and if so, to what extent, of agricul¬ 
tural with non-agricultural income-tax; 

(b) alteration , and if so, in what manner of the levy 
of land revenue ? 

As regards (a), if the correlation suggested takes the 
form of the levy of a single tax on the total of non-agri - 
cultural and agricultural income, instead of the present 
separate Central and State taxes , please deal with the 
constitutional , administrative and other problems invol¬ 
ved, including the apportioning of proceeds among State 
Governments. Alternatively, if the State Government 
continues separately to levy a tax on agricultural in¬ 
come, but the rates of levy are based on the total of the 
two types of income, agricultural and non-agricultural t 
what are the specific problems which arise, and how 
would you deal with them? 

As regards (b), please indicate the probable net effect 
of the suggested measures on the revenues of Govern¬ 
ment. What administrative or other issues are involved, 
and how would you deal with them? 

In view of the above, the question does not arise. 

Question No. 141. 

How would you determine taxable income in the com¬ 
parative absence of accounts in rural areas? What treat¬ 
ment should , in particular , be given to the following: 

(i) expenses of cultivation, harvesting, preparation 
for the market etc; 

(ii) agricultural losses owing to a calamity or other 
reasons; (In this connection, would you favour 
giving the assessee the discretion to choose the 
alternative of averaging his income over a 
number of years—say 3 to 5 years—in order to 
cover good and bad years?) 

(in) depreciation in respect of — 

(a) live stock, 

(b) implements and carts, 

(c) means of irrigation , e.g., wells, etc . 

(d) buildings? 

The problem has not been considered in detail by 
this Government because of the low expected yield of 
a tax on agricultural incomes. Apparently in the absence 
of farm accounts expenses of cultivation would have 
to be allowed on an ad hoc basis such as 50 percent 


of the gross produce assuming the balance as taxable 
income as has been done in West Bengal in the case 
of non-plantation agricultural income. An alternative 
would be to assume taxable income as a multiple of 
assessment. 

The latter however is an imperfect method of the 
calculating income in view of the prevailing disparities 
in rates of assessment on similar soils situated in diffe¬ 
rent regions of the States because of historical reasons. 
It would be necessary on grounds of equity to fix diffe¬ 
rent multiples of assessment as taxable income in two 
or three homogenous Zones of the State. In the multi¬ 
lingual State such differences at the present day may 
be however unsuitable because of the political agitation 
that would be generated thereby. A further difficulty at 
the present day is the possibility of undervaluation of 
taxable income because the existing rates of assessment 
% are rather low and there would be administrative diffi¬ 
culties in prescribing a high multiple above 7 or 10 
times the assessment, as net income which would other¬ 
wise be justified on grounds of equity. 

Question No. 142. 

What rates would you prescribe for agricultural in¬ 
come-tax and how would you graduate them? It is pos¬ 
sible to have uniform rates in all the States? What 
exemption limits would you lay down? 

Theoretically, the rates of taxation on agricultural 
incomes should be the same for all the States because 
the tax is levied on incomes. 

Land Revenue and Land Cesses 

Question No. 143. 

For areas already under or likely hereafter to be 
brought under ryotwari or similar tenures, do you con¬ 
sider the land revenue policy should be based on some 
form of periodical settlement? 

If not, what alternative would you suggest? How would 
you work it? What would be its probable net effect on 
Government's revenues? 

Yes, there should be some form of periodical settle¬ 
ment. 

Question No. 144. 

If you are in favour of periodical settlements, what- 
modifications, if any , would you make in the practices 
and principles which have been followed hitherto and 
why? In your reply please refer in particular to the 
following — 

(i) Period of guarantee —Should this be shorter 
than in the past? Would you suggest longer 
periods in special circumstances, e.g., when ryot¬ 
wari tenure is introduced for the first time? 

(ii) /Scope of guarantee—Should a fixed assessment 
be guaranteed for a specific piece of land (or 
for a proprietary body, as for instance, in the 
Punjab)? Alternatively , should a basic rate be 
fixed and limits guaranteed within which it may 
vary? What factors would you take into ac¬ 
count in varying the rate, e.g., area, nature of 
crop, yield, prices, etc. 

(in) Basis of assessment—How should the basic rate 
be fixed? Would you introduce an element of 
progression? 

(iv) Incentive to production—Would it be feasible so 
to regulate assessment as to provide an incentive 
for — 

(a) larger agricultural production; 

(b) shifts in production, e.g., from cash crops to 
food crops or vice versa; 

(c) capital improvements to land? 

(u) Payment in kind—Would it be possible to pro¬ 
vide for payment in kind either partially or in 
full? Please discuss the advantages, difficulties, 
etc. 

(vi) Unifor'fnity between States—In the application 
of these principles what degree of uniformity 
between different States would be desirable and 
possible? 

(i) The settlement on land used for agricultural pur¬ 
poses should be guaranteed for a period of 30 years but 
a provision should be made either to levy a surcharge or 
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grant rebate in taxation on a sliding scale with price 
levels as has been done in the Punjab, There should 
be an upper limit for the surcharge. It may be provid¬ 
ed that the total increase in assessment because of subs¬ 
tantial changes in price levels would not be more than 
25 per cent, in the case of the aggregate assessment of 
the area as a whole. The period of guarantee for non- 
agricultural assessment should be lower than 30 years 
because land values change more rapidly in urban 
areas. 

(ii) Assessment should be fixed with reference to each 
survey number. In varying the basic rate, prices alone 
should be considered. Factors like nature of crop or 
yield should be taken into account in classification of 
soils. During the period of the guarantee the classifica¬ 
tion value should not change because of improvements, 
if any, made by the cultivator himself. 

(iti) Prior to the war, in ryotwari areas, rental value 
was a satisfactory basis of assessment. In view of 
tenancy legislation in various States, rents paid by 
tenants to landlords have been controlled from time to 
time since 1939 and there is a tendency for a progres¬ 
sive reduction of rents. In Bombay State, recently the 
maximum rent has been controlled at i/6 the of the gross 
produce. In fixing reasonable rents/ the law courts 
have not been able to assess exactly the gross produce 
because of unreliable data and in line with the general 
policy of the Government, there has been a tendency 
to be liberal to the tenants by under-estimating produc¬ 
tion, Annual statistics of rental value besides will not 
be available because reasonable rents once fixed cannot 
change unless the same are revised by the aggrieved 
parties going to a court of law. In the event, rental 
value will no longer be a suitable basis of assessment. 

Three alternative bases of assessment can be consider¬ 
ed (i) capital value; (ii) profits of cultivation; and (iii) 
value of the gross produce. Capital value may be the 
estimated value of land as determined by land sales 
from time to time. This, however, cannot be a correct 
basis of assessment because the sale values of land 
are not always a correct index of its annual value. At 
times, capital value may be estimated as the capitalised 
value of the annual income. In such a case, it is akin 
to the estimate of annual income by determination of 
profits of cultivation. In the United States, a low flat 
rate on agricultural land is based on capital value. This 
however, would mean a substantial modification in the 
existing systems of land revenue. The problem of esti¬ 
mating annual income still remains and a change-over 
from rental value to capital value would therefore 
amount to a substantial modification without much ad¬ 
vantage either of equity or administrative convenience. 
Theoretically, assessment based on profits of cultivation 
is the most equitable if land revenue was only a tax. 
Land revenue, however, includes an element of rent taken 
by the Government on behalf of the community as a 
proprietor of all land in the State. The difficulties of 
making an accurate assessment of profits of cultivation 
are stupendous, particularly in a country like India 
where farm accounts are rarely maintained. 

Assessment based on gross produce is the simplest 
alternative. Assessment based on gross produce does 
not take into account the cost of cultivation but assumes 
that cost of cultivation would vary directly in proportion 
to the value of the gross produce of various crops. 
Anomalies sometimes arise when prices fluctuate ab¬ 
normally as they have done during the war period and 
since. Under such conditions, it is possible that some 
crops or grass lands may yield a margin of return out 
of proportion to the cost of production. Since, however, 
only a small portion of the gross produce is taken as 
land revenue, assessments on the whole will be equitable. 
In course of time, the differences in the margins of pro¬ 
fits of various crops would tend to equalise either by 
shifts in cultivation in favour of the more profitable 
crops or by price changes themselves. The value of the 
gross produce should not be estimated for a year but for 
a series of years so that estimates would allow prevailing 
practies of rotation of crops. An adequate number of 
sample surveys of areas of agricultural crops, is essential 
so as to get a fair measure of the value of gross produce. 
While the pitch of assessment in various States will 
vary according to the economic conditions of the sur¬ 
veyed and settled tracts, the standard rates ordinarily 
should not exceed 5 to 10 per cent, of the gross produce. 
The exisiting systems of classification of soils in ryotwari 
areas based on factors like climate, rainfall, communi¬ 
cations etc. should continue and gross produce should be 
used in adjusting the pitch of assessment in place of 
rental value. 

(iu) Land revenue should be a low flat rate so as to 
allow as far as possible adequate incentives to the cul¬ 
tivator to make improvements in his methods of culti¬ 
vation. In Bombay State, according to section 117H of 
the Land-Bevenue Code, if during 30 years immediately 
preceding the date on which the settlement for the time 
being in force expires, any improvements have been 


effected in any land by or at the expense of the holder 
thereof, the increase in the rental value of such land 
due to the said improvements is not to be taken into ac¬ 
count in fixing the revised assessment of the land in 
question. The effect of the provision is that occupants 
enjoy the benefits of self-improvement of land for a 
period of at least 30 years and up to 60 years if an im¬ 
provement is made immediately after a settlement has 
become effective. The assessments once fixed should 
not be varied merely in order to subserve the purposes 
of a temporary policy of producing more cash crops or 
food crops. Any changes in assessments so made would 
not make much difference to the selection of crops or 
rotational methods. If changes in the structure of pro¬ 
duction are desired, they should be enforced by control 
regulations, whereby Government can prescribe what 
portion of cultivated land could be used for sowing 
commercial crops and* vice versa. No changes in assess¬ 
ment should be made for ensuring shifts in production 
from one crop to another. 

(v) In the days of comprehensive rationing, Govt, 
considered the proposal to collect land revenue in kind. 
A number of difficulties were however visualised. For 
one thing, an occupant himself may not be the culti¬ 
vator and from the rent that he gets, he would have to 
purchase foodgrains worth the assessment to be paid 
to Government. This would be an unnecessary en¬ 
deavour. Even in the case of owner-cultivators, the 
price fixed for the produce of a cultivator may not be 
the price at which he would be prepared to sell. If 
procurement prices were enforced, it is possible that 
the quality of crops offered by the farmers may not 
correspond with the prices fixed. The major difficulty, 
however, is the administratiye problem of collecting 
the grains in small quantities and of storing them in 
thousands of villages and in towns before they are 
safely removed to places where they are required. 
The annual deficit of a State like Bombay is over 5 lakh 
tons. The procurement of 3 to 4 lakhs tons is made 
from cultivators who have got surplus. The value of 
the deficit, however, is above Rs. 10 crores at prevai¬ 
ling prices. Collection of land revenue worth Rs. 6 
crores in kind will not obviate the necessity of addi¬ 
tional foodgrains from surplus producers and from other 
States through imports. Because of storage difficulties, 
the Government would have to incur substantial trans¬ 
port costs and expenditure on storage. The additional 
expenditure would be out of proportion to the small 
net benefit from collection of land revenue in kind. The 
system of compulsory procurement efficiently adminis¬ 
tered is much more equitable and suited to purposes of 
food rationing and controls than collection of land 
revenue in kind. When rationing is abolished there 
would be no convenience at all in taking land revenue 
in kind. Such a system cannot also apply to cash 
crops. 

(vi) A substantial amount of land in most States has 
been settled according to the peculiar historical and eco¬ 
nomic conditions of the tracts, A uniform system, if it 
means substantial modifications, is not therefore practi¬ 
cable. Uniformity, if it is considered desirable can only 
be for areas settled hereafter, which will be very small. 

Question No. 145. 

In regard to a resettlement as distinguished from an 
original settlement , what additional principles, if any f 
would you suggest ? 

Ordinarily given administrative convenience there 
should be no difference in the principles which guide 
resettlement from those that guide an original settle¬ 
ment particularly when re-settlements are done after a 
long period of 30 years. At the time of re-settlement, 
the grouping of land, classification and sub-divisions 
should be rechecked. Either as a result of farming or 
as a result of general economic conditions in particular 
tracts, lands with lower classification value may require 
to be placed in a higher classification value. At times, 
areas where certain commercial crops were not grown 
before, may take to growing them. For example, in 
certain areas of Northern Gujarat in this State a subs¬ 
tantial amount of land is now being used for growing 
tobacco instead of foodcrops. 

Question No. 146. 

Where resettlement is overdue but cannot yet , for ad¬ 
ministrative or other reasons , be undertaken , what 
transitional steps would you recommend in order to 
bring the old rates into conformity with changed condi¬ 
tions! 

Would you levy a surcharge on the old rates, graduat¬ 
ed if need be with reference to duch factors as crop 
grown , size of holding , etc ? 

How would you provide against the possibility of such 
a surcharge accentuating the disparity already present 
as a result of settlements of different areas having been 
undertaken at different times ? 
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If the existing f disparity is itself of a significant de¬ 
gree* what steps would you take to reduce it? 

A surcharge should be levied taking into account 
the movement of prices during the interval between 
the original settlement and the present date., A flat 
surcharge of 25 per cent under the existing conditions 
would be equitable. Such a surcharge will not however 
take account of _ the varying dates of settlements and 
consequent varying prices taken as the basis. More¬ 
over in Bombay State different parts of the State are 
not uniformly*assessed due to a variety of a reasons 
and the merger of Indian States has added a great deal 
to these variations. 

Land revenue is a tax on land. There is no scope 
therefore for any steep progressive graduation of the 
surcharge according to the size of holdings. Even though 
the size of holdings of an occupant may be large, he 
may not personally cultivate all his land. The amount 
or rent that a landlord can get, is controlled by tenancy 
legislation and since the ceilings in Bombay State have 
been reduced, there is an’additional reason for not levy¬ 
ing any steeply graduated surcharge. 

Regional disparities in assessments have not merely 
been caused by the fact that different areas have been 
settled at different times but also because of the 
differences in the historical economic and other condi¬ 
tions of various tracts. Regions of Gujerat in Bombay 
State prior to the British Rule were governed by rulers 
outside the area and because of the political conditions 
of subjugation these have been relatively overassessed 
compared to other tracts with similar types of soils. It 
is not, however, possible to re-adjust the differences by 
re-adjusting the rates of surcharge. 

Question No. 147. 

Since a certain degree of disparity may be present. 

(i) between the pre-existing and the newly merged 
areas of a Part A State; or 

(ii) between the different units which have gone to 
form a Part B State; 

what steps , if any , would you take, pending a general 
resettlement of such areas, towards removal or reduc¬ 
tion of disparity ? *■ 

t As in above, disparities in rates of assessment on 
similar soils between merged and non-merged areas in 
Part A State are bound to be there because of historical 
reasons. Where the disparity is so wide that the pitch 
of assessment in merged areas exceeds the pitch of 
assessment in non-merged areas by more than 20 per 
cent., the excess above 20 per cent, may be remitted. 
Because of the war time and post war increase in price 
levels in spite of the disparities the incidence of land 
revenue has become light in all the areas, be they over¬ 
assessed or underassessed in the prewar period. 

Question No. 148 

Where , ryotwari or similar tenures are introduced for 
the first time, on the abolition of zamindaris, but settle¬ 
ments cannot yet be undertaken , what interim steps 
would you take to regulate assessment ? 

In this connection, how would you deal with the fol¬ 
lowing special problems: 

(i) fixation of post-abolition assessment with refer¬ 
ence to (a) pre-abolition rent and (b) compen¬ 
sation payable by the State and/or the occu¬ 
pant; 

(ii) paucity of sufficiently detailed land records or 
of economics data, e.g. market rents; 

(tit) lack of trained staff required for work in re¬ 
gard to (a) land records, (b) new surveys and 
(c) new settlements ? 

Would these problems be present in an aggravated form 
in permanently settled areas , such as West Bengal ? 

Being a ryotwari area, the State of Bombay has not 
faced any extensive zamindari problem. Recently, tenu¬ 
res other than ryotwari like Mewasi, Talukdari, Bhag- 
dari, and Narwadari etc., have been abolished. It is 
proposed to give compensation for abolition of these 
tenures at three times the amount of annual revenue 
realised by the holders. As a result of enactment of (i) 
the Bombay Bhagdari and Narwadari tenure abolition 
Act, 1949, (ii) the F^nch Mahals Mewasi tenure Aboli¬ 
tion Act, 1949, (iii) The Bombay Maleki Tenure Aboli¬ 
tion Act, 1949, (iv) the Bombay Talukdari Tenure Aboli¬ 
tion Act, 1949, and (v) the Bombay Khoti Abolition Act. 
1949, an.d other Acts indicated earlier. Government, will 
pay a total compensation of over Rs. 2 crores to the 
zamindars so affected. The compensation as provided 
in the Bombay Land Tenure Abolition Act. 1953 will be 


paid in transferable bonds carrying interest at 3 per¬ 
cent and redeemable during a period of 20 years in 
equity in the instalments of principles and interest. Sur¬ 
vey and settlement work for the areas has been given 
priority. Please see also paragraphs 16 to 22 in the 
General Note. 

Question No. 149 

Do you think that the principles of assessment of land 
revenue will require modification if co-operative farm¬ 
ing is more widely adopted ? If so, in what directions ? 

For the present, Co-operative farming Societies in the 
State do not extend to any area of more than 70,000 
acres or less than 0 * 25 per cent of the assessed area. 
It is not likely that the are's will increase more than 
fourfold in the next few years, even then there will 
not be any need to charge the principles of assessment 
based on the ryotwari tenure. Assuming that co-opera¬ 
tive farming is so widely adopted as to extend to the 
major portion to the area of the State Land Revenue 
will have to be a tax pure and simple without and rent 
elements because no unearned increments created by 
the society would be appropriated by particular occu¬ 
pants as individuals but rather the benefits would be 
jointly enjoyed by groups egad persons. 

Question No. 150. 

Have you any comments to make on policies in respect 
of— 

(i) alienation of land revenue in forms in tchich such 
alienation subsists and may continue to subsist (e.g. 
devasthan inams); 

(ii) concessions in land revenue, both ad hoc and re¬ 
gulated, e.g. on (a) sale of land belonging to or at the 
disposal of Government or (b) transfer of such land 
either on special tenure such as impartible or inalienable 
tenure or on ordinary tenure to special classes of lessees 
such as educational^or charitable institutions and co-ope¬ 
rative societies ; and 

(iii) suspensions and remissions ? 

No. The position in Bombay State has been explained 
in the General Note of this Memorandum. 


Question No. 151* 

Are there any suggestions which you would make in 
regard to the assessment of — 

(i) agricultural land in rural areas , used for non-agri - 

cultural purposes; 

(ii) land classed as agricultural but now part of an 
urban area and used for non-agricultural pur¬ 
poses; and 

(iii) land classed as non-agricultural, whether in 
rural areas or in urban areas, and used for non- 
agricultural purposes ? 


All these are categories of land used for non-agricul¬ 
tural purposes. They should be uniformly assessed as 
non-agricultural land. The basis of assessment should 
be a percentage of the full market value, market value 
being defined as the sale value of freehold land in the 
vicinity. Land used for agricultural purposes is differ¬ 
ent from that used for non-agricultural purposes because 
in the latter, there is greater scope for unearned incre¬ 
ments of land values as a result of the expansion of the 
population due to the development of commerce and 
industrialisation. The basis of assessment should there¬ 
fore be the value of land. Non-agricultural land used 
for extraction of minerals should be taxed on the basis 
of sale value of mineral at pits mouth. In the case of 
minor minerals, apart from ordinary non-agricultural, 
assessment, an additional rate based on the number of 
bricks prepared should be levied. 

Question No. 152 

Is the administrative system, in so far as it concerned 
with the collection of land revenue, adequate ? is there 
a tendency to enlarge the functions of the revenue staff 
especially at the village level , so as to include 4( de¬ 
velopmentor " extension ” duties ? If so, how far is such 
tendency likely to affect the efficiency of revenue collec¬ 
tion and administration ? 

Yes; It is true that Revenue staff have been given 
additional responsibilities in connection with nation 
building activities. Wherever necessary, however, addi¬ 
tional staff has been appointed. The question of ade¬ 
quacy or otherwise of the revenue staff in Bombay State 
was reviewed by the Special Officer (Retrenchment) in 
1949-5C 
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Question No. 153 

Is there a tendency to delegate the functions of the 
State Government in respect of land revenue to local 
bodies ? 

In what areas , to what extent a7\d subject to what 
conditions has the delegation taken place, and what les¬ 
sons, if any, may be drawn from the experience hither¬ 
to gained ? Do you consider such delegation fiscally and 
administratively de sir ablet Would it improve the posi¬ 
tion if the revenue collected under it was earmarked for 
specific local purposes ? 

No, In Bombay State, 15 per cent, of the land revenue 
and 2 per cent, of the forest revenue is assigned to local 
authorities. 

Question No. 154 

(i) What should be the basis of levy of land cess? 
Should it be land revenue or annual value ? 

(ii) Would you introduce a degree of graduation in 
the rates of land cess ? 

(iii) (a) To what extent do you consider it suitable 
that land cesses should be placed within the purview 
of local bodies ? 

(b) Should the cesses be earmarked for specific pur¬ 
poses more closely related to the rural tax-payer ? If so, 
please give your suggestions. Alternatively, do you pro¬ 
pose one consolidated cess for local purposes ? 


(iu) Are there any special problems involved in the 
assimilation of the rates of land cess (a) in the merged 
areas of Part A States and (b) in Part B States? 

(i) The land cess should be a proportion of the land re¬ 
venue levied as a surcharge or cess. The basis of the 
land cess should be the same as land revenue. 

(ii) There is no need for graduation in the rates of 
the land cess. 

(iii) (a) A minimum levy of a cess should be prescrib¬ 
ed to local authorities; 

(b) There should be a consolidated cess, though a pro¬ 
portion of the cess should be earmarked to items of ex¬ 
penditure which benefit the tax-payers as a whole. In 
Bombay State, a .cess of 3 annas in a f rupee of land 
revenue is being levied by local authorities, 15 pies out 
of the 3 annas have been earmarked for expenditure on 
primary education. The balance of the additional ex¬ 
penditure on primary education is provided by the State 
Government. 

(iv) In some merged areas, the pitch of assessment of 
land revenue is substantially in excess of the pitch'of 
assessment on similar soils in the non-merged areas in 
the neighbourhood. A cess of 3 annas in the rupee was 
therefore considered by Government to be a very heavy 
additional burden on the merged areas. These areas have 
been allowed not to pay the cess or pay a lower cess 
and Government have paid on their behalf the estimated 
amount of the remitted cess as contributions to the 
School Boards for expenditure on primary education. 


STATEMENT I 

Value of Production of Agricultural Commodities in Bombay State excluding merged areas , 

(in lakhs of rupees). 


— 

1938-39 

1945-46 

1948-49 

I 949'50 

195O-5I 

Cereals .......... * 

24,44 

71.31 

89,93 

152,85 

114,62 

Pulses 

4.83 

i 5 >oo 

23,17 

38,83 

38,97 

Oilseeds 

5.38 

* 3*59 

25)94 

31,58 

35)90 

Raw Sugar ............. 

3 j 2 4 

17*15 

13)24 

31,70 

30)93 

Tobacco ...... 

L23 

12,19 

14,60 

15,47 

27,67 

Cotton . . . . . , . . . * 

, 4,56 

3,48 

9,47 

12,03 

23,15 



Total 

43*68 

132,72 

176,35 

282,46 

270,26 

Land Revenue 

3*55 

3,70 

3,85 

5,85 

6,06 

* 






Land Revenue as Percentage of gross value 

. 8* 12 

2*78 

2* l8 

2 - 08 

2.24 


i Soune.—'V. V. Divatia, Notes on the Income o ombay Province, The Bulletins of Bureau of Economics and Statistics, Government of Bombay, Vol HI 

No. 3 (1950), p, 6 and Vol. V (1952) No. 3. 

The data of 1949-50 and 1950-51, include mertd arras both for value of agricultural production as well as the land revenue demand. 


29—1 T. E.Com. (N.D.) 55 
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(3) Baramati Taluka (Poona District ) 
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(tw> Bossein Taluka {District Bombay Suburban ). 
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STATEMENT III 

District-wise Statement of Fixed Demand, Agricultural and Non-agricultural assessment , 1950-51 


SI. 

No. 

District 



Cross area 
(Acres) 

Area liable 
to pay 

Land 

Revenue 

(Acres) 

Area paying full assessment 

Alienated areas paying concessional land revenue on 
land used for agricultural purposes 

Area under non-agricul- 
tural use 

Area 

(Acres) 

Assessment 

(Rupees) 

Area 

(Acres) 

Assessment 

(Rupees) 

Judi or 
Salami 
(Rupees) 

Nuksau 

(Rupees) 

Area 

(Acres) 

Assessment 
or ground 
rent of 
City of 
Bombay 
(Rupees) 

■ 

2 



3 

4 

5 

6 

7 

8 

9 

10 

- 

22 

1 

Banas Kantha 



20*92,568 

13,66,764 

7,96,472 

8,37,864 

5,70,292 



3,48,281 

11,808 


a 

Sabar Kantha 



11,17,331 

6,41,003 

5*54,8i3 

9,66*533 

86,190 

1,52,767 

14,586 

1,38,181 

i*443 

5,200 

3 

Mchsana 



28,09,go6 

22,54,699 

15.47.336 

31,45,984 

7,07*363 

5,96,176 

1,66,165 

4*30,011 

119 

2 I,4l6 

4 

Amreli . 



9,88,1 it 

6,03,178 

4,49,38o 

8,18,502 

5*53*798 

2,04,923 

20,215 

1,84,708 

4*523 

20,204 

5 

Bared a . 



15,01,914 

ii,t5,994 

8,98,597 

28.35,020 

2,i7*397 . 

9*63,046 

3.67,369 

5*95,677 

2,645 

28,577 

6 

Ahmedahad . 



22,04,174 

9,93*048 

6,17,582 

16,79,836 

3,75,466 

7,33,o82 

1,33,996 

5,99 ,o 36 

2,767 

2,72,153 

7 

Kaira . 



16,41,185 

12,41,751 

7*67,479 

26,92,380 

4,74,872 

7,7o,99i 

6,87,028 

83,963 

924 

36,486 

8 

Panch-Mahals 



22,08,381 

11,11,183 

7,35*330 

11,73,272 

3*75,853 

6,51,940 

56,263 

/ 5,93,677 

516 

8,197 

9 

Broach . 



18,77,892 

ii, 24,499 

7,38,110 

26,16,499 

3,86,389 

11,86,344 

2,50,536 

9,35,8o8 

352 

20,863 

10 

Surat 



28,86,417 

16,62,145 

14,90,993 

43,86,162 

1,71,152 

7,83,394 

2,29,062 

5,54.332 

2,229 

~ 89,111 

it 

Thana . 



23,40,791 

11,22,491 

9,91,708 

16,05,142 

1*30*783 

i, 67,953 

43>!23 

1,24,835 

4*737 

45,083 

13 

Ahmednagar 



4.2*01,828 

32,04,693 

25,80,497 

19,42,101 

6,24,196 

4,80,029 

1,8 2*259 

2*97,770 

828 

17*700 

13 

East K^tandesh 



28,76,151 

20,34*287 

17,97,748 

33,80,816 

2,36,539 

5*02,238 

1*69,973 

3*32,265 

2*399 

76,936 

14 

West Khandcsh 



35,67,420 

17.31.656 

15,90,169 

21,97,508 

1,41,487 

2,70,168 

52*081 

2,18,087 

1,041 

47,988 

*5 

Nasik . 



38,29,321 

25,04,966 

20,98,431 

17,7 r,096 

4*06,535 

4,27,811 

1,28,259 

2,99,552 

1*953 

35*975 

16 

Poona . 



38,31,040 

26,38,862 

19,03,647 

15*08,740 

7,35,215 

7,25,004 

1*80,953 

5*44,051 

34,303 

1,68,312 

17 

Satara North 



25,83,600 

i9,02,101 

11 *75*°3 2 

15,08,422 

- 7,27,069 

1 1,61*877 

3*07,757 

3,54,120 

1,467 

27*930 

ia 

Sliolapur 



37,03,258 

32,57.161 

28,00,702 

19,78,729 

4^6,459 

3,o3,i79 

9 1 ,°59 

2,12,120 

2,657 

53*2i5 

19 

Kolaba 



i 6,9 i ,374 

9*53,336 

0,64,566 

19,12,440 

88,770 

2*37,350 

31*354 

2,05,996 

2,025 

28,677 

20 

Ratnagiri 



31,08,086 

21,62,860 

19,27,921 

x 1,86,964 

2,34.939 

1,36*115 

23*095 

1,13,020 

658 

10,700 

21 

Satara South 



21,30*751 

18,22,740 

12,07,363 

13,95,585 

6,15,377 

8,27,613 

2,13*679 

6,13,934 

5U 

16,244 

22 

Kolhapur 



17,28,896 

11,45,89 a 

7,61,803 

16,78,859 

3,84,089 

10,68,141 

3,48*96l 

7,19*180 

1,844 

88,633 

23 

Dangs . 













24 

Belgaum 



35,26,587 

26,86,719 

14,88,469 

17*89,458 

11,98,250 

15,20,539 

6,50*623 

8,69,916 

3*057 

16,368 

as 

Bijapur 



42,29,232 

37,56,345 

25,79.946 

16,54*837 

11*76,399 

8,64,046 

4*28,433 

4*35*593 

1*134 

24*93t 

a6 

Dharwar 



34,01,9x6 

28,14,970 

' 19,30,375 

28,24,859 

8,84,595 

14.29*990 

7,12,766 

7,17*224 

2,511 

43*208 

27 

Kanara 



25,26,783 

3,42,010 

3,39*511 

9,78,345 

2*499 

11,077 

5,541 

5,636 

946 

13*595 

a8 

Bombay Suburban District 

41,901 

22,118 

9,849 

44,142 

12,269 

4bi33 

1,728 

39*405 

3.240 

i, 94*4<>3 

29 

Bombay City . 











2,535 

15*83*875 


Total Bombay State i95 0- 5i 

6,86,46*814 

4,62,17,471 

3,46,43,829 

5*05,10,095 

1,19,74,242 

1,62,16,926 

54,96,884 

1,05,68*428 

95*172 

29,95,o8o 


premereed Areas of the State 

4,86,63,326 

3,23.55,956 

2*45,56,321 

3,14,51,709 

78*29,235 

1,28,84,120 

33,71,156 

91,72,964 

57,044 

10.23,056 


1946-47. 
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jj, B._The figures are provisional only. 


STATEMENT IV 

Statement showing recurrent and non-recurrent teh estimated and receipts expenditure under the Agrarian Reforms Legislations in the Bombay Stat 


Serial 

No. 

Name of Legislation 

Estimated receipts 

Estimated Expenditure 

Remarks 

Recurring Non-recurring 

(«) w 

Recurring Non-recurring 

(«) W 

1 

2 

3 

4 

5 


1 The Bombay Bhagdari and Narwadari Tenure ^. . 

Abolition Act, 1949. 

2 The Panch Mahals Mehwassi Tenure Abolition 

Act, 1949. 

0 The Bombay Maleki Tenure Abolition Act, 

1949- 

4 The Bombay Taluqdari Tenure Abolition Act, 9,22,823 
1949 * 


— 12,000 


1,15,461 


Information 2,20,38,918* *The amount is the total 
about staff (Approx.) figure of claims put forth 
not available. by talukdars. This is likely 

to be reduced considerably. 







STATEMENT I V—contd. 


I 

2 

3 



4 

5 

5 

The Bombay Khoti Abolition Act, ig4g 

•* 

N.R. 

73 , 95 6 

10,26,000* 

*This amount is likely to be 
reduced considerably. 

6 

The Bombay Pargana and Kulkarni Watan 
Abolition Act, 1950. 

17.1&219 

1,12,00,302 

17 . 79^95 

57,11,307* 

*Thc amount is only in res¬ 
pect of commutation for 
cash allowances. 

7 

The Bombay Watva Vajifdari Rights Abolition 

15,620 


Nil. 

14,070 



Act, 1950. ■' 




66,000 


8 

The Salsette Estates (Land Revenue Exemp- 

4 > 75 .o°o 


35.710 



tion) Abolition Act, 1951. 






9 

Rules for Resumption of Saranjam and Political 
Inams. 

4,80,000 

(Approx.) 

• * 


9,00,000 

(Approx.) 


10 

The Bombay Personal Inams Abolition Act , 

34 > 74> I 59 



23.33.679 


11 

Bombay M, T. Matadari T. Abolition Act /. 

Not known 

Not known 

i 3. l8 3 
(addl. staff) 

53 > 4 °° 

(compn.) 

Information not available 
as most of the villages are 





unsurveyed and unsettled. 

12 

B.M.T, (Barocja Watans Abolition) Act 

71,006 

5,62,020 

46,841 

4.47.630 


13 

Bombay Kauli and Katuban Tenure Abolition 

3 > 2 i 3 





Act. 



3 . 58 o 



»4 

Bombay Merged T. (Baroda Mulgiras- Tenure 

1,38,615 


35> I 4 5 6 7 8 9 54 


Abolition). 






15 

Bombay Merged T. Ankadia Tenure Abolition 

1,62,658 

. * 

56,098 

5 . 73.934 


Act. 




71,62,21 I 


16 

The*B.M.T. (Jagirs) Abolition Bill 

46,88,471 

Not known 

8,89,547 


17 

The B. M.T. (Baroda Salami T.) Abolition Bill 

12,800 



•' 


18 

The Bill to abolish service inams . 

M 6 > 7 “ 


•• 

*> 73,245 


19 

Thejanjira and Bhor Khoti Tenure Aboli¬ 






tion Bill. 







Total 

1,13.04.295 

1,17,62,33* 

28 , 98,1 IO 

4,07,62,009! 

-- — - 


The figures given in mu siatem-m iem«uy- « 

fThe figures in last column will be considerably reduced. 

STATEMENT IV-A 
Schedule governing royalty rates on Major Minerals under the Mineral Concession Rules y 1949 * 


I. Coal— 


Five per cent* of f.o,r. statutory price subject to a minimum of As, 8 
per ton. 


Either 

2. Mica— i . , ...j 

(a) Crude mica . . . . . . • • ' • Re. i per maund. 

( 4 ) Trimmed mica, all qualities other than heavy stained, dense Rs. 3 per maund. 

(c) Trimmed mica, other than (b) .Rs* I_ ®"° P er maunc ** 

(d) Waste and scrap mica , - . • - * , As. g per maund. 


5 per cent, of the sale value of mica at the pit’s mouth, at the option of the lessor. 


3. Gold, Silver, Platinum and other precious metals and their ores; 

copper, lead and zinc ores. 

4. Iron—- 

(a) Used for extraction of iron 

(b) Used for other purposes. 

5. Precious Stones . . * * * * 

6. Manganese ore— 

(a) High grade (45 per cent. Mn. and over) . • 

( 4 ) Low grade (below 45 per cent. Mn.). 

7. Chromite— 

(a) 45 per cent. Cr s O a and above . 

(b) Less than 45 per cent, Cr fi 0 3 . 

8. Limestone or Dolomite . * • * 

9 . All other minerals not specified above. 


To be fixed by the Central Government in each case. 

Rs, 8 per ton. * 

Re. 1 per ton. 

20 per cent, of the value. 

Five per cent, of the sale value at the pit’s mouth, subject to a mini¬ 
mum of Re, 1 per ton.* 

Five per cent, of the sale value at the pit’s mouth, subject to a mini¬ 
mum of As. 8 per ton. 

Five per cent, of the sale value at the pit’s mouth, subject to a mini¬ 
mum of Rs. i-8-o per ton. 

Five per cent, of the sale value at the pit’s mouth, subject to a mini¬ 
mum of As. 12 per ton. 

Five per cent, of the sale value at the pit s mouth, subject to a mini¬ 
mum 1 of As. 4 per ton. 

Five per cent, of the sale value at the pit s mouth. 
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B. Irrigation Rates and Betterment Levy 

Nature of existing major irrigation works .—Except 
for the Meshwa canal in Gujarat, the completed major 
irrigation works in the State are located in the Bombay 
Deccan, Irrigation works in the Deccan are different 
from those in Sind and Punjab, and other countries 
where wide alluvial plains have been formed by great 
deltaic rivers in perennial flow. The Bombay Deccan 
consists of a sloping table-land running eastward from 
the ridge of the Western Ghats. Being on the wrong 
side of the Ghats, the rivers in the Deccan are in flow 
during the monsoon months only, and if no artificial 
means of conserving waters are provided monsoon rain¬ 
fall would be wasted. What is more, the major portion 
of the soil in Bombay Deccan outside the belt of a few 
miles from the Ghats receives inadequate and uncer¬ 
tain rainfall. The large irrigation systems in the Deccan 
are all of the same type. Each depends upon a storage 
lake near the head of one of the river valleys where 
sufficient water is collected during the monsoons and 
supplied to the country on either side of the river valleys 
below. Because of the less fertile nature of the soil in 
the Bombay Deccan, supply of rain water or irrigation 
water does not increase agricultural productivity to the 
same extent as irrigation canals in Sind and Punjab 
do. On the other hand, the cost of construction per acre 
of a major irrigation work is ordinarily higher in Bom¬ 
bay State than in other States, Due to both these fac¬ 
tors prior to the war and during the war years too, 
the major irrigation works in the Deccan have had to 
be maintained as protective works. 

Statement I shows the financial results of the major 
irrigation works in the State for which capital accounts 
are kept. The details have been given in the statement 
for five of the more important projects as desired by 
the Commission. The statement indicates that the re¬ 
venue from water rates does not cover the working ex¬ 
penses and interest charges on the sum at charge. Gov¬ 
ernment incurs a loss of about 10 to 25 lakhs per annum 
on the major irrigation works. As a large programme of 
post-war irrigation works is being implemented by the 
Government, it became necessary to pursue the question 
of putting major irrigation works on a sounder financial 
basis, and a Cabinet Sub-Committee was appointed in 
April, 1947. The Committee submitted its report to 
Government in 1948 and made the following recommen¬ 
dations:— 

(i) the stage has come when Government should ac¬ 
cept the principle followed in other countries that the 
beneficiaries under an irrigation scheme should contri¬ 
bute by rates and charges sufficient revenue to meet the 
full interest, redemption, depreciation, maintenance and 
management cost of all major works; 

(ii) to implement the above recommendation, the Com¬ 
mittee recommended to Government the levy of the fol¬ 
lowing charges from those who stood to benefit by irri¬ 
gation works: — 

(A) Betterment Levy as a tax on the unearned in¬ 
crements of land values following the construction of 
an irrigation project, the Committee recommended that 
the levy should be imposed on new works and not on 
the works already constructed prior to 1948, The levy 
has been recommended as such levels as to recover 50 
per cent, of the unearned increased value of the land. 
The Government of Bombay has accepted this recom¬ 
mendation of the Committee. 

(B) Irrigation Cess as a small annual fee to be paid by 
every land-owner of the culturable area under com¬ 
mand of a canal system. The Committee recommended 
the levy of a cess at a rate of Rs. 3 *per acre on areas 
in the perennial zones and at Rs. 1-8-0 per acre on other 
areas under command. The Government has accepted 
this recommendation of the Committee and has made 
the necessary amendments to the Bombay Irrigation 
Act, 1879 in 1950, Under, a notification dated the 5th 
August, 1953, the following rates of cess have been fixed 
for* a period of three years with effect from the 15th 
February, 1954. 

(1) Rs. 22-8-0 per acre per annum as the rate at 
which the irrigation cess payable in respect of 
lands under sugar-cane or equivalent peren¬ 
nial crops under the irrigable command of a 
canal. 


(2) Rs, 11-4-0 per acre per annum as the rate at 
which the irrigation cess payable in respect of 
lands under other perennial crops under the 
irrigable command of a canal. 

(3) Rs. 2-8-0 per acre as the rate at which irriga¬ 
tion cess payable in respect of eight month 
blocks for the whole area of the black under 
the irrigable command of a canal. 


(4) Rs. 2-8-0 per acre per annum as the rate at 
which irrigation cess payable in respect of land 
other than those under items (1), (2) and (3) 
above under the irrigable command of a canal. 

(C) The Committee recommended a 25 per cent, in¬ 
crease in the water rates prevailing in 1947. This re¬ 
commendation of the Committee has also been imple¬ 
mented and a notification has been issued increasing 
water rates with effect from February, 1954, State¬ 
ment II compares the existing water rates on the major 
irrigation works with the proposed .water rates. 

REPLIES TO THE QUESTIONNAIRE 
Question No. 155. 

Would you recommend any of the following taxes , 
either singly or in combination , where a major irriga¬ 
tion work has been constructed by the State — 

(i) a ihstterment levy representmg a portion of 
the increase in the value of land. 

(ii) A?i irrigation rate for the uniter actually sup¬ 
plied. 

(in) A small compulsory cess for all lands under 
command, whether the water is actually utilis¬ 
ed or not 

(iv) Any other tax or taxes, as an alternative to or 
in conjunction with the above ? 

(i) Yes. 

(ii) Yes, 

(iii) Yes. But the area under command to which the 
cess is applied should not include water-logged area or 
salt affected areas until the latter are improved and 
restored to culturable condition by drainage or other 
measures taken by Government. This is necessary be¬ 
cause in the cause of water-logged area or salt affected 
lands non-use of water is not a vountary decision of the 
cultivator. The purpose of the cess is to discourage 
voluntary non-use of water available from the Govern¬ 
ment irrigation works. The cess should, therefore, apply 
only to culturable area under the command of an irri¬ 
gation work, at a given time. 

(iv) No. 

Question No. 156. 


What portion of the increment in land value may be 
reasoriably absorbed by the State as betterment levy 7 

(i) Horr should it be assessed, in what instalments 
should it be collected and by what administra¬ 
tive machinery ? 

(it) How would you time the recovery in relation 
to development i.e. before the project comes 
into full operation or afterwards when substan¬ 
tial incremental value is actually realised ? 

(lit) Would it be proper and practicable to impose 
a betterment levy on lands already benefited 
by an existing irrigation work ? 

(iv) Should the proceeds from the levy be earmark¬ 
ed for a specific connected purpose, e.g. con¬ 
tributing towards the cost of the particular irri¬ 
gation project or other irrigation projects ? 

50 per cent, 

( i ) For assessment and collection of betterment levy, 
the Government of Bombay, in exercise of the powers 
conferred by section 70 of the Bombay Irrigation Act, 
1879, has made the Bombay Irrigation Betterment Char¬ 
ges Rules, 1952. According to section 4 of the Rules, the 
owner of land who desires to pay the amount of better¬ 
ment charges due from him by annual instalments, has 
to apply to his District Collector. In his application, 
the owner can indicate the number of instalments he 
would like to pay the amount. The maximum number 
of instalments allowed by the Collector are not to 
exceed 20. During the period of the instalments, in¬ 
terest would be charged on unpaid balance at the rate 
of 5 per cent, per annum. After the Collector fixes the 
number of instalments and the amount to be paid at 
each instalment on receipt of the application, the 
owner of land has to execute an agreement with 
Government wherein the owner of land apart from 
the ocnditions of payment by instalments would also 
agree that arrears of sums due would be consider¬ 
ed as arrears of land revenue. In case there are arrears 
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in the instalments during the period of payment, such 
arrears with interest would be cepitalised and would 
be added to the principal sum. Executive Engineers 
and officers of the Public Works Department are to pre¬ 
pare the scheme of betterment levy and the Collectors 
will make the assessment as well as the collection. Ac¬ 
cording to section 56(b) of the Bombay Irrigation Act, 
1879 and rule 5 of the Betterment Rules, it has also 
been provided that an occupant liable to betterment 
charges can make part payment of his dues in terms 
of land by relinquishing land worth the part payment 
in exchange in favour of the State Government. The 
lands relinguished must be free of all encumberances, 
and the money value of land so offered will be determin¬ 
ed by Government after taking into consideration its 
price calculated by the occupant. These provisions have 
been made in order to assist owners of land faced with 
difficulties of making cash payment of betterment 
charges due from them. 

The annual instalments may be suspended or remit¬ 
ted in any year in which (a) crops are seriously damag¬ 
ed by floods, tempest or any other irresistible force; or 

(b) the land is water-logged or salt-affected; or/and 

(c) by any reasons, the land has been removed from the 
irrigable command of the canal on account of short 
supply of water from the canal system. ’ 


(ii) According to the Government Resolution No, BL.M 

1152, dated the 16th June, 1952, read with paragraph 2 

(d) of Government Resolution, Public Works Depart¬ 
ment, No. 8839/36, dated the 26th February 1951, the 
increase in land values following the construction and 
completion of an irrigation work should be estimated 
by the Settlement Commissioner. The increase in value 
on account of completion of a new canal or the improve- 
ment or extension of an existing canal shall be the 
amount by which the value of the land on the comple¬ 
tion date is likely to exceed the value of the land on the 
construction date. The increase in land values may be 
arrived at from the inquiry into sale transactions t and 
rentals or failing this, by Punchanama on the basis of 
the values of comparable irrigated lands already exist¬ 
ent in the tracts. The assessment work is to be done 
ajqeiiBAB sauiooaq uaqAv sun; jo osdEj a aotje 

santBA pwe\ m ases-ioui panpe aq; uo puaaap o; ‘ojoj 
-ajaq; ( ;ou Si ^Cj8aoo 3J 8q; jo guimi; aqj, ’P 01 ^ 31100 ap 
-jtq aq; P spjoasH pueq jo s;u9pu9;uuadng aq; Aq pa 
-;sissb eq osp ppioM Aaqj, 'iopaROQ pij;si(i aqt pue pa 
-uicouoo aaauiSua aAi^noaxa aq; uaaM;aq uoi;Bqnsuoo Aq 
from a canal. 

(iii) It would not be legal or practicable, If neces¬ 
sary, adjustments can be made in the water rates on 
the old works. 

( iv ) Yes, 

Question No. 157, 

(i) Should the irrigation rate be no more than an ade¬ 
quate charge for the water supplied or should it also 
contain an element of additional levy on the increased 
yield or crop? Can you indicate with reference to condi¬ 
tions in your State whether , and of so to what ex¬ 
tent, there is an element of additional levy in respect of 

(a) old irrigation works , (b) new irrigation works ? What 
limits would you place on the quantum of additional levy 
in respect of (a) old irrigation works, (b) new irrigation 
works ? 


(ii) Would you base the irrigation rate primarily on — 

(a) area irrigated, 

(b) quantity of water supplied , 

(c) crop value , 

(d) any other factor. 


new irrigation works than on old ones but the policy of 
Government is to charge the same rates as far as pos¬ 
sible in one particular Region. 


(ii) Water rates are based on (a) i.e., area basis and 
(c) the kind of crop but in case of Sugar Factories and 
big land holders irrigating more than 50 acres, water is 
supplied on volumetric basis. The rates are revised at 
interval and revision pays regarding to prices and pro¬ 
fits of agriculture though indirectly. 

(iii) Water rates are revised periodically at the inter¬ 
val of 3 or 5 years, 

(iv) Concessional water rates are charged in initial 
stages on new works. 

Question No, 158, 

How would you fix the compulsory irrigation cess? 
Would you make it a small fee relatable to the annual 
cost of maintenance of the work ? 

Copy enclosed. The irrigation cess is meant to meet 
the cost of working expenses and maintenance. Please 
see pages 51-52. 

Question No. 159. 

If the items mentioned above betterment levy, irriga¬ 
tion rate and irrigation cess—were discussed in connec¬ 
tion with a minor irrigation works or a tube-well 
scheme to what extent would your replies have to be 
modified ? 

Even in the case of minor irrigation works better¬ 
ment charges may be levied if the work is estimated to 
cost of Rs. 50,000 and above. Instead of this cost basis, 
the policy of fixing area irrigated (say about 250 acres 
and above) as basis for levying betterment charges is 
preferable as it provides a surer physical basis. The 
basis for fixing water rates for major irrigation works 
and minor irrigation works may be generally the same. 
In the case of minor irrigation works, Government may 
levy an irrigation cess only where such irrigation works 
irrigate considerable areas and where perennial or two 
seasonal blocks already exist or can be introduced. Since 
tube-wells will be first class irrigation works for which 
Capital and Revenue Accounts will be kept the remarks 
offered in answer to Question 156 and 158 above will 
hold good for tube-wells also. 


Question No, 160. 

In what circumstances would a consolidated rate of 
land revenue where the assessment includes an element 
of water rate be preferable to a scheme of sparate irri¬ 
gation rates and cesses? 


On small irrigation works where the area irrigated is 
very meagre, consolidated rates (land revenue plus 
water rates) are levied, For such small works no Re¬ 
venue and Capital Accounts are kept. Consolidated 
rates which are fixed at the time of Revision settlement, 
are fixed for a term of years irrespective of the use 
made of the water while the water rates are fixed every 
3 to 5 years and are levied on those irrigators who act¬ 
ually take water. As it will not be feasible and econo¬ 
mical to fix water rates on such small irrigation works, 
it is desirable to levy consolidated rates. 

Question No, 161. 

What is the scope for the imposition of a surcharge on 
irrigation rates based on 

(i) Crop values; 

(ii) Sizes of holding , etc. for the purpose of financ¬ 
ing projects of a local character? 


(iii) Are you in favour of periodical revision of water 
rates? If so, uhth reference to one or more specified 
States, what period would you cosider appropriate in 
conformity with economic considerations and in the light 
of administrative convenience ? 

(iv) Do you advocate concessional or incentive rates, 
particularly in the initial stages of development # with a 
view to encouraging the production of specific crops or 
the adopted of desired farming techniques 4 ? 

(i) The water rates are levied on the basis of the sum 
at charge. They are primarily meant to cover the interest 
charges, depreciation, working expenses, etc. and they 
do not contain the element of increased yield. As water 
rates are meant to cover interest charges, depreciation 
and working expenses, they will naturally be higher on 


In Bombay State, for the present Government is not 
ble to recover by water rates all the working expenses' 
xterest on sum at charge, and depreciation charges on 
le existing major irrigation works for which capital 
ccounts are kept. Government proposes to increase the 
avenue from these works by the levy of an irrigation 
ess and the water rates too are being recently so ad- 
£ted that the major works in future will not involve 
le Government in any recurrent loss. 

In view of the increased charges indicated above, 
,ere is no further scope for financing projects of a local 
haracter in this State through an additional surcharge, 
iven if such a surcharge is considered, it should be 
ased on crop values rather than on the size of holdings 
i a ryotwari State like Bombay. 
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STATEMENT I. 

Statement showing the financial results of Major Irrigation works for the years 1946-47 to 1950-51 


Name of Work 



Grand Total 
Direct and 
Indirect 
charges 

Total 
sum at 
charge 

Area 

Irrigated 

Water 

RUtcs 

Portion of 
land revenue 
due to 
irrigation 

Total 

Receipts 

Working 

Expenses 

Interest 

Charges 

Net Gain 

or Loss 


X 



2 

3 

4 

5 

6 

7 

8 

9 

10 

Math a Canal 
1946.47 

including Matbba Tank— 

70,19,168 

96,18,343 

24,174 

5,21,824 

66 

5,21,890 

1 , 95,873 

2,30,224 

95,763 

I 947 - 4 8 




70,19,168 

94,16,883 

22,287 

6 , 23*372 

66 

6,23,438 

L 9 L 754 

2,30*224 

2,01,460 

1948-49 



- 

70,19,168 

93,04,789 

t 9>545 

5 , 87,673 

66 

5 - 87 , 74 i 

2 , 45,423 

2,30,224 

1,12,094 

1949-50 




70,19,168 

92*65,318 

2,325 

J* 72 , 34 i 

66 

1,72,407 

2*74,631 

2,30,224 

39,471 

. I 95 °- 5 I 



• 

70,rg,r68 

90,87,280 

19,257 

6,09,683 

66 

6*09,749 

2,01,427 

2,30,224 

1,78,098 

Nira Left Bank 
1946-47 

Canal and Shetphal Tank— 

1,47,88,227 

i» 57 , 40 , 63 i 

76,799 

9,45,980 


9 , 45 , 98 o 

3 * 44,684 

5,93,468 

+ 7*828 

* 1947-48 




1,47,89,900 

1 , 57 > 9°*549 

75,194 

9,46,666 


9,46,666 

4 *oi ,245 

5 , 93*666 

—48,245 

1948-49 




L 47 . 93 > 56 o 

1 * 57 * 98,799 

73,256 

10,25,688 


10,25,688 

4 * 30,906 

5 , 93*759 

+ 1,023 

1949 - 5 ° 




1,48, *7,728 

I* 58 , 59 , 3 i 6 

81,073 

9,92,860 


9,92,860 

4 , 44*734 

5,94,242 


1950-51 




1,49,06,936 

1 , 58 , 33,623 

80,839 

10,27,225 


10,27,225 

3,16,114 

5,96,210 

—1,14,901 

Godavari Canals — 

1946-47 • . ■ 



1,06,86,383 

1,50,29,251 

67,888 

12,87,402 


12,87,402 

2 , 99,292 

3 , 47*296 

+ 6,40,814 

1947-48 




1,08,64,957 

1 , 46 , 39,352 

55*351 

12,40,361 


12,40,361 

3,21,384 

’ 3 , 50,504 

+ 5,68,472 

1948-49 




i f 34 » 93 » 8 t 5 

1,69,64,801 

42,851 

n, 2 i ,497 


11 * 21,497 

4,18,869 

3 , 99,219 

+ 3 * 03,409 

1949 - 5 ° 




1,82,88,946 

2 »t 5 , 64 , 33 i 

56,329 

10.07,273 


10,07,273 

2,80,131 

5,28,178 

+ 2,95,686 , 

i 950 - 5 t 




2 * 30 * 57 *! 82 

2,62,68,351 

55*073 

10,83,762 


10,83,762 

4 , 30,991 

6,88,561 

— 35*790 

Nira Right Bank Canal— 

1946-47 



4 .I 2 » 2 L 453 

0 , 51 , 57,728 

85,350 

11,16,768 


11,16,768 

4*86,635 

18,03,206 

— 11 , 73,073 

1947-48 




4,14,07,051 

8,64,62,426 

7**358 

12 , 05,575 


12 * 05*575 

5 ,i 6*553 

18,06,422 

—11,17,400 

J 948-49 




4 .i 8 ,t 7,553 

8,82,28,681 

88,761 

11,15,989 


11-15*989 

6 , 54,978 

18,16,767 

— 13 , 55,753 

1949 - 5 ° 




4 , 20 , 92,449 

8,96,88,401 

92.194 

11,66,720 


11,66,720 

6,05,287 

18,28,660 

—12,29,315 

I 95°*5 1 




4,22,99,811 

9*10*50,085 

82,129 

15 , 13*492 


15 , 13*492 

8,30,784 

18,37,030 

—11,54,322 

Pravara River 
1946-47 

Works— 



1,51,02,368 

2,46,07,409 

88,434 

14,05,061 

76 

14 , 05*137 

4 * 15,899 

5 * 95*258 

3 , 93+80 

1947-48 




1,51,02,368 

2 * 43 * 50,775 

79,736 

14 . 32,588 

76 

14,32,664 

5 . 80,772 

5 , 95,258 

2*56,634 

1948-49 




1,51,02,413 

2,40,64,842 

69,059 

14,85,658 

76 

14 * 85,734 

60,44,498 

5 * 95,238 

2,85,978 

1949-50 




I. 5 L 32.350 

2 , 38 , 13,702 

84,523 

13,49,611 

76 

13 , 49,687 

4,89,197 

5 , 95,779 

2,81,077 

1950*51 




1 , 52 , 60,472 

' 2 . 35 , 94,313 

83,672 

13 * 90,215 

76 

13,90,291 

4 , 44.257 

5 * 98,523 

3 , 47,511 


Statement showing the financial results of Irrigation Works for which Capital Accounts are kept for the years 1 946-47 to 1950-51 


Irrigation works for the State of which Capital 


Accounts are kept— 
1946-47 



. 10,79,81,933 19,57*59*112 

4,66,646 

62,00,215 

24,338 

62,24,553 

25,05,626 

41,75,228 

—4,56,301 

1947-48 



* 10*83,74,419 19^67, 35*507 

4*36,232 

65,33,843 

20,751 

6.5,54*594 

28,33,307 

41.84,351 

—4,63,064 

1948-49 



• 11,25*99,508 20,19,32,812 

4,08,789 

65,66,995 

17,325 

65,84,730 

32,18,022 

42,63,904 

-■8,97,ig6 

1949-50 



. 12,66,26,761 21,80,08,027 

4*5L949 

55,12,904 

18,920 

55,31*824 

31,82,600 

45*72,475 

—12,85,155 

1950-51 



. 15,17*87*289 24,57*53*994 

4*70,114 

69*03,031 

18,920 

69,21,951 

40 * 65,435 

52,54,774 

—23,98,258 


STATEMENT II 

Schedule of water rates on Major Irrigation Works as operative in 1953 compared to the rates proposed with 

effect from February , 1954 


Si. No. Name of work 


Sugarcane plan- Perennials other 
tat ions and than sugarcane 
Pan gardens plantations and 
per year Pan gardens 

per year 


Two seasonal Kharif crops 
crops from Monsoon season 
15th June to from 15th June 
14th February to 14th (October 
following 


Rabi crops 

Cold weather Hot weather 
season. From crops. Hot 
15th October to weather season 
14 th February From 15 th 

following February to 

14th June 


Prc-seasonal water- Post seasonal 
ing in the Hot waterings 
weather season 


Existing Proposed Existing Proposed Existing Proposed Existing Proposed Existing Proposed Existing Proposed Existing Proposed Existing Proposed 


Rs.a, p. Rs. a, p. Rs. a. p, Rs.a.p. Rs. a, p, Rs, a, p. Rs. a. p, Rs. a. p, Rs. a, p. Rs. a. p. Rs. a. p. Rs, a, p, Rs. a. p. Rs. a. p. Rs. a. p. Rs. a . p, 


1 Nira Left Bank * 
Canal and Shet- 
phal Tank. 


S 


Nira Right Bank 
Canal. 

Godavari Canals 


> 


120 O O ISO o o 60 0 0 80 O O 


IS 5 o 14 0 o 


4 Pravara Canals 
and Musalwadi 
Tank. 


5 5 0 


600 


800 


800 ta 00 15 00 780 780 300 300 


5 Gima Canal 


The proposed rates will be effective from 1 st February 1954, 















MEMORANDUM IV 

Notes on Individual Taxes and Answers to the Questionnaire 


I. TAXES ON ENTERTAINMENTS AND AMUSEMENTS 

Entertainments are broadly of two types: Those the 
purpose of which is to provide innocent recreation and 
those which apart from recreation or sport are ac¬ 
companied by stakes of money like visits to the. race¬ 
course, The purpose of taxing entertainments is not 
merely to derive revenue from private expenditure on 
amusements but also social control in the interest of 
preserving a minimum of public morale. Taxes on enter¬ 
tainments in the Bombay State are levied under (A) the 
Bombay Entertainments Duty Act, 1923, (B) the Bombay 
Betting Tax Act, 1925, and (C) the Bombay Lotteries 
and Prize Competitions Control and Tax Act, 1948. 
Under (A), a tax is levied on admission to all places of 
entertainment, except those that are exempted under (B) 
a tax is imposed on stake money at race-courses; while 
under (C) a tax is levied on all entry fees received by 
proprietors of prize competitions and lotteries. 

The Bombay Entertainments Duty Act, 1923. 

2. Kates of Duty under the Act is levied.on all 

payments for admission to any entertainment which in¬ 
cludes any exhibition, performance, amusement, game 
or sport to which persons are admitted on payment. 
Largely the amusements consist of cinemas, dramatic 
performances, cricket matches, foot-ball matches, wrestl¬ 
ing performances, variety entertainments, dancing per¬ 
formances and horse-races. Though the Bombay Enter¬ 
tainments Duty Act extends to the whole State the 
taxing sections are applied from time to time to all 
important developed and growing urban areas in each 
of which an annual revenue of more than Bs, 500 by 
way of the tax is expected. The rates of duty are pres¬ 
cribed under section 3 of the Bombay Entertainments 
Duty Act, 1923, amendments to which are made, from 
time to time, under Part VII of the Bombay Finance Act 
of 1932. 

Racecourse Admissions.—Admissions to the race¬ 
course are taxed at a fixed percentage of the value of 
admission ticket exclusive of duty. In 1923 the rate 
of duty was 50 per cent, of the payments exclusive of 
duty. This was brought down to 25 per cent, in 1925. In 
1948 the rate of duty has again been increased to 374 per 
cent. From the tax on admissions to the race-course the 
Government of Bombay has been deriving an annual re¬ 
venue of about Rs. 8 to 10 lakhs during the post-war 
period. 

3. Cinemas and other entertainments .—The major por¬ 
tion of the receipts under the Act, however, is derived 
from admissions to cinemas and other amusements. The 
rates of duty on admissions to places of entertainment 
other than the race-course are levied at a progressive 
scale according to slabs. During the period 1937-38 to 
1953-54 the rates have been changed twice, once during 
the war period and again in the post-war period. The 
pre-war rates of duty were doubled* in 1943-44 in order 
to counter the growing inflationary tendencies, to re¬ 
duce private expenditure on non-essentials, and also 
to obtain funds for post-war reconstruction expenditure. 
A further upward revision of about 25 per cent., ex¬ 
cepting in the lowest slab, was made in 1948-49 for 
similar reasons. With effect from 1st April 1951 Gov¬ 
ernment abolished exemption of duty on complimentary 
tickets issued by proprietors and the same rates of duty 
as were leviable on other admissions were applied to 
complimentary tickets. Table 1 indicates the rates of 
duty on admissions to places of entertainments other 
than race-courses as prevalent in the pre-war period 
up to 31st December 1943, the rates as revised on 1st 
January 1944 and were effective up to 31st March 1948 
and the rates which are effective now. 

Table I. —Table showing the rates of entertainment duty 
levied from time to time 


istFeb. ist Jan. ist Apri] 
1923 to 1944 to 1948 
31st 31st onwards 
Dec. 1943 Mar. 1948 


____ l _ 234 

Rs. As. Rs. As, Rs. As. 

Where the payment, excluding the 
amount of duty— 

Does not exceed four annas . Nil 01 01 

Exceeds ^our annas but does not 01 02 o 2| 

exced eight annas. 


Table I,— contd. 



2 


3 

4 



Rs. 

Rs. 

Rs. 

Exceeds eight annas but does not 
exceed one rupee. 

0 

2 

0 4 

0 

5 

Exceeds one rupee but does not 
exceed two rupees. 

0 

4 

0 8 

0 

10 

Exceeds two rupees but does not 
exceed three rupees. 

0 

6 

1 0 

1 

4 

Exceeds three rupees but does not 
exceed four rupees. 

0 

8 

1 0 

1 

4 

Exceeds four rupees but does not 
exceed five rupees. 

0 

12 

1 8 

2 

0 

Exceeds five rupees but does not 
exceed seven rupees. 

1 

0 

2 O 

2 

8 

Exceeds seven rupees and eight 
annas but does not exceed ten 
rupees. 

1 

8 

2 O 

2 

8 

For every part of five rupees in 
excess of the first ten rupees in 
addition to the payment of the 
first ten rupees. 

1 

0 

2 O 

2 

8 


Receipts .—Table 2 indicates the receipts from the en¬ 
tertainment tax on places of entertainments other than 
race-course during the years 1939-40 and for each of the 
years 1945-46 to 1953-54 (Budget): 

Table 2 [Rupees in lakhs] 


Entertainment 
duty, excluding 

Year the receipts 

from the race¬ 
course 


I 939 " 4 ° • » * * 

• 

* 


9 

I 945 - 4 § * • * * 

* 

♦ 



1946-47 .... 


• 


72 

1947-48 .... 




88 

1948-49 .... 




128 

1949-50 * 




152 

1950-51 .... 




162 

1951-52 .... 




174 

1 952-53 (RevisedEstimates) 




*6 1 

1953-54 (Budget) 




148 


The falling trend of receipts in 1953-54 may be attribut¬ 
ed to the decline in the purchasing power in the hands 
of the common man for visits to cinemas. Over 95 per 
cent, of the receipts in Table 2 are derived, from cinemas. 

4. Exemptions and Concessions from duty. —Exemp¬ 
tions from the duty are given under the following cir¬ 
cumstances as stated in section 6 of the Act, reproduced 
below: — 

/ 

“ 6 . (1) Entertainments duty shall not be levied on 
payments for the admission to any entertain¬ 
ment where in the case of the Greater Bombay 
the Commissioner of Police, or elsewhere, the 
District Magistrate, is satisfied that— 

(a) the whole of the takings thereof are devot¬ 
ed to philanthropic or charitable purposes 
without any charge on the takings for any 
expenses of the entertainment; or 

(b) the entertainment is of a wholly education¬ 
al character; or 

(c) the entertainment is provided partly for 
educational or partly for scientific purposes 
by a society, institution or committee notr 
conducted or established for profit, 

( 2 ) Where the Commissioner of Police or the Dis- 
Magistrate. as the case may be, is satisfied that 
the whole of the net proceeds of an entertain¬ 
ment are devoted to philanthropic or charitable 


In addition whereas up to 3rst December, 1943 there was no duty on 
admissions where th^ payment excludi*!^ the duty did not exceed 4 annas 
with effect from ist January 194.4 a duty of one anna was imposed. 
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purposes, and that the whole of the expenses 
of the entertainment do not exceed twenty per 
cent, of the receipts, the amount of the en¬ 
tertainments duty paid in respect of the enter¬ 
tainment shall be refunded to the proprietor. 

(3) The State Government may, by general or spe¬ 
cial order, exempt any entertainment or class of 
entertainments from liability to entertainments 
duty/' 

The Commissioner of Police and the District Collectors 
have been empowered to refund to a proprietor the 
amount of the entertainment duty paid in case of an 
entertainment the whole or the net proceeds of which 
are devoted to philanthropic or charitable purposes; pro¬ 
vided that the whole of the expenses of the entertain- 
do not exceed 20 per cent, of the receipts. 


5 . The question whether performances held by clubs 
or similar institutions for their members which are not 
open to non-members are liable to entertainment tax 
was considered specifically recently and it has been held 
that these are liable to the tax. Entertainments of the 
nature of dancing, concerts, etc., held under the manage¬ 
ment of a dub can be exempted under section 6(3) of 
the Act, provided the following conditions are fulfilled: 

(1) admissions to the entertainment are confined to 
members and their guests only, 

(2) price of admission is intended to cover only the 
cost of the entertainment and is not a source of 
profit to the club, and 

(3) no payment is made to any person taking parf 
in the entertainment. 

6 . Soldiers, sailors and other members of the Defence 
Forces in uniform are granted full exemption from en¬ 
tertainment duty when the price of ticket for admission, 
exclusive of duty, does not exceed eight annas. When 
the price of the ticket exceeds eight annas but does not 
exceed He. 1 a relief of two annas in the tax is given. 
These concessions to members of the Defence Forces are 
given in consultation with the Government of India in 
the interest of keeping up the morale of the Defence 
personnel. All entertainments wnere the payment for 
admission is one anna or less are exempt trorn tne duty 
under the rules. All sporting entertainments, the ad¬ 
mission to which is on payment or a sum not exceeding 
4 annas, are also exempted from the duty. * With the 
advent of the cinemas, progress in dramatic art has 
obviously been stayed. Government received* represen¬ 
tations from various quarters suggesting that dramatic 
performances should be exempt from payment of en¬ 
tertainment duty with a view to reviving and encourag¬ 
ing dramatic art. Complete exemption or substantial 
reduction of the duty generally would mean encourag¬ 
ing all dramatic performances irrespective of their 
quality or the purpose that they sub-serve. Government 
have, therefore, decided not to exempt dramatic perfor¬ 
mances fronvthe duty but to expend an amount approxi¬ 
mately equal to the amount of the duty realised from 
dramatic performances on schemes to encourage dra¬ 
matic talents. Schemes for this purpose are at present 
under consideration. 

7. Administration .—Of a total amount of over Hs. 1 1 5 
crores, about Rs. 65 lakhs are collected from the Great¬ 
er Bombay, Rs, 15 lakhs from Ahmedabad, Rs. 12 lakhs 
from Poona and Rs, 10 lakhs from Baroda. Govern¬ 
ment has appointed special supervisory staff in these 
important centres for preventing evasion and checking 
of -accounts. In Bombay City Government has appointed 
1 -Supervisor, 1 Assistant Supervisor and 5 Inspectors. 
In each of the cities of Poona, Ahmedabad and Baroda 
there are 3 full-time Inspectors. The Inspectors pay re¬ 
gular visits to places of entertainments. Special full¬ 
time supervisory staff consisting of a clerk and an Ins¬ 
pector has also been appointed in Kolhapur, Sholapur 
and Belgaum. The rest of the areas are divided into 
district headquarter towns, taluka headquarter towns 
and places outside district and taluka headquarter towns. 
In the district headquarter towns, under the general 
supervision of the Deput 3 ^ Collector a clerk in the office 
does the work of collection of duty and checking of ac¬ 
counts. In the taluka headuqarter towns, under the 
supervision of the Mamlatdar a clerk does similar work 
while at places outside district or taluka headquarter, 
towns officers of the local authorities are delegated simi¬ 
lar functions. The clerks and persons appointed by local 
authorities do the work of supervision, collection and 
'checking of returns in addition to their normal work. 
The total cost of special full-time supervisory staff 
amounts to about Rs. 1:2 lakhs while the total cost, 
including the special pay granted to clerical establish¬ 
ment who do the work in addition to their normal duties, 
comes to Rs. 1*5 lakhs which is about 1 per cent, of the 
annual revenue. The Revenue Department is reponsi- 
ble for the administration of the Act while changes in 
the rates of duty are made by consultation with the 
Finance Department. 


8 . Evasion .—Proprietors of entertainments pay the 
entertainment duty according to the provisions of section 
4 of the Act and the rules made thereunder. 
The duty may be paid either by affixing stamps pur¬ 
chased from the Superintendent of Stamps or by filing 
returns to Government as required by them. Proprie¬ 
tors who are allowed to make the payment otherwise 
than by stamps have to file their returns in form B 
showing the number of tickets issued, the serial number 
of tickets issued, the gross amount received from the 
sale of tickets and the amount of duty collected within 
10 days from the date of entertainment. These returns 
have to be verified and certified by a chartered Account¬ 
ant. On a number of occasions Government has examin¬ 
ed in detail the problem of evasion of the duty and have 
found that the extent of evasion is meagre. A major 
portion of the duty is paid without the fixation of stamps. 
When the duty is paid by means of stamps evasion is _ 
possible either by (1) selling tickets without affixing 
stamps, or (2) by using the same stamp over again. 

The former can be detected by constant supervision 
at the place of entertainment and by checking the tickets 
in the hands of the audience. In order to prevent the 
use of the same stamp twice, Government have asked 
the proprietors to use one-half of the stamp bearing 
the word “Bombay" on the counterfoils which are to be 
kept by the proprietors while the other half given to 
the visitors bears the portion of the stamp showing its 
value. As the same half of the stamp with the word 
“Bombay" is to be kept on the counterfoils with the 
proprietors, it would not be possible to use one-half of 
the stamp of one ticket and the other ha if on any other 
ticket. The prospects of evasion of duty when it is paid 
otherwise than by affixing stamps are greater. A com¬ 
mon method applied is the printing of duplicate tickets. 

A proprietor may have two complete sets of books print¬ 
ed, one of which alone is shown to Government. In the 
alternative, he may have one set of books printed with 
tickets from 1 to 1,000 or more, each book containing 
100 tickets. One or more of these books may, however, 
have additional tickets which are printed twice, once 
in one book and for the second time in another book. 
The issue of duplicate tickets can be detected by cons¬ 
tant supervision and checking of the tickets with the 
door-keepers and comparing the same with the numbers 
kept in the Booking Office. A further possible but not 
^ery practicable check and verification is by actual 
counting of the number of persons seated inside the 
auditorium. In the matter of prevention of evasion of 
the entertainment duty the interest of the distributors are 
similar to the interest of Government because the pro¬ 
prietor or exhibitor who under-estimates returns with 
Government is also likely to show lower collections to 
the distributors of the films. When cases of evasion are 
detected, they also come to the knowledge of the distri¬ 
butors and the prestige of the proprietors would be lower¬ 
ed. A discredited proprietor runs the risk of not getting 
good pictures from important distributors and this in 
itself reduces the temptation to evade payment of duty. 

9. As a measure of abolishing all evasion or reducing 
it to the barest minimum, it has often been advo¬ 
cated that Government itself should print ticket books 
and sell them to the proprietors. For numerous reasons, 
this proposal is not practicable. At important centres 
the total number of tickets sold daily runs into thou¬ 
sands including advance booking. To print a sufficient 
number of tickets and to distribute them in time to 
proprietors by the Government presses would necessi¬ 
tate a special department with a big staff. The proprietor 
of each cinema would ordinarily wish to have the name 
of his cinema as well, the time/of show, particulars of 
reservation, etc., printed on his ticket. This would in¬ 
crease the cost of printing, as a variety of printed forms 
would be necessary. The prices of admission are also not 
the same at all places. These vary from locality to 
locality and also sometimes from time to time. This will 
further increase the cost of printing. For advance book¬ 
ing, the day and the time of the performance would 
also have *to be indicated. While Government printing 
of millions of tickets may not thus be commensurate 
with the object of preventing the little evasion that 
takes place, it has been suggested as an alternative that 
the tickets sold by properietors should be submitted in 
advance to the supervisory authorities who would emboss 
them and collect the duty in advance. The practice is 
being followed in Baroda. Embossing does not mean 
much extra cost of administration and is an effec¬ 
tive safeguard against the sale of duplicate tickets. Such 
embossing, however, requires to be supervised by res¬ 
ponsible officers so as to prevent collusion between pro¬ 
prietors and low paid staff of Government. The prac¬ 
tice of embossing tickets is at present under considera¬ 
tion of this Government. Please also see answer to 
question 175. 

10 . Entertainment Tax and the Film Enquiry Com¬ 
mittee's Report .—From the collection returns at import¬ 
ant places of entertainment it appears that the incidence 
of the duty in Bombay State amounts to a little over 
24 per cent, of the gross collection. The Film Enquiry 
Committee appointed by the Government of India in 
their report (1951) have recommended that the enter¬ 
tainments tax should be levied at a uniform flat rate of 
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20 per cent, of the gross collections. The Government 
of Bombay does not accept this recommendation of the 
Committee because its implementation would reduce the 
revenue from the duty. Besides, the Committee’s recom¬ 
mendation may make the existing progressive tax re¬ 
gressive in character because left to themselves there is 
no guarantee that the proprietors would not increase 
the price of lower priced tickets—the demand for 
which is more inelastic than other classes of tickets and 
make the poorer sections of the community bear the 
larger portion of the burden of tax than what they do 
today. The rates of the tax in Bombay State as has been 
accepted by the Committee themselves are medium, i.e., 
neither too high nor too low. The population of cities and 
towns in Bombay State each inhabited by more than one 
lakh persons has increased from 32 lakhs in 1941 to 51 
lakhs in 1951. There has not, however, been any corres¬ 
ponding increase in the number of theatres or their seat¬ 
ing capacity. During the war and since there has been a 
substantialy increase in the cinema going habits of the 
people. A a result a major portion of the demand for 
cinema tickets has become more or less inelastic and 
wherever attendance is less it is not so on account of 
the high price of admissions as the poor quality of 
pictures. If the high priced seats remain vacant the 
remedy with the proprietors or exhibitors consists in 
lowering the number of available accommodation for 
such tickets as well as a reduction in the prices. 

On an annual investment of Rs. 9 crores the film in¬ 
dustry makes a gross collection of over Rs. 26 crores, 
yet one in every three pictures fails financially not be¬ 
cause of the tax but because of the defects in the inter¬ 
nal organisation of the industry like : 

(1) Monopolistic bargains of theatre owners in the 
important cities where the number of theatres has not 
increased pari pasu with the increase in population. 
Instances of rack-renting by owners of good theatres in 
cities like Bombay are not uncommon. 

(2) High salaries of a few stars who are repeated in a 
majority of the pictures. On a single film a popular film 
star is reported to get open payment higher than the 
annual salary of the Governor of a State or any manag¬ 
ing agent of an average business concern. A popular 
star will ordinarily complete two contracts a year. Such 
payments are a heavy drain on the cost of production. 
Some stars also insist on being paid outside the contract. 

(3) Quite often the producers themselves do not have 
an adequate technical knowledge of film making. They 
happen to become producers because they are financiers 
and working partners who charge blaekmarket rates of 
interest on capital advanced by them. 

(4) More often than not the quality of pictures is poor 
because of defects in production, technique, acting, 
photography, direction and disregard of exhibition of 
a decent life, Until these above defects are remedied, 
relief in taxation will neither increase the attendance 
nor the revenues of State Governments, 

ANSWERS TO QUESTIONNAIRE 

Entertainment Tax 

Question No. 17 2. 

This tax is usually levied on tickets of admission to 
entertainments or amusements, of i vhich lhe cinema is 
by far the most important. In this regard , the Cinema¬ 
tograph Industry Enquiry Committee considered the in¬ 
cidence of the tax on the industry too heavy . Do you 
agree with this view and, in particular , do you consider 
that the rates have reached the point of diminishing re¬ 
turns '? 

The Committee also suggested uniformity in the rates 
of duty which differ widely from State to State. Do you 
agree with this view ? If so, hoio should it be achieved? 

How far would you apply graduation in the rates of 
entertainments tax ? 

What modification in the system of levy ivould you 
suggestl 

For reasons stated in paragraph 10 the Government 
of Bombay does not consider that the incidence of the 
tax on the industry is too heavy. The rates of the tax 
in this State as compared with the rates of other States 
are medium—neither too high nor too low. It is true 
that with the decline in the purchasing power in the 
hands of the common man the rates have at present 
reached a limit where if they were revised upwards, 
there is little scope of increasing the revenue. The Gov¬ 
ernment of Bombay does not agree with the proposals 
for uniformity of the tax levied by various State Gov¬ 
ernments. Uniformity of tax in various States with 
widely different cinema going habits, wage levels and 
strength of purchasing power among the various classes 
of the population is unnecessary. Uniformity of rates 
under such conditions would only mean uniformity at a 
common low level. 


The graduation in the rates of duty should not be 
very steep because the majority of the visitors consists 
of industrial workers and middle-classes. A steep gra¬ 
duation would only bring diminishing returns. 

The system of the levy of the Government of Bombay 
has been explained in paragraph 2. Apart from the con¬ 
sideration of the suggestion to have the tickets embos¬ 
sed in advance by Governmental authorities, this Gov¬ 
ernment does not consider that any modification is neces¬ 
sary in the present system of the levy. 

Supplementary Question No. 172* 

Of the total receipts from entertainments tax, how 
much is realised from cinemas and how much from 
other forms of entertainment ? Can you also give a break¬ 
up of the revenue on the basis of different classes of 
tickets ? 

Of a total estimated revenue of Rs. 177 lakhs in 1952- 
53 from the entertainment tax, Rs. 160 lakhs or over 94 
per cent, of the total revenue is derived from cinemas, 
Rs. 10 lakhs from admissions to the race-course, Rs. 3 
lakhs from admissions to dramatic performances and 
Rs. 4 lakhs from other entertainments like sporting 
events, cricket matches, wrestling performances etc. The 
following table gives class-wise receipts of entertain¬ 
ment duty for the quarter ending June 1953 whcih is 
based on the information received by the District Collec¬ 
tors from proprietors of places of entertainment {vide 
details in Statement II):— 

Table 3 . — Class-wise returns of entertainment duty for 
the Quarter ending June 1953 . 

[Rupees in thousands] 


— 

Seats 
at or 
below 

5 As - 

Seats 
above 5 
As. but 
not ex¬ 
ceeding 
10J As. 

Seats 
above 
io| As, 
but not 
exceeding 
Rs. 1 -;'j—O 

Seats 

above 

Total 

Rs. 1-5-0 

I 

2 

3 

4 

5 

6 

Greater Bombay. 

143 

484 

682 

276 

i>5 8 5 

Ahmedabad District 

43 

110 

144 

14 

311 

Than a District . 

33 

65 

23 

2 

123 

Poona District . 

6 3 

121 

67 

17 

268 

Baroda District . 

27 

7 i 

18 

2 

Jl8 

Bombay State 

770 

1,220 

ite 45 

3*4 

3>349 


Of a total estimated revenue of Rs. 33 lakhs, 36 per 
cent, is received from seats each prices between 5 annas 
and 10£ annas, 30 per cent, from seats each priced bet¬ 
ween 10J annas and Rs. 1-5-0, 23 per cent, from seats 
priced at or below 5 annas and the balance from seats 
priced above Rs. 1-5-0. 

Question No. 173. 

What principles ivould you adopt in regard to exemp¬ 
tions ? Should the criterion be: 

(i) character of the entertainment (e.g., educatio¬ 
nal /Mm); 

(ii) nature of object to which net receipts are appli¬ 
ed (e.g., charity show); 

(iii) class of persons admitted to entertainment (e.g., 
lowest class of ticket ); 

(iv) any other factor ? 

Exemptions to taxation under the Bombay Entertain¬ 
ment Duty Act of 1923 have been described in Sections 
4 to 6 of the general note. Of the three criteria men¬ 
tioned the essential consideration in granting exemption 
should be whether or not an entertainment at a given 
time is being conducted for a profit motive. In cases 
where there is no profit motive and the proceeds are 
meant for a socially desirable purpose the case for 
exemption is strong. This should be the most important 
criterion in considering exemption. It is possible that 
the character of an entertainment may be socially desir¬ 
able, but the same may not necessarily give an adequate 
return to the producers of the film merely because tax 
relief or exemption is granted. The profits may go to 
the exhibitors or distributors and these may become 
windfalls. Apart from the concessions granted by the 
Government to sporting events or to performances where 
the price of admission is very low no further concessions 






are necessary. Among the classes of persons admitted 
for entertainment no exemptions are necessary, except in 
the case of Defence Personnel in uniform. 

Question No. 174. 

How important is evasion of the entertainments tax 
and what methods of evasion are practised? Should 
there be a restriction on the number or vroportion of 
complimentary tickets issued? Should collection be more 
generally in stamps ? 

The extent of evasion of the duty in Bombay State, as 
has been indicated in paragraphs 7 to 9, is meagre. Since 
a tax is levied by the Bombay Government on compli¬ 
mentary tickets, the problem of imposing a restriction 
on the number of such tickets issued becomes unim- 
portant. It is not possible to collect the duty through 
the use of stamps in the big cities. At present the use 
of stamps is enforced on miscellaneous entertainments 
and in some mofussil places. On a total collection of 
duty of about Rs. 2 lakhs in such a manner, Govern¬ 
ment incurs an expenditure of Rs. 2,000 on the printing 
of stamps. In Bombay City alone one lakh stamps of 
various denominations would be necessary every day. 
For the State as a whole, three lakhs of stamps would 
be necessary. This would increase the cost of collection 
by 1 per cent, without reducing the cost of supervision. 


Even after the issue of stamps, there is no guarantee 
that proprietors would not sell tickets without affixing 
stamps. In addition the work of affixing the stamps by 
proprietors would itself require some extra labour and 
expense. The additional expenditure in the cost of col¬ 
lection would not be commensurate with the extent of 
evasion in a State like Bombay. The wider use of 
stamps is, therefore, not advisable. 

Question No. 175. 

Would you suggest the extension of the scope of ap¬ 
plication of the tax to any other organized and conve¬ 
niently taxable forms of entertainment not taxed at 
present? Would you recommend the exclusion from the 
scope of tke tax of any kind of entertainment which is 
taxed at present? 

Under the Bombay Entertainments Duty Act, 1923, 
‘'entertainment” has been defined so as to include all 
forms of entertainments, such as, exhibition, perfor¬ 
mance, amusement, game or sport to which persons are 
admitted for payment. The duty is not, therefore, con¬ 
fined to cinemas alone, Suitable exemptions are grant¬ 
ed as described above. Government has granted exemp¬ 
tions, in suitable cases to mobile film shows carried to 
the villages for educational purposes. 


STATEMENT I 

Class-wise Receipts of Entertainment Duty for the Quarter ending June 1953 

(Rupees in thousands) 


SI. 

No. 




Name of District 





At or below 
As. 5. 

Over 5 As. 
but up to 
Re. 0-10-6 

Over 10 As. 
but up to 
Rs. 1-5-0 

Above 
Rs. 1-5-0 

Total 
Duty paid 

1 

Sabarkantha 










3 

2 



5 

2 

Bombay 










i*43 

4,84 

6,82 

2,76 

!5>85 

3 

Broach 










9 

13 

3 


25 

4 

Bombay Suburban 

District 








27 

58 

39 

2 

1,26 

5 

Bijapur 










27 

14 

1 

*. 

42 

6 

Kaira . 










*5 

24 

11 


50 

7 

Satara South 










26 

13 

1 


40 

8 

Kolaba 










5 

5 

1 


11 

9 

Baroda 










27 

71 

18 

0 

1,18 

10 

Ahmednagar 










22 

19 

2 

1 

44 

11 

East Khandesh 










41 

9 

4 


54 

12 

Dharwar 










52 

43 

9 


1,04 

*3 

Ahmedabad 










43 

1,10 

M4 

*4 


14 

Nasik . 










40 

34 

4 


78 

15 

Kanara 










11 

11 

1 


23 

16 

Poona . 










6 3 

1,21 

67 

17 

2,68 

17 

Surat* 










** 

— 

•. 



18 

Ratnagiri 










9 

8 



19 

i9 

Belgaum 










26 

33 

13 


72 

20 

North Satara 










r 9 

11 

1 


3i 

21 

Sholapur 










54 

22 

2 


78 

22 

Kolhapur 










23 

i7 

9 


49 

23 

Thana . 










33 

65 

23 

2 

1,23 

24 

West Khandesh 










23 

5 



28 

25 

Mehsana 










15 

14 

2 


3i 

26 

Amreli 










3 

2 

1 

.. 

6 

27 

Banaskantha 










5 

6 

3 


14 

28 

Panchmahals 










6 

6 

2 


14 












1 , 70 

12,20 

IO >45 

3,14 

33,49 


* figures not available. 
















II. BETTING TAX 

(The Bombay Betting Tax Act, 1925) 

Apart from the duty on admissions to race-course 
levied under the Bombay Entertainment Duty Act, 1923, 
two additional taxes are levied on racing, A tax on 
betting is levied under the Bombay Betting Tax Act, 
1925. This tax is levied at prescribed rates on bets 
placed by punters on totalisators or with the book¬ 
makers. In addition, a tax in the shape of a licence 
fee is levied on the Royal Western India Turf Club 
under the Bombay Race Courses Licensing Act, 1925, 

2. In 1925 when the tax on betting was first levied, 
it was imposed only on the stakes placed with the official 
totalisators and there was no tax on the bookmakers. 
Although the Act empowered Government to levy a 
maximum rate of 4 per cent, on investments as the 
totalisators, the rate actually fixed in 1925 was 2£ per 
cent. In 1931 the betting tax was applied to stake- 
money placed with the bookmakers. The nature of 
of the betting tax on book-makers in Bombay State is 
somewhat different from the tax levied in West Bengal 
(up to December 1953) and Madras, In Bombay State 
all stake-money invested with book-makers including 
winnings as well as losses are taxed at a prescribed rate. 
In Madras the tax is levied only on winnings. In Decem¬ 
ber 1943 the rates of the betting tax were amended and 
the maximum tax leviable under the Act was raised 
to 10 per cent, of the investments both in the case of 
money backed with the totalisators as well as with the 
bookmakers. The actual effective rate was 8 per cent. 
The reason for increasing the rate in 1943 was to tap 
surplus purchasing power which had increased as a re¬ 
sult of war-tipie inflation. During the post-war period 
the rates of the tax have again been revised upwards 
with effect from 1st April 1948 to 12£ per cent. The in¬ 
crease in the tax in 1948-49 acts not merely as an anti- 
inflationary measure but also as a measure of social 
control on growing racing habits. 

3. Up to the year 1937-38, a nominal licence fee of 
Rupee one only was being levied from the Royal West¬ 
ern Indian Turf Club for the conduct of racing in Bom¬ 
bay and Poona. In 1938-39, the license fee was raised 
to Rs, 3 lakhs. In 1946-47 it was increased to Rs. 15 
lakhs per annum. During 1950-51 the Turf Club request¬ 
ed Government to reduce the fee. Under the present 
licence conditions the fee has to be fixed between Rs, 10 
and 15 lakhs. After an examination of the financial 
affairs of the Club Government has since reduced the 
license fee to Rs. 13 lakhs per annum. The tax is being 
collected by‘the Secretary of the Royal Western India 
Turf Club on behalf of the Government both from totali¬ 
zators' receipts of the Club as well as stakes placed 
with the bookmakers. As collection charges, Govern¬ 
ment pays to the Secretary of the Club a sum which is 
equal to ?rd per cent, of the amount of the betting 
tax collected in any year subject to a maximum amount 
which is fixed from time to time. In 1938 the Secretary 
was paid Rs. 8-5 thousand. During the war years the 
amount was raised to Bs, 14,000 per annum. In 1951-52 
an amount of Rs. 22,000 has been paid as collection 
charges. While the tax is being collected by the Club, 
the Supervisor, in charge of the Entertainment Tax with 
the help of 3 assistants is entrusted with the work of 
checking the returns and preventing evasion. One of 
the responsible officers of the Government usually the 
Secretary of the Home Department is also nominated as 
a member of the Managing Committee of the Club. Re¬ 
cently Government has increased their representation 
on the Committee to 2 official members. 

4. The license to the Club has to be renewed annual¬ 
ly. The conditions of the license ordinarily try to serve 
the twin objectives of (1) social control over racing 
habits so that the poorer sections of the community do 
not have opportunities of too much indulgence in racing 
and (2) prevention of evasion of the duty. A copy of 
the conditions of the license for the year 1953-54 is 
enclosed. Under the condition of the license, Govern¬ 
ment prescribes the maximum number of days on which 
horse races can be held. Ordinarily about 26 days of 
racing are held in Bombay and 10 in Poona, in addition 
to 2 or 3 additional days allotted for collecting funds for 
charitable purposes. The Club has to see to it that book¬ 
makers under no circumstances register bets on their 
personal account. This has been done in order to pre¬ 
vent bookmakers from interfering with the conduct of 
races. Bookmarkers are however allowed to cover up 
their losses by transferring bets made to them on the 
totalisators or to other bookmakers. In order to dis¬ 
courage poorer sections of the community from staking 
money the unit of stakes has been fixed high at Rs. 5 
in the ordinary enclousure and at Rs. 10 or multiples of 
Rs. 10 in the first and members’ enclosure. Children 
under the age of 18 are not to be admitted to the race¬ 
course, Government has reserved the right to audit the 
Club accounts at any time. Not merely is the tax on the 
admissions kept at the rate of 37| per cent, but in order 
to discourage poorer sections of the community from 
attending races the charges for admissions also are 
fixed by Government. The charges of admission per 
ticket in the second enclosure have been kept at Rs. 


3-8-0, while in the first enclosure it has been fixed at 
Rs. 5-8-0 for men and Rs. 3-8-0 for women. Govern¬ 
ment also fixes the maximum number of bookmakers at 
the race-course. Stake money with the bookmakers is 
allowed only in the first enclosure where higher charg¬ 
es for admissions are levied as indicated above. This 
has been done in order to reduce opportunities for poor 
people to stake money with the bookmakers. What is 
more the unit of the sake money that can be placed 
with the bookmakers has also been kept higher than the 
unit of stake money that can be placed on the totalisa¬ 
tors. With the book-makers the minimum unit of stake 
money has been kept at Rs, 40 for a cash bet and Rs. 100 
for a credit bet, 

5- As totalisators are mechanical < appliances, possibi¬ 
lities of evasion of the tax on totalisators are small. In 
spite of the stringent conditions on licensed book-makers, 
it has not been possible to completely eradicate evasion 
of the tax by bookmakers. During the year 1952-53 
Government found several instances of bookmakers evad¬ 
ing the tax as well as of their interference with the fair 
conduct of races. Bookmakers were therefore not allow¬ 
ed to operate on the race-course during the period of 
August 1952 to February 1953. On repeated assurances 
from bookmakers as well as from the Club that the re¬ 
ported mal-practices would be rectified and not be allow¬ 
ed to recur again, Government has permitted book¬ 
makers to operate again with effect from 22nd February 
1953. In order to prevent bookmakers from evading the 
tax, they have now been asked to close their accounts 
for each race soon after the ringing of the first bell. 
Government have also taken powers to require the Club 
to suspend or cancel the licenses of any bookmaker with¬ 
out assigning any reason. 

6. Evasion of the tax can occur in a two-fold manner. 
Instead of placing money with the bookmakers or the 
totalisators, punters can evade the tax by placing stake- 
money with illegal bookmakers in and outside the race¬ 
course, In doing so the punters run the risk of default 
by the illegal bookmakers. Government tries to take 
all possible Police precautions at the race-course to re¬ 
duce the extent of evasion in this manner. All told, over 
40 persons from the Police establishment are generally 
granted ‘on duty’ free passes on the race-course for pur¬ 
poses of traffic control as well as detection of illegal 
bookmaking. The objective of social control so as to 
discourage the growing racing habits among the poorer 
sections of the community in an industrial City like 
Bombay is however more important than revenue. The 
other sources of evasion are the mal-practices of the book¬ 
makers in collusion with the punters or otherwise. The 
regular punters* like owners of horses or moneyed eapL 
taiists often develop a code of language different from 
the normal between the bookmakers and themselves. 
A shout of Rs. 1,000 as stake money on a horse by a 
punter to a bookmaker may actually mean a shout of 
any multiple of the amount higher than Rs. 1,000. It is 
impossible for the normal means of supervision to check 
evasion of this kind. At times, big punters in the name 
of not disclosing their bets to the onlooking public, 
whisper their stakes to the bookmakers and it is diffi¬ 
cult for the Supervisor and his staff to ascertain the 
exact amount of stakes money, which may or may not be 
recorded. Punters also record their bets not by shouting 
stake money but by making signs by show of hands 
or fingers. In such cases, it is difficult to know the cor¬ 
rect amounts of stake money. Bookmakers may accept 
bets outside the race-course by telephonic or other con-, 
tacts with the punters. These bet? would not be record¬ 
ed as the betting with bookmakers is permitted only 
in the first enclosure at their specific stalls. Bookmakers 
generally attend the race-course on the morning of each 
race day presumably in order to watch the trial running.. 
Big punters also attend the course for similar reasons 
and this often becomes the occasion of exchange of bets. 
On all cash bets, bookmakers issue cards recording the 
investments as well as the odds offered to individual 
punters. The winners take their payments by submit¬ 
ting their cards back to the bookmakers. The supervi¬ 
sory staff can verify from these winning cards whether 
bookmakers correctly record the cash bets. In the case 
of credit bets, however, the practice of issuing cards has 
been discontinued on the assurances from the book¬ 
makers that the credit bets, would be correctly recorded. 
In the case of credit bets, it is not possible no make 
any cross-checking of the investments recorded by book¬ 
makers. At times the bookmakers of their own evade 
the tax by manipulating their accounts. To prevent 
evasion by bookmakers, the Supervisor and his staff 
regularly remain present on each race meeting and try 
to check up their accounts at the end of each race. 

7. Table 4 gives the receipts from the tax on stake 
money placed with totalisators and bookmakers as welt 
as the receipts from the license fee for each of the years 
1937-38 to 1953-54 (Budget). From a pre-war revenue of 
over Rs. 15 lakhs in 1939-40 the yield from the taxes on 
racing increased to Rs. 69 lakhs in 1943 when the rates . 
were doubled. Since then the annual receipts have 
Increased from year to year and in 1948-49 they amoun- , 
ted to Rs. 156 lakhs. Since 1949-50 the receipts indicate 
a decline. In 1952-53 the receipts were Rs, 83 lakhs 
partly because of the withdrawal of the permission to 
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bookmakers to operate on the race-course and also 
because of the fall in the purchasing power in the hands 
of the common race goers. As indicated earlier, as 
between the objective of revenue and social control 
over the growing racing habits of the population, 
Government of Bombay have attached more importance 
to the latter in deciding taxation as well as regulation 
of racing in the State. 

Table 4. —Receipts from Betting Tax and the Licence 
Fee levied from the Royal Western India Turf Club 


(Rupees in thousands.) 


Year 

Totali- 

sators 

Tax 

Book¬ 

makers 

Tax 

Total 

Betting 

Tax 

(2-{-3) 

License 

Fee 

Grand 

Total 

i 

2 

3 

4 

5 

6 

•937-38 . 

9*49 

3,80 

*3* 29 

Nil 

i3* 2 9 

1938-39 • 

9,83 

2,40 

12,03 

3,oo 

15*03 

1939-4° - 

IO,II 

2,28 

12,39 

3,00 

•5.39 

•94°'4‘ 

10,86 

2,03 

12,89 

3*°° 

•5.89 

1941-42 

•3.43 

2,53 

•5.96 

3,00 

l 8,96 

1942-43 • 

18,43 

5,80 

*4**3 

3>°° 

27.23 

I943-44 . 

43.53 

22,87 

66,40 

3,00 

69,40 

1944-45 * 

59.73 

49*34 

1,09,07 

3,oo 

1,12,07 

1945-46 

47.42 

42,66 

90,08 

3>°o 

93, 08 

1946-47 . 

65,16 

44* 1 4 

1,09,30 

15,00 

1,24,30 

* 

54.32 

40,87 

95J9 

15,00 

1,10,19 

1948-49 . 

76,37 

65**5 

1,41*62 

15,00 

1,56,62 

1949-5° * 

90,24 

43,75 

b33,99 

15,00 

•,48,99 

I95O-5I 

59,2 7 

34,3i 

93*58 

*7*50 

1,01,08 


85,8 3 

40,70 

1*26,53 

.18,50 

1,45,04 

J95 a -53( Revised ) 

61,00 

9 j°° 

70,00 

13,00 

83,00 

1953-54 (Budget) 

65,00 

35;°° 

1,00,00 

13,00 

1,13,00 


•The question of revising the amount oflicence fee was under 
consideration of Government and the Royal Western India Turf 
Club was allowed to make a part payment of Rs. 7 J lakhs only in 

1950- 51 pending final decision. The licence fee was subsequently 
fixed at Rs, 13 lakhs per annum with effect from 1950-51. The 
balance of Rs, 5 % lakhs due for 1950-51 was actually paid in 

1951- 52 along with the licence fee of Rs, 13 lakhs for that year. 

ANSWERS TO QUESTIONS 
Question No. 181* 

The betting tax is confined in practice to the horse 
racing. Have you any suggestion to make regarding the 
rates of betting tax , the manner of levy of the tax, and 
the measures which may be adopted for minimising eva¬ 
sion of the tax ? 

This Government believes that for a poor country like 
India, regular attendance at the race-course is a luxury 
for the common man. Taxation on betting therefore 
should be designed not so much for getting the maximum 
revenue as for exercising effective social control in such 
a manner as would discourage the spread of gaming 
habits to the poorer sections of the community. The 
manner of the levy of the tax on betting and the condi¬ 
tions as well as restrictions imposed on racing in general 
in the State, have been explained in the note on the tax. 

Question No. 182. 

Go you consider it practicable to extend the betting 
tax to other forms of betting? To tohich and how ? 

No Receipts from the betting tax can be increased if 
(a) betting is allowed off the course to regular office es¬ 
tablishments of bookmakers; (b) betting on foot-ball 
pools; and (c) on carnivals or fairs are encouraged. For 
reasons stated in the note on the betting tax as well as 
in answer to Question No, 181, this Government does 
not consider it desirable to extend legalised betting by 
such means. 

Question No. 183. 

Have you any suggestions to make regarding the tax 
on prize competitions f e.g., on crossword puzzles* ? To 


what extent is uniformity between States desirable in 
regard to rates etc., and what steps would you take to 
bring about such uniformity? What suggestions can you 
make in regard to preventing evasion or avoidance of 
the tax ? 

This Government believes that the restrictions on 
prize competitions imposed by it should be uniformly 
followed by all States. (Please see Part III—Prize Com¬ 
petition etc.) 

Conditions of Licence granted to Royal Western 
India’s Turf Club during 1953-54 


HOME DEPARTMENT 

Bombay Castle, 21st July 1953 

Bombay Race Cources Licensing Act, Bom. Ill of 1912 

No. RAC. 1053-H.—The following licence which the 
Government of Bombay has granted to the Committee 
of the Royal Western India Turf Club, Limited, under 
sub-section (2) of section 4 of the Bombay Race Courses 
Licensing Act, 1912 (Bom. Ill of 1912), is published for 
general information as required by sub-section (2) of 
section 3 of the said Act ; — 

Licence 

Licence granted subject to the provisions of the Bombay 
Race Courses Licensing Act, 1912 (Bom, III of 1912) 
(hereinafter referred to as “the said Act”), on the 21st 
day of July 1953 to the Committee of the Royal Wes¬ 
tern India Turf Club, Limited (hereinafter referred to 
as “the Licensees”); 

Whereas the Licensees have applied to the Govern¬ 
ment of Bombay (hereinafter referred to as “the Gov¬ 
ernment”) for a licence for horse racing in the race 
courses leased by them at Mahalaxmi, Bombay, and in 
the Cantonment of Poona (hereinafter referred to as 
“the said race courses”); 

Licence is hereby granted to the Licensees for the 
period commencing from the 1st July 1953 and ending 
on the 30th June 1957 to hold horse races on the said 
race courses subject to the conditions hereinafter speci¬ 
fied. 

Conditions 

1. During the period for which the licence is in force 
the number of days on which horse races are held by 
the Licensees shall not exceed thirty-six every year. Of 
this number not more than sixteen shall be allotted 
every year for holding horse races on the race course in 
the Cantonment of Poona. 

2. Subject to the following conditions, licences, or per¬ 
mits may be granted to bookmakers to register bets on 
the said race courses: — 

(1) That the number of such licensed bookmakers 
shall not exceed thirty; 

(2) That if it is considered necessary Government 
may require the Club to suspend or cancel the 
licence of any or all bookmakers without assig¬ 
ning any reason or may add to the book¬ 
makers licensed by the Club; 

(3) That the said bookmakers shall be allowed to 
register bets within the limits of the first en¬ 
closure only; 

(4) That the period of the licence or permit grant¬ 
ed to any bookmaker shall be of one year only 
and the licence shall be renewed annually with 
the concurrence of Government; 

(5) That the licence or permit to any bookmaker 
shall contain a provision fixing the minimum 
limit of forty rupees for a cash bet and one 
hundred rupees for a credit bet for “Win” or 
“Place”; 

(6) That at least half the total number of licences 
issued shall be issued to Indian bookmakers; 

(7) That the bookmakers shall be required to keep 
two sets of betting books in the manner in 
which the Prescribed Officer may require, which 
shall be used for each alternate race and all 
bets accepted shall be required to be recorded 
in these betting books ; 

(8) That each bookmaker shall have with him in 
his box not more than three assistants; 

(9) That each bookmakers shall be required to issue 
cards supplied by the licensees in serial order 
for each cash bet accepted and shall be requir¬ 
ed to record the serial number of the card issu¬ 
ed against the relative bet in the betting book. 
Entries in the betting book shall be legibly 
written. No erasing shall be permitted; 
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(10) That all cancelled and unused cards for the 
day shall be handed over to the Prescribed 
Officers within one hour after the last race and 
a receipt obtained for them; 

(11) That only one bet shall be recorded on each 
card; 

(12) That in the event of a bookmaker “Laying 
Off’' a bet with another bookmaker, he shall 
note in his betting book the name of the book- 
maker with whom the bet is made and shall 
enter the number of the card issued by him ; 

(13) That no bookmaker shall either directly or 
indirectly have dealings with a jokey or with 
any of the agent of the jokey or trainer _ or 
owner with a view to interfere with fair racing; 

(14) That each bookmaker shall stop taking bets 
immediately after the bell has sounded 
announcing the start of the race. The entries in 
the books shall be closed and stamped by the 
Auditors. After the cash bets for the race are 
paid and not later than ten minutes after the 
announcement of the results the totals of the 
bets shall be made up and handed over to the 
Prescribed Officer to be initialled; 

(15) That bets shall be accepted by a bookmaker 
only in special enclosures for bookmakers on 
the race course on the race day. Every bet 
accepted on the race day, prior to the advertL 
sed time of the commencement of the races, 
shall be accepted in the special enclosures only 
between the hours 8 a.m. and 10 a.m. (in the 
morning) and shall be immediately recorded in 
the betting book and a card shall be issued 
against each such cash bet; 

(16) That the “Prescribed Officer” shall be the Col¬ 
lector of Bombay or other subordinate Officer 
deputed by him; 

(17) Such other conditions as may from time to time 
be framed by the Licensees with the approval 
of Government: 

Provided always that Government may at any time 
during the current licence period add to, amend, vary 
or rescind any of the conditions framed under this 
clause; 

Provided, however, that no such addition, amendment, 
variation or rescission shall be made except after con¬ 
sultation with the licensees, 

3. On any day on which horse races are being held 
on the premises, within which the race-course on which 
such horse races are being held is included, the Licen¬ 
sees may work or cause to be worked, under their super¬ 
vision, the contrivance known as the totalisator subject 
to the following conditions : — 

(a) the unit of stakes shall not be less than five and 
not more than ten rupees provided that in the 
Members’ enclosures and the first enclosure 
tickets for amounts which are multiples of ten 
rupees but not exceeding one hundred rupees 
may be sold and in the second enclosure tickets 
for amounts which are multiples of five 
rupees but not exceeding fifty rupees may be 
sold; 

(b) totalisators shall not be worked in more than 
two enclosures in addition to the Members’ en¬ 
closure; 


5. The Licensees shall, during the period of the 
licence, allot not less than 30 per cent, of the races for 
Indian Jockeys. 

6. The Licensees shall, during the period of the 
licence, provide that races carrying not less than fifty* 
one per cent, of the total stakes in Poona and Bombay 
shall be reserved exclusively for Indian bred horses. 

7. The Licensees shall, during the period of the 
licence, continue to provide that— 

(1) an Indian Riding boy as an apprentice shall be 
entitled to get a half Jockey’s or apprentice 
Jockey’s licence after he has ridden five win¬ 
ners or such number of races, not exceeding 
forty as the Licensees may fix; and 

(2) a half Jockey shall be entitled to get a full 
Jockey’s licence after he has ridden five win¬ 
ners or such number of races not exceeding 
twenty, as the Licensees may fix; 

and shall maintain a school for training Indian boys to 
become jockeys. 

8. The Licensees shall not allow children under eigh¬ 
teen to be admitted to the race course on race days. 

9. The Licensees shall not keep on their premises any 
automatic gambling machines. 

10. Government shall have the right to audit the 
Club accounts at any time. 

11. Government shall have right of nominating 
two members on the Managing Committee of the Royal 
Western India Turf Club irrespective of whether the 
persons nominated are members of the Club or not 

12. The charges to be made for the first and second 
enclosures shall be as follows: — 

First enclosure—Rs. 5-8-0 for a man, 

Rs. 3-8-0 for a lady. 

Second enclosure—Rs. 3-8-0. 

13. Arabs, imported geldings and rigs and imported 
horses of Class IV and below shall not race. The 
Licensees shall ensure that 50 per cent, of the races open 
to Class III foreign horses are reserved for fillies dur¬ 
ing the first year of the licence at the end of which the 
position may be reviewed by Government and it may 
prescribe further if and to what extent any reservations 
of races for fillies shall be made. 

14. In the event of the breach by the Licensees of any 
of the conditions of this licence, Government may cancel 
the licence at any time. 

Signed, sealed and delivered by Shri D. S, 

Joshi, I, C. S,, Secretary to the Govern¬ 
ment of Bombay, Home Department. (Signed) D. S. Joshi* 

In the presence of—- 

Superintendent, Home Department. . (Signed) M. A. Faqih. 

Senior Assistant, Home Department. . (Signed) J. J. Mistry. 

By Order and in the name of 
the Governor of Bombay, 

D. S. JOSHI, 
Secretary to Government, 


(c) such other conditions as may from time to time 
be framed by the Licensees with approval of 
the Government provided always that the Gov¬ 
ernment may at any time during the currency 
Qf the licence add to, amend, vary or rescind 
any of the conditions framed under this clause : 

Provided however that no such addition, amendment, 
variation or rescission shall be made except after con¬ 
sultation with the Licensees. 

4 The Licensees shall pay to Government every year 
a yearly Licence fee of Rs. 15,00,000 provided that if the 
net profits of the licensees in any year are not sufficient 
to pay off the said fee out of the net profits. Govern¬ 
ment may at its discretion reduce the said licence fee 
after taking into consideration the amount of the net 
profits made by them in that year provided always that 
under no circumstances shall the licence fee be reduced 
below Rs. 10,00,000. The licence fee shall be paid by 
two instalments, the first instalment of Rs. 10,00,000 to 
be paid in advance on or before 31st of July in each 
year and the second instalment for the balance within 
three months after the completion of the year. 


III. PRIZE COMPETITIONS AND LOTTERIES 

1. Lotteries and prize competitions yield to their Pro¬ 
cters amounts, by way of entry fees far in excess or 
rize money offered as well as expenses incurred in 
inning such competitions because of mass contnbu- 
ons. A tax on prize competitions is necessary both in 
le interests of social control as well as public revenue. 

tax on prize competitions was first levied in Bombay 
tate in 1939. The Bombay Prize Competitions Act, 1939, 
rovided for levy of a tax at the rate of Uh per cent. 
E the total sum received in respect of prize competi- 
ons and licensing of prize competitions by Collectors, 
rize competitions which were run for philanthropic or 
laritable purposes were eligible for exemption^ The 
ct did not apply to lotteries, The word ‘Prize Compe- 
tion” under the Act of 1939 was defined as one, the 
fiution of which was prepared before the date of its 
romotion. It did not therefore apply to prize compe- 
tions the solution of which was prepared after its pro- 
lotion or after entries began to be received. In order to 
Lose certain loopholes in the administration of the Act 
nd in order to exercise greater social control over the 
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running of prize competitions the Bombay Prize Com¬ 
petitions Act, 1939, was replaced by the Bombay Lot¬ 
teries and Prize Competitions Control and Tax Act. 1948. 
Some further amendments to the Act were made in 
1952. Under the Act as it now stands, by section 7, all 
prize competitions contained in a newspaper circulated 
or distributed in the State have to be. licensed. Under 
section 12A, prize competitions even if promoted from 
outside the State have to pay a tax in respect of entry- 
fees received from the State, unless they are specially 
exempted. According to section 12 the rate of the tax on 
lotteries and prize competitions has been fixed at 25 per 
cent. According to sub-section (2) of section 12, however, 
Government has reserved the powers to levy a tax higher 
than 25 per cent, up to 50 per cent, on any individual 
prize competition or lottery if the same were justified by 
the total turnover of such lottery or competition. 

. 2. Assessment and Appeal. —Assessment of the tax 
and its payment is to be done within 30 days of the 
drawal of a lottery and quarterly returns have to be 
filed for regular prize competitions. Parties aggrieved 
by assessment levied by Collectors can appeal to Gov¬ 
ernment at the Secretariat level. As the tax is being 
administered by District Collectors who do this work 
in addition to their normal work the cost of collection 
of the tax cannot be seperately indicated. 

3. Conditions of licence.— For purposes of social con¬ 
trol in order that indulgence in prize competitions does 
not degenerate into gaming on a mass sale, Government 
has enforced a number of conditions to the grant of a 
licence to promoters of prize competitions with effect 
from 1st October 1951. The conditions are as follows 

(1) The amount of total prize in any one competi¬ 
tion should not be more than Rs, 30.000. 

(2) The number of competitions that can be promot¬ 
ed by a licensee should not exceed 17 in a year. 

(3) Free entry coupons and grant of rebates or con¬ 
cessions should not be allowed. Fees payable in 
respect of entries should be fixed at uniform 
rates without the grant of any concessions to a 
single competitor filling in a large number of 
entries. Not more than 8 entries from any’one 
competitor should be accepted (this condition 
was added in December 1952). 

(4) The licensee must deposit half the amount of 
prize money offered within a week of the issue 
of a prize competition. 

4, The total receipts from prize competitions during 
the years 1939-40, 1945-46 and thereafter are as fol¬ 
lows : — 

Table 5; —Revenue from Taxes on Lotteries and Prize 
Competitions 

(Rupees in thousands-) 


1939^40 . .. 

1945-46. 3> I 9 

I950'5 r . 

1 95 1 “ 53 . - * - - • ■ • 24,42 

1952- 53 (Revised estimates) .... 17,00 

1953- 54 • • *•.12,6° 


The fall in receipts in 1952-53 and 1953-54 is due to 
the ceiling on prize money for each competition fixed at 
Rs. 30,000 as also the expected reduction in revenue due 
to the general fall in purchasing power that can be 
spared for such recreation, and the shifting of some 
competitions out of the State. 

The conditions imposed bv Government in 1951 were 
objected to by Messrs. Benett Coleman & Co. who are 
the promoters of one of the major prize competitions in 
the country viz., the Commonsence Crossword contained 
in the Illustrated Weekly of India. The firm have shifted 
their headquarters from Bombay outside the State and a 
suit has been filed by the firm in the law court. The li¬ 
censee have objected to section 12(A) which regulates the 
running of prize competitions by promoters from outside 
the State. Pending the decision on the case before the 
High Court, according to an agreement between the Gov¬ 
ernment of Bombay and Messrs Benett Coleman & Co., 
promoters outside the State will continue to file their 
returns of receipts of entry fees within the State. The 
Government of Bombay believes that they have every 
legal right to control the receiot of entry fees by pro¬ 
moters whether they are residents of this State or of 
auy other State within India. 


IV. ELECTRICITY DUTY 

1. Rates of Levy.— In India, electricity is gene¬ 
rally an urban facility relatively ^ cheaper than 
kerosene used for lighting purposes in the villages 
and towns not supplied by electricity. Kerosene 
is liable to Central Excise Duty and on grounds 
of equity there is no objection to a tax on domestic con¬ 
sumption of electricity. A tax on electricity besides by 
its wide tax base can yield substantial revenue by a 
small incidence on each individual consumer. In Bombay 
State a duty on non-industrial use of electrical energy 
was first levied in 1932 under the Bombay Finance Act. 
The rates of taxation in the case of lights and fans used 
in residential premises and of energy used in bulk 
in cinema houses and theatres were kept distinct and 
for the latter case a lower rate was applied for bulk use. 
Even for the same use, as for example in the case of 
energy used for lights and fans, different rates were 
applied to Bombay City and other areas, based on con¬ 
siderations of the pfice at which energy for domestic 
consumption was sold by licensees in different areas. In 
the beginning no tax was levied up to the year 1949 on 
electrical energy used as industrial power. Even in the 
case of domestic consumption all consumption below 10 
units per month per consumer was exempted up to 1939. 
In 1939, the exemption was removed in Bombay City 
and some selected areas. In 1949 a duty at the rate of 
1th anna for every 2 units of electrical energy used as 
industrial power was imposed. Up ^ to the year 1950 
industrial and commercial undertakings using electrical 
energy for lights and fans, but not as power, used to 
pay the same rates of taxation as were paid for 
domestic consumption. In 1950 the duty on lights and 
fans used by industrial and commercial undertakings 
or used in studio lighting was reduced to Jth anna for 
every 2 units consumed. 

The existing rates of electricity duty in Bombay City 
and in other areas as provided in the Bombay Finance 
Act and in the Government Notification No, 9326-S.T., 
dated 1st May 1950, are indicated in Statement I. In 
Bombay City and some selected areas like the Bombay 
Suburban District, Ahmedabad, Surat, Baroda, Thana, 
Bhivandi, Belgaum, Kalyan, Ahmednagar and Rander 
there is no exemption from electricity duty on lights and 
fans to a monthly consumption of less than 12 units. 
Instead, a lower rate of tax is levied on consumption be¬ 
low 12 units as compared to taxation on monthly con¬ 
sumption above 12 units per month per consumer. In 
the above twelve areas, except Belgaum, Ahmednagar 
and Rander electricity for lights and fans is available at 
less than 54 annas per unit. In the case of Bombay the 
tariff for domestic consumption is only 2 annas per unit 
and in the Bombay Suburban District it is 3 annas 5 
pies per unit. Contrasted with these areas, the tariff for 
domestic consumption in other mofussil areas varies 
from 6 annas to Rs. 1-2-0 per unit. In order not to place 
an excessive burden on poorer consumers in all areas 
other than the cities indicated above no tax is levied 
on domestic consumption of less than 12 units per 
month. Even the tax on consumption above 12 units in 
these areas has been kept lower at £ anna per unit com¬ 
pared to a rate up to li anna per unit in the selected 
cities including Bombay. With effect from the 1st May 
1951 the duty on industrial power in the case of electro¬ 
lytic processes or electric furnaces has been reduced to 
Jth anna for every 5 units consumed, provided the total 
cost of energy consumed by such an undertaking is not 
less than 30 per cent, of its total cost'of manufacture. 
The justification and equity of the tax on industrial 
energy in Bombay State has been explained in answer 
to Question No. 176. 

3. Collection, —According to section 6, Part I, of the 
Finance Act, the duty is collected on behalf of Govern¬ 
ment, by licensees who sell energy to consumers. Under 
sub-sections 4 and 5 of section 6, a person who generates 
energy for his own purposes is not exempted from the 
tax unless such generation is for use in vehicles or ves¬ 
sels or is less than 100 volts. In return for the collec¬ 
tion of the duty from consumers the licensees are grant¬ 
ed a rebate, the amount of which is fixed from time to 
time. 


4. Exemptions .—The duty is not leviable on consump¬ 
tion of energy in the following cases : — 

(1) Consumption by a Government Agency save in 
respect of residential premises. 

(2) Railway Administration save in respect of resi¬ 
dential premises. 

(3) Local Authorities save in respect of residential 
premises. 

(4) Tramway Company save in respect of residential 
and office premises. 

(5) An hospital or dispensary which is not maintain¬ 
ed for private gain. 
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ANSWERS TO QUESTIONNAIRE 
'Question No. 176* 

A tax on the consumption or sale of electricity is 
levied in several States in India. Do you consider that 
this is a suitable tax and may be adopted by other 
States ? Would you restrict it to consumers of energy for 
domestic purposes or would you extend it to sales for 
industrial uses also ? 

In India electricity is generally an urban facility re¬ 
latively cheaper than kerosene used for lighting pur¬ 
poses in the villages, and towns not supplied by electri¬ 
city. Kerosene is liable to Central Excise Duties and on 
grounds of equity, there is no objection to a tax on 
domestic consumption of electricity in the towns and 
cities. Wherever supplied in the towns and cities, elec¬ 
tricity is likely to be in general use of the large majo¬ 
rity of the population and a tax on electricity like the 
general sales tax, therefore, offers a wide tax base for 
taxation of the urban population as a whole. Moreover, 
unlike kerosene, which is an enterprise open to free 
competition supply of electricity is by bulk generation 
from licensed concerns granted monopoly by the State. 
As a public utility so protected by the State, there is no 
objection to its taxation. A relatively small amount of 
tax on each individual user is capable of yielding subs¬ 
tantial revenue. There is no objection, therefore, to the 
exploitation of the tax on electricity used for lighting 
purposes by all the States in India. 

Whether or not energy used for industrial power 
should be taxed is a question that should be decided by 
.each State according to its own conditions of industria¬ 
lisation vis-a-vis the competition from other States, and 
the importance of electricity as a cost item among the 
various factors of costs of production on the side of 
supply. In Bombay State industrial concerns in the 
Bombay-Poona Region are served by cheap Hydro- 
* electric Power generated by the Tatas and the levy 
of a tax of ith anna for every two units of 
energy consumed has not made electricity in Bombay 
State costlier than in other States so as to impair their 
competitive industrial capacity tris-a-vis other States. 
The tariffs of electrical energy used for industrial 
power vary from State to State and from licensee to 
licensee. The effective rates besides depend on consi¬ 
derations of load factor and total energy consumed. It 
is not possible, therefore, to compare the relative costs 
of electricity used as industrial power in various States 
by a mere reference to tariff rates. The first Report 
of the Third Census of Manufacturers published by 
the Ministry of Commerce and Industry of the Govern¬ 
ment of India for the year 1948 gives details of the 
cost of electrical energy to various industries in various 
States. The major industry of Bombay State is cotton 
textiles. The following table indicates the average cost 
of electricity per unit in cotton textiles during the 
year 1948 in the States of Bombay, Madras, U. P, and 
West Bengal:— 


Table 6 .—Cost of Electricity in Cotton Textiles —1948 


Name of the State 

Electricity Total expen- 
consumed diture on 

(thousands * electricity in 
of KWH) column 2 

(Rupees in 
thousands) 

Average rate 
per KWH 
unit (Rupee 
per unit) 

1 

2 

3 

4 

Bombay . 

, 62,10,44 

1,81,90 

0*469 
(excluding 
duty), 

Madras 

10,64,89 

43» 13 

0*648 

Uttar Pradesh . 

• 10,35.58 

33,58 

0*524 

West Bengal 

3,83,36 

14,46 

0*604 


Spurce :—Government of India, Ministry of Commerce and Industry, Third 
Census of Manufacturers, pp. 439-440. 


It will be seen froip the table that exclusive of duty, 
the average cost of electrical energy in Bombay State 
is the cheapest among all the States, Since 1948 the tariff 
rates of electrical energy for industrial power have not 
changed. Costs of production in other respects have how¬ 
ever gone up. Even with the addition of the duty at 
0*125 per unit in Bombay State, the average cost in this 
State is cheaper than the average cost of energy in 
Madras and West Bengal. Including the duty it 
is true that the average cost of energy to cot¬ 
ton textiles in U. P. is slightly less; but then 
the cotton textile mills in Bombay State have 
slightly higher cost of electrical energy compared to 
the rate in U.P. A tax on electrical energy used as indus¬ 
trial power has not, therefore, adversely affected the 
competitive capacity of industries in this State vis-a-vis 
other States who do not levy such a tax. In 1949-50 
when the tax was first imposed it was found that the 
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expenditure on electrical energy incurred by textile 
mills in Bombay City varied from 1 to 2 per cent, of 
the total cost of production and that in Sholapur and 
Ahmedabad between 2 and 5 per cent. The increase 
in the total cost, with the addition of the duty amount¬ 
ed to 0*15 to 0*5 per cent, of the total cost of produc¬ 
tion in Bombay mills and 0*4 to 0*6 per cent, in Shola¬ 
pur and Ahmedabad mills. Assuming the average price 
of cloth at Re, 1 per yard, the duty hardly amounts to 
an incidence of a maximum of 1 pie in the rupee. In¬ 
asmuch as the cost of electricity is determined by indus¬ 
trial tariff rates that have remained constant since 1949 
while all other major costs of production have in¬ 
creased between 1949 and 1953, the incidence of the tax 
at the present day is even lower. From the tax on energy 
used for industrial purposes the Government of Bombay 
derives an annual revenue of about Rs, 60 to 80 lakhs, 
The tax has already been absorbed in the conventional 
costs of production of industry. 

Question No. 177. 

In respect of domestic purposes — 

(a) should a distinction be drawn between the elec¬ 
trical energy consumed for lights and fans and 
the energy consumed for other domestic purpos¬ 
es ( frigidaires , heaters , radios , etc.)? On what 
principles would you determine the rates of 
duty? 

(b) w hat exemptions would you suggest and on 
what basis ? Would you apply a lower raze of 
duty to small consumers ? 

Electrical energy consumed for domestic appliances, 
such as frigidaires and heaters, within a given time, is 
much more than the quantum of consumption of energy 
when used for lights and fans or radios. At the same 
time domestic appliances in India, like frigidaires and 
heaters are luxury articles. It is reasonable therefore, 
that the rates of domestic appliances should be inter¬ 
mediate between rates of the tax on lights and fans and 
the rates on energy used as industrial power. In the 
Bombay State however, for the present, the rate of the 
duty of domestic appliances is Jth anna on every two 
units of energy consumed ie,, the same rate as is levied 
on industrial power. This however does not affect the 
revenue very much as the use of such appliances is res¬ 
tricted to a few cities like Bombay and Ahmedabad. 

To ensure that the tax is paid in accordance with the 
capacity of the consumer, it is essential that the rates 
of duty on lights and fans should be fixed on a graduated 
scale according to various slabs of monthly consumption. 
In urban areas the quantum of consumption of electri¬ 
city consumed by a householder would depend on the 
housing space available to him and would therefore, be 
a rough indication of his economic status among the 
various classes. The actual rates cannot be uniform 
for all towns and cities but have* to be related to the 
tariff rates of the supply companies for energy used for 
lights and fans. In areas where electricity is served 
through hydro-electric generation, the supply of energy 
is cheaper than when electricity is generated by other 
means. In small towns where electricity is generated by 
fairly small diesel sets the sale price of electricity 
set by the supply company is likely to be fairly high 
and the addition of the electricity duty would be a hard¬ 
ship to small consumers. What is more it would be a 
deterrent to the extensive use of electricity by the gene¬ 
ral population. In the long run this in turn will come 
in the way of the prospects of reducing the tariff rates 
by supply companies because of lower demand. In areas 
where electricity for lights and fans is sold, say at above 
eight annas per unit, there should be complete exemp¬ 
tion from the tax for house-holders whose individual 
consumption does not exceed 12 units per month. In 
areas where the price of electricity varies, say between 
four annas and eight annas per unit, the rate of the 
duty on consumption below 12 units per month should be 
less than the rate in areas where electricity is sold at 
a rate below four annas per unit. Apart from the energy 
used for domestic purposes like lights and fans or for 
domestic appliances like frigidaires and heaters and 
energy used for industrial power, there is also the use of 
energy for lighting purposes by heaters and commer¬ 
cial undertakings for display. In this case, because of 
bulk consumption of energy the rate has to be lower 
than the normal rates for lights and fans though higher 
than the rates for industrial power. 

Question No. 178, 

If you are in favour of a duty on energy used for 
industrial purposes , on what principles would you deter¬ 
mine the rates of duty? What exemption would you pro¬ 
vide for and on what basis? 

The essential consideration in fixing the rates of duty 
on industrial power should be that it does not so in¬ 
crease the cost of production as to make industrial pro¬ 
duction in the State suffer from competitive disadvan¬ 
tages because of the tax vis-a-vis corresponding indus¬ 
trial production in other States. The expenditure on 
electricity and its importance as a cost item among the 
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various factors of cost of production is likely to vary 
within the same State. On grounds of administrative 
convenience as well as equity, it is unnecessary there¬ 
fore to fix the rates of duty on industrial power on a 
graduated or progressive scale according to slabs of 
quantum of consumption as in the case of lights and 
fans. A low flat rate is more suitable. Relief from the 
taxation on industrial power has however to be given 
to enterprises in which electricity is a major compon¬ 
ent of the process of production and accounts for as 
much as 30 per cent, or more of the total cost of pro¬ 
duction. In Bombay State while industrial power is 
generally taxed at the rate of Jth anna for every two 
units of consumption, for energy consumed in electro¬ 
metallurgical furnace or in electro-chemical processes, 
the duty is charged at the lower rate of £th anna for 
every five units, provided the cost of energy so consum¬ 
ed is not less than 30 per cent, of the total cost of 
manufacture. It has sometimes been proposed that 
energy used by cottage industries or in small scale 
industries, as for example, powerlooms, should also be 
granted relief in taxation. Considerations of such con¬ 
cessions should be related to the general economic and 
monetary conditions and the competitive capacity of 
cottage and small scale industries under review. It is 
on the basis of the net incidence of the tax on the in¬ 
dustry that any concession can be justified. Therefore, 
only such industries, whether small scale or large scale, 
that use electricity as a major part in its process would 
be entitled to relief from taxation. Under inflationary 
conditions of an aggregate effective demand in excess 
of supplies available the case for such relief is weaker 
than under conditions of slump general or localised to 
cottage and small scale industries. While the grant of 
relief of taxation to cottage and small scale industries 
in an industrial State like Bombay where large scale 
establishments predominate does not lead to much loss 
of revenue such relief is difficult on grounds of admi¬ 
nistrative convenience, 


Question No* 179, 

How would you modify your suggestions in reply to 
the foregoing questions if electrical energy — 

(i) is entirely supplied by Government undertakings 

in a State ? 

(ii) is supplied by Government undertakings in 
some areas of a State and private undertakings 
in other areas? 

When electrical energy is supplied entirely by 
nationalised Government undertakings, the tax on 
energy resolves itself into a charge above average cost. 
In those conditions decisions of the tax should be related 
to the general monetary and economic situation. When 
electricity is supplied in some areas by the State and 
in some areas by private undertakings, there should be 
no difference or discrimination in the rates of the duty. 

Question No, 180. 

What degree of uniformity as between different States 
would be desirable in regard to the levy of electricity 
duty ? How would you achieve it? 

Uniformity in the rates of duty on various uses of 
electrical energy among the States is impracticable. 
General considerations in regard to levy of each cate¬ 
gory as stated in answers 176 to 179 are, however, ap¬ 
plicable to all States and each State has to fix its rates 
according to its own peculiar conditions of (1) means 
of generation of electricity, (2) the tariff rates exclusive 
of the tax, and (3) industrialisation vis-a-vis industria¬ 
lisation in other States, as affected by any proposed 
measures of taxing industrial energy. 


STATEMENT II 

Showing the rates of Electricity duty levied in the State of Bombay 


For Lights and Fans 


In all other cases 


For any purposeother than for 
lights and fans 


SI. 

No. 


Area where 
electrical 
energy is 
supplied 


In a cinema 
house or 
theatre 


In an 
industrial 
undertaking. 


On units 
consumed 
for studio 
lighting 


Where the- Where the For energy con 
total consu total consu- sumed for elect- 

mption per mption per rolytic process or 

mensem mensem for electric furnace 

does not exceeds by an industrial 
exceed 12 units undertaking vvl ere 

12 units the cost of energy 

consumed is not 
less than 30 per cent, 
of the total cost of 
manufacture. 


In other 
cases 


I 

2 

3 


4 

5 

6 

1 

8 

9 

I 

Bombay City . . . , 

3/4 anna per 

1/4 anna for 

1/4 anna 

for 1 anna per 

i 1/4 annas 

1 / 4 anna for 

1/4 anna- 



unit. 


every two 

every two unit. 

per unit. 

every five 

for every two 





units of 

units 

ot 


units or 

units or 





energy or 

energy 

or 


fraction 

fraction 





fraction 

fraction 



thereof. 

there 





thereof. 

thereof. 




2 

Bombay Suburban Electric 

Licence* 

Do. 

* 

Do, . 

Do. 

. 3/4 anna per 
unit. 

Do. . 

Do. 

Do. 

3 

Ahmedabad- City and District 

Do. 

* 

Do. . 

Do. 

. 1 anna per 

Do. . 

Do. 

Do* 


Local Board Electric Licence. 





unit. 

4 

Surat City and District Local 

Do, 


Do. 

Do. 

Do. . 

Do. . 

Do, 

Do. 


Board Electric Licence. 




5 

Baroda City Municipality Licence 

Do. 


Do. . 

Do. 

Do. . 

Do, 

Do. 

Do. 

6 

Poona Electric Licence , 

Do. 

, 

Do. . 

Do. 

. 3/4 annas 

Do. . 

Do. 

Do. 







per unit. 



7 

Thana Electric Licence 

Do. 


Do. . 

Do. 

. 1 anna per 

Do. . 

Do, 

Do. 







unit. 



8 

Bhiwandi Electric Licence 

Do. 


Do. . 

Do. 

Ml 

3/4 anna 
per unit. 

Do. 

Do, 

9 

Belgaum Electric Licence . 

Do. 

* 

Do, . 

Do. 

Ml 

Do. 

Do. 

Do. 

10 

Kalyan Electric Licence 

Do. 

. 

Do. . 

Do. 

. 1 anna per 

1 1/4 annas 

Do. 

Do. 

11 

Ahmednagar Electric Licence 

i anna 

per 


Do. 

unit. 

. J anna per 

per unit. 

3/4 anna per 
unit. 

Do. 

Do. 



unit. 




unit. 


12 

Randcr Electric Licence 

Do. 

* 

Do, # 

Do. 

Do. 

Do. * 

Do. 

Do. 

13 

In all other areas 

Do. 

* 

Do. . 

Do. 

Nil 

1/2 anna 
per unit. 

Do. 

Do. 


Note.— (i) The lower rates in columns 4 and 5 were prescribed from 15th April 1950. 

(2) The duty as in column 9 was levied from 1st April 1949, 

(3) The lower rates in column 8 were levied from 1st May 1951. 
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V, TAXES ON MOTOR VEHICLES 

Taxation of motor vehicles in different forms and 
at different stages has been recognised as a source of 
revenue all over the world. Besides the wear and tear 
of roads caused by motor vehicles, Government has to 
provide motorists direct with parking facilities and 
police watch over cars as private property. Apart from 
the expenditure on traffic regulation for the conve¬ 
nience of motorists themselves as well as pedestrians, 
Government also incurs other administrative expendi¬ 
ture attributable directly to motor vehicles and moto¬ 
rists. In addition to the taxation of motor vehicles to 
meet the expenditure on such items, possession of motor 
•vehicles in a country like India is an index of surplus 
taxable capacity. In advanced countries of the West like 
the United States, where there is one car for every five 
persons a motor vehicle may not be looked upon as a 
sign of special spending power but in a country like 
India where there is one vehicle for every 1,200 persons, 
possession of a motor vehicle represents a special taxa¬ 
ble capacity on which additional claims other than 
requirements of road and other expenditure directly 
attributable to it can be and are being made. 

2. While the Central Government levies (i) protective 
import duties on motor vehicles accessories and spare 
parts, (ii) a revenue import duty on petrol and (Hi) 
excise duties on tyres and motor spirit, the Government 
of Bombay levies, (iu) a sales tax on motor spirit, and 
( v ) a tax on motor vehicles. In addition ( vi ) motor 
vehicles accessories and parts also pay, like other com¬ 
modities, sales tax under the Bombay Sales Tax Act, 
1953. Local authorities in the State levy (ini) wheel 
taxes, (viii) octroi, and town duties while a few also 
levy a terminal tax on motor vehicles. 

A.—The Bombay Motor Vehicles Tax, Act* 1935 

3. Rates of Levy .—Under the Constitution of India 
the State Governments are empowered to levy taxes 
on vehicles whether mechanically propelled or not 
suitable for use on roads subject to the principles of 
such taxation embodied in Central Legislation, if any. 
Up to now no legislation governing the principles of 
motor vehicle taxation has been enacted by the Centre 
though the question has been under consideration for 
a long time. A tax on all motor vehicles used or kept 
for use in the State of Bombay was first levied in 1935 
under the Bombay Motor Vehicles Tax Act, 1935. The 
maximum rates of the tax on various categories of 
vehicles are stated in a Schedule which has been amend¬ 
ed from time to time. The actual effective rates in a 
given year at a given time are governed by 
Notifications issued from time to time. The effective 
rates of the tax, except for goods vehicles and 
taxicabs remained more or less unchanged bet¬ 
ween 1936 and 1950. In May 1940 the effec¬ 
tive rates of the tax on goods vehicles with a registered 
laden weight of less than 150 cwt. were reduced by 
15 to 30 per cent. The rate of the tax on goods 
vehicles with registered laden weight above 150 cwt. 
was however increased from Rs. 500 per vehicle to Rs. 
520, and in 1950, the rate was further increased to Rs. 
640. In the case of taxicabs with a seating capacity of 
less than 4 passengers excluding the driver (i.e., on light 
taxicabs), the rate was increased by 15 per cent., in 
1940. In the year 1952 Government revised the rates of 
tax on all classes of motor vehicles by amending the 
Act. Under Government Notification, Home Department 
No. 56/6*11, prescribing the effective rates of the tax 
operative from 1st October 1952,' levels of taxation 
on various categories of vehicles using motor spirit 
were generally increased to the extent of (1) 66 per cent, 
in the case of goods vehicles, (2) 50 per cent, in the 
case of private cars, and (3) 100 per cent, in the case 
of taxicabs and passenger buses. In addition, a sur¬ 
charge of 50 per cent, subject to a maximum sum of 
Rs. 530 was imposed on vehicles, which used fuel other 
than petrol like diesel oil. This additional taxation on 
motor vehicles was imposed in order to finance the tar¬ 
geted State Five-Year Plan Road expenditure of Rs. 
11*6 crores which includes a programme of an annual 
expenditure of Rs. 2 crores on cement concreting of 
roads beginning with year 1952-53. 

4. The effective rates of the tax on various categories 
of motor vehicles from (1) April 1936 to May 1940, (2) 
May 1940 to May 1950 (3) June 1950 to September 1952 
and (4)’ the rates operative since October 1952 up-to-date 
are indicated in Statement III. The basis of assessment 
on various "categories of vehicles is more or less along 
the lines recommended by the Motor Vehicles Taxation 
Enquiry Committee. Private cars are taxed according 
to their unladen weight, goods vehicles are taxed 
according to their registered laden weight while 
taxis and buses used for hire of passengers are 
taxed according to their seating capacity. All 
vehicles are first classified into those that use 
petrol and those that use fuel other than pet¬ 
rol like diesel oil. While a gallon of petrol because of the 
the Central import duty and the State sales tax costs 
^bout Rs. 2-13-0, diesel oil costs only about Re. 1 per 
gallon. Assuming that on an average a goods or passen¬ 


ger vehicle covers about 24,000 miles a year, it would 
save about Rs. 2,500 per annum on using diesel oil 
instead of petrol. Up to the year 1952 the rates of taxa¬ 
tion on petrol-driven vehicles were the same as those 
on diesel-driven vehicles. Under the amendment to the 
Bombay Motor Vehicles Act made in 1952, a surcharge 
of 50 per cent, is now levied on diesel-driven vehicles 
subject to a maximum surcharge of Rs. 530 per annum* 
Motor vehicles are also classified into those that are 
fitted with pneumatic tyres and those that are not so 
fitted. Vehicles not fitted with pneumatic tyres do much 
damage to the roads and are therefore charged an addi¬ 
tional tax of 50 per cent, of the rates charged to the 
other vehicles. This distinction is not of any importance 
now as there are hardly any motor vehicles without 
pneumatic tyres'. Trailers attached to vehicles are charg¬ 
ed extra tax. Numerous municipalities, including the Cor¬ 
porations, in the State levy their own wheel taxes on 
motor vehicles and it has been provided that in the case 
of goods vehicles and taxis and buses used for the hire of 
passengers which ply within municipal limits, the ap¬ 
plicable rates of the State tax would be two-thirds of 
the rates prescribed for other vehicles. This conces¬ 
sion, however, does not apply to private cars. 

Statement IV indicates the maximum annual rates 
of the motor vehicles tax which can be levied according 
to Schedule I of section 3 of the Bombay Motor Vehicles 
Act of 1935 as amended in August 1952. After the pass¬ 
age of the Act in the Legislature, goods transport ope¬ 
rators represented to Government that the maximum 
rates under the Act were unduly burden-some. In the 
Notification which prescribed the effective rates of the 
tax while the effective rates of all vehicles other than 
goods vehicles were kept the same as the maximum al¬ 
lowed by the Act, in the case of goods vehi¬ 
cles the rates were reduced by 16§ per cent. In 
addition, relief was also granted to diesel-driven vehicles. 
While the Act allowed a maximum surcharge of Rs. 800, 
the effective surcharge was brought down to Rs, 530. Sta¬ 
tement V indicates the effective rates of the motor ve* 
hides tax at present in operation in Bombay State as 
compared with the rates of the tax suggested by the 
Motor Vehicles Taxation Enquiry Committee in para- 
graph 140 of their Report.* It will be seen from the 
statement that the rates levied in Bombay State on 
private cars, -taxis and buses are lower than the ceilings 
recommended by the Committee. As between passen¬ 
ger vehicles and goods vehicles the rates recommended 
by the Committee show discrimination in favour 
of goods vehicles. Bombay Government does not consider 
that there is justification to levy lower rates on goods 
vehicles. It has not therefroe, accepted the rates recom¬ 
mended by the Committee for goods vehicles and the 
rates levied in the State, therefore, are a little higher 
than those recommended by the Committee. The Report 
of the Committee has been considered from time to time 
by the Transport Advisory Council of the Government 
of India. The Transport Advisory Council in 1952 ap¬ 
pointed a technical Sub-Committee to evolve the prin¬ 
ciples of motor vehicle taxation. The Sub-Committee 
which submitted their Report in December 1952 have 
revised upwards the ceilings recommended by the 
Motor Vehicles Taxation Enquiry Committee after dis¬ 
cussing the subject with State Governments. The ceil¬ 
ing rates of taxes on goods vehicles recommended by 
the Sub-Committee are higher than those levied in 
Bombay State, 


5. Special and concessional rates ,—In the following 
cases exemptions and concessions from taxation arp 
granted: 

(A) Motor vehicles exclusively used for the conve¬ 
yance of children to and from schools are taxed 
under Article VI of class A of Schedule I of the 
Act ( Le on unladen weight, like private motor 
cars). These vehicles are ordinarily liable to be 
taxed under Article IV of Class A of the Sche¬ 
dule referred to above (i.e, as public service 
vehicles plying for hire), but in order to 
make available to the school children cheap 
mode of transport, the concession is granted. 

(B) Temporary registered motor vehicles carrying 
spare parts and accessories on a single trip under 
temporary permits issued specifically for that 
purpose are taxed at 20 per cent, of the monthly 
tax leviable under the Bombay Motor Vehicles 
Tax Act, 1935. This concession is granted with 
effect from 29th August 1952 <G. N„ H. D., No. 
7513/6, dated 29th August 1952). The conces¬ 
sion has been granted in order to ensure speedy 
movement of goods from Port Towns and with 
a view to make full utilization of vehicles and 
chasis delivered by manufacturers to upcountry 
dealers for carriage of spare parts and acces¬ 
sories. 


♦Government of India, Ministry of Transport; the Report of the Motor 
Vehicle Taxation Enquiry Committee, 1950, Delhi, pp, 113—114, 
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(C) All motor vehicles designed and used solely for 
carrying out agricultural operations on farms or 
farm lands are exempted from the payment of 
tax. This concession is granted to owners of the 
vehicles so that they can make use of mechani¬ 
cally propelled (motor) vehicles in cultivating 
their lands, 

(D) Mechanically propelled Road Rollers, Are engines 
and fire-escape tenders are totally exempted 
from tax, as their use is made in the public 
interest. 

(E) Motor Ambulances owned by Municipal Autho¬ 
rities and other private institutions are granted 
total exemption from tax as they are used for 
humanitarian purposes. 

(F) Conservancy cars and watering cars maintained 
by the local authorities or maintained under 
contract for a local authority and exclusively 
used for conservancy or watering purposes are 
granted total exemption from tax, as the vehicles 
are used for public utility purposes, 

(G) Motor vehicles belonging to Consular Officers 
are granted total exemption as such exemption 
is granted to Consular Officers for India appoin¬ 
ted in other countries, 

(H) Motor vehicles owned by Government of 
Bombay are exempted from tax as the Govern¬ 
ment is not liable to pay tax on its own vehicles. 

(I) Motor vehicles registered as Military motor 
vehicles by the Quarter Master General in 
India, 

' (J) Motor vehicles used by the Navy and Air Force 
and belonging to Government. 

(K) Motor vehicles exempted from taxation under 
the Auxiliary Forces Act, 1920, the Indian 
Territorial Forces Act, 1920 or any law for the 
time being in force. 

Exemption is granted for the abovementioned 
vehicles as the vehicles are used for defence 
purposes, etc, 

(L) Motor vehicles owned by the Society for the 
prevention of Cruelty to Animals and exclusi¬ 
vely used for the conveyance of sick animals. 

(M) Travelling Motor Veterinary Dispensary be¬ 
longing to the Society for the Prevention of 
Cruelty to the Animals, Poona. Exemption is 
granted as the vehicles are used for the welfare 
of animals. 

(N) Motor vehicles imported or arriving in Bombay 
under a triptique or “Carnet de p assage” 
system. 

(O) The following motor vehicles owned by the 
B.E.S.T. undertaking are exempt from tax as 
they are used in connection with public utility 
services in Greater Bombay : — 

(a) Ten tower waggons used for the mainte¬ 
nance of trolley service; 

(b) Two permanent-way welding plant lorries* 

(c) Two trailers utilised for carrying drums of 

trolley wires used in conjunction with the 
tower wagons; 

(d) One Break-down van for maintaining tram¬ 
way service; and 

(e) One vehicle used exclusively for cutting 
trees. 

(P) Motor vehicles other than transport vehicles 
which are brought temporarily in this State 
from other States and which are not' kept for 
a period more than 30 consecutive days are 
exempted from the payment of tax. Such ex¬ 
emption is allowed once in a financial year. 

(Q) Motor vehicles other than transport vehicles 
brought from the other “ A ” States and 
Saurashtra State (i,e., B State) are exempted 
from the payment of tax during the quarter the 
motor vehicle is brought into this State provid¬ 
ed tax is already paid in the State from which 
motor vehicle has arrived. This exemption is 
granted in view of reciprocal arrangement with 
these States. 

6. Changes in Concessions .—During the last few years 
there were negligible changes in the exemptions gran¬ 
ted to the vehicles referred to above. The loss of revenue 
as a result of grant of exemption was not calculated 
since the enactment of the B.M.V.T, Act, 1935, However 


during 1952-53, the loss is calculated at Rs. 7,18,733-8-0 
(this is exclusive of the amount lost by Government 
on account of grant of exemption to G.T.S. vehicles and 
vehicles owned by Government of Bombay and tax 
charged to school buses under low rate of tax class). 
In comparison with the total revenue realised from 
motor vehicles tax the loss of revenue is 4-25 per cent. 

7. Administrative set up for M. V. Tax .—For the 
purpose of administration the State has been divided 
into 7 regions, each region being in charge of an R.T.O. 
who as Registering Authority is empowered to collect 
tax on motor vehicles operating in his region. The R.T.O, 
is assisted by a Regional Supervisor, M,V. Inspectors, 
Asstt. M.V. Inspectors and clerical stall in the matter 
of collection of tax. The Executive Officers carry out 
surprise checks of motor vehicles and report cases of 
vehicles plying without payment of tax so that steps 
can be taken by the Registering Authority to recover 
tax with penalty. The S.T.O. is the administrative head 
of the whole M.V.D. and is assisted by 3 Enforcement 
Supervisors and clerical staff. A schedule showing 
the number and distribution of the Executive Staff of 
the M.V. Department is given in Statement VI, 

8. Assessment,—The procedure adopted for assessment 
of motor vehicles (other than Public Service Vehicles) 
is that the newly registered vehicles are weighed and 
tax class and rate of taxation are determined according 
to weights as per the Tax Schedule and are entered in 
the Registration Certificates. In the case of newly regis¬ 
tered Public Service Vehicles tax is assessed according 
to the seating capacity for which the vehicle is certified. 
The registered owner has to make a declaration and 
the Registering Authority verifies its correctness be¬ 
fore accepting tax. 

In the case of previously registered vehicles, the 
owner concerned has to make a declaration. The Regis¬ 
tering Authority then verifies its correctness by com¬ 
paring it with tax class and rate of taxation entered in 
the Registration Certificate before accepting tax on the 
vehicles. 

Appeal and Revision .—Under section 19-A of the 
Bombay Motor Vehicles Tax Act read with Rule 31 of 
the Bombay Motor Vehicles Tax Rules, 1940, any person 
aggrieved by any order of a Registering Authority made 
under the Act may within a period of 30 days from 
the date on which such order is made, appeal to the 
S.T.O. who is the appellate authority to hear appeals 
under the Act. For this purpose the appellant is re¬ 
quired to pay a fee of Rs. 5 along with the appeal 
memorandum (in duplicate). The appellate Authority 
gives a hearing to the parties before deciding on the 
appeal. 

Collection ,^—As stated before Regional Transport 
Offiers are authorised to recover the B, M, V. Tax levi¬ 
able on motor vehicles operating in their Regions. 
Amounts tendered in payment of tax are received at 
Regional Head Quarters, at sub-office, and also at a 
few District places for the convenience of the motoring 
public. Majority of owners make quarterly payments in 
cash, by cheque, Money order or by treasury chalans. If 
tax is tenderd after the period of grace, owners are given 
the option of paying the prescribed amounts of penalty 
by way of composition of their offences. With a view to 
collecting tax from owners of motor vehicles, tax in 
respect of which remains unpaid, a survey of tax index 
cards is carried out from time to time in each Regional 
Office. Owners who have neither paid taxes nor 
intimated non-use of' their vehicles are served with 
notices informing them that they have committed an 
offence punishable under section 10 of the M. V, Act 
and that they have to pay as penalty sums determined 
in the manner prescribed in rule 17 of the B.M.V. Tax 
Rules. Those who do not pay the requisite tax and 
penalty are prosecuted under section 10 of the Tax Act 
in a Court of Law. In some cases arrears of tax is 
recovered through the Collectors of Districts as arrears 
of Land Revenue. 

In order to detect cases of evasion of tax surprise 
checks are carried out by the Executive Staff of this 
Department and also by the Police and defaulters are 
prosecuted in Courts of Law and in cases of conviction 
tax is recovered under the orders of the Magistrate. 

9, Cost of administration and cost of collection as 
compared with receipts are given in Statement VII. The 
cost of collection comes to about 2 per cent, of the annual 
revenue. 

The administration of the Taxation Department and 
tax collection is being carried out fairly efficiently. 
Ibcons Ltd, have conducted an enquiry in the working 
of the Regional Transport Office with a view to reducing 
delays and increasing its efficiency. Their recommenda¬ 
tions are under consideration. Instructions have however 
been issued, whenever necessary, to the Registering 
Authorities to effect recovery of tax with minimum 
inconvenience to the public. Since, as stated before, 
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arrangements to accept tax have been made at Sub-offices 
and through Government Treasuries, generally no in¬ 
convenience is experienced by the tax payers in this 

regard. 


10. Receipts.—Actual receipts have been shown in 
Statement VII, Trend of receipts is upward. Every 
year the number of motor vehicles registered and 
operated in the State of Bombay is on the increase. The 
rates of taxation were also enhanced with effect from 
1st October 1952 and therefore the receipts on account 
of tax in the year 1952-53 show a considerable increase. 

The receipts from the tax on motor vehicles depend 
on the total number of different types of motor vehicles 
in the State and the rates of taxation applied to them. 
The following table indicates the number of motor 
vehicles registered for purposes of taxation in Bombay 
State during each of the years 1938-39, 1946-47, 1949-50 
and 1951-52 : — 


12. State Road Fund and Expenditure on Roads. Sec¬ 
tion 9(13) of the Bombay M. V. Tax Act, 1935.—From 
the beginning a major portion of the receipts from the 
motor vehicles tax has been earmarked for road ex¬ 
penditure, Under section 9 (3) of the Bombay Motor 
Vehicles Tax Act, 1935, if in any year the proceeds 
of the tax collected under the Act after deducting such 
sum as expenses of collection of the tax as a State 
Government may determine in this behalf, exceed the 
sum of Rs, 26,57,000 the excess amount shall be enter¬ 
ed in a separate account and shall be expended in 
such a manner as the State Government may deter¬ 
mine solely on the construction, improvement and 
maintenance of new and existing roads including roads 
vesting in, belonging to or managed by, any local au¬ 
thority : 


Provided that such expenditure shall be supplement¬ 
ary to and not in substitution for any funds which would 
otherwise be expended on roads by the Provincial Gov¬ 
ernment or by local authorities. 


Table 7, —Number of Motor Vehicles and Revenue 


(Rupees in lakhs) 


Year 

Private 

Cars 

Buses 

and 

Taxi 

Cabs 

Goods 

Vebicles 

Other Total 
Vehicles 

Receipts 
from the 
Motor 
Vehicles 
Tax 

>938-39 . 

I5> 6 i6 

4 »* 9 > 

3 ,U 3 

1,441 

24.46 > 

45 

1946-47 . 

16,436 

4.72 > 

9,152 

M 57 

3 M 66 

78 

>949-50 • 

32,799 

5 > 9 8 4 

16,010 

6,254 

61,047 

1,28 

> 95>-52 ■ 

33 A 35 

6,934 

15,002 

6,568 

61,639 

1,46 



The total number of vehicles in the State has increas¬ 
ed to 61,639 which represents over 20 per cent, of the 
total number of motor vehicles in the country. The annual 
receipts of the tax as a result of the increase in taxa¬ 
tion during 1952-53 will increase by Rs. 60 lakhs per 
annum. 


B. The Bombay Sales of Motor Spirit Taxation Act, 

1946. 

11. A tax on the sale of motor spirit in Bombay State 
was first levied at the rate of one anna per gallon in 
1939-40. This was subsequently raised to 2 annas per 
gallon in 1948 and power was taken to raise it up to 4 
annas per gallon. In June 1952, the tax was accordingly 
raised to 4 annas per gallon. Simultaneously in the 
same month Government amended the sales of Motor 
Spirit Taxation Act and raised the maximum tax to 
6 annas per gallon or 18| per cent, of the sale price. 
The maximum rate was made the effective rate of the 
tax from 1st October, 1952. Unlike the general Sales 
Tax Act of the State, no limit on turnover is laid down 
for a dealer in motor spirit. The tax can be levied at 
such stage of sale between manufacture or import and 
final retail sale as prescribed by rules, powers for which 
have been conferred on Government under section 3 of 
the Act. According to Rule 13 of the Rules framed 
under the Act, the tax since April, 1951 is being collec¬ 
ted at source from importers and manufacturers. This 
has been made possible by the provision that sales of 
motor spirit purchased by a dealer in the State of 
Bombay from a licensed trader are exempt. As a re¬ 
sult retailers do not have to pay the tax provided they 
have purchased it as they are always likely to do from 
wholesalers or importers. Since the tax is largely col¬ 
lected at the source, and since every dealer in motor 
spirit has to be licensed under section 6 of the Act, the 
possibilities of evasion are negligible. On motor spirit 
used as aviation spirit, the tax being levied at half the 
normal rates. 


13. Section 5 A of the Bombay Motor Spirit Sales Tax 
Act , 1946.—In the amendments to the Bombay Sales of 
Motor Spirit Taxation Act, 1946, made in 1952, under 
sub-section () of section 5A, it has been further pro¬ 
vided that “after deducting from the said proceeds, such 
sum not exceeding 50 per cent, of the said proceeds as 
the State Government may determine in this behalf, the 
remaining amount shall be entered in and transferred 
to the State Road Fund referred to in sub-section (3) of 
section 9 of the Bombay Motor Vehicles Tax 
Act, 1935, and shall subject to the provisions 
of the said sub-section (3) be expended in the 
manner and for the purposes stated in the said 
sub-section (3)’\ The State Road Fund to which 
credits are made from the net receipts of the 
motor vehicles tax and the sales tax on petrol, indicated 
in the above provisions, is a non-lapsable fund. Ex¬ 
penditure on works sanctioned from the fund in any 
given year, however, would lapse at the end of the year 
if any amounts remain unspent. This, however, does not 
affect any uncompleted and continuing work sanction¬ 
ed from the State Road Fund because renewal of the 
grant is more or less formal unless experience of the 
implementation of the work is such as demands reconsi¬ 
deration of the grant. Of the various States in India, 
Bombay is the first State to earmark receipts from the 
petrol sales tax to a non-lapsable State Road Fund. Out 
of the amount of Rs. 26 lakhs retained in the general 
budget from the proceeds of the motor vehicles tax. 
Government gives compensation to local boards for the 
abolition of tolls which they used to levy prior to the 
commencement of the Act. During the year 1953-54 
such compensation amounted to Rs. 7-5 lakhs. The 
balance in the general budget is spent after the charges 
of collection of inspection of motor vehicles, etc. It will 
thus be seen that the Government of Bombay does not 
use any of the proceeds of the motor vehicles tax for 
purposes other than road expenditure, vehicle registra¬ 
tion and expenditure on compensation to local authori¬ 
ties because of the tax. What is more the annual ex¬ 
penditure on roads of Government ordinarily exceeds 
the annual receipts from the motor vehicles tax and the 
receipts from the sales tax on petrol. 


14. Road expenditure in the state is being financed 
from receipts in the State Road Fund, grants from the 
Central Road Fund, subvention from the Government 
of India for expenditure on national highways and con¬ 
tributions from general revenues. Up to the year 1952- 
53 receipts in the State Road Fund were collected from 
the receipts of the motor vehicles tax. As a result of 
an amendment to the Bombay Sales of Motor Spirit 
Taxation Act, in 1952 not less than half the receipts 
of the sales tax on motor spirit will now be credited to 
the State Road Fund. Statement IX indicates the ex¬ 
penditure of the Government of Bombay on roads other 
than national highways, while Statement VIII indicates 
the expenditure on national highways during the last 
five years and the budget provision for 1953-54. Includ¬ 
ing the expenditure on national highways, the expendi¬ 
ture on roads in the state has increased from Rs. 160 
lakhs in 1948-49 to Rs, 8-4 crores in 1953-54, Excluding 
the expenditure on national highways, the state expendi¬ 
ture has increased almost five-fold from Rs. 124 lakhs 
in 1948-49 to Rs. 663 lakhs in 1953-54. Taking into ac¬ 
count the merger of states in 1949-50, the state expendi¬ 
ture on roads including the merged areas has increased 
by 360 per cent, from Rs, 1:5 crores in 1949-50 to Rs. 


6:6 crores in 1953-54. The State expenditure on roads 
The annual receipts of the sales tax on motor spirit during the period 1951-52 to 1953-54 is above the targeted 
in the pre-war period were about Rs. 10 lakhs. During expenditure on roads (original works) in the State Five 

the war years the receipts increased to about Rs. 20 Year Plan. Additional road expenditure on other ori- 

lakhs and in 1948-49 as a result of the increase in taxa- ginal works above the targets laid down in the Five 

tion the receipts rose to R$. 53 lakhs. As a result of the Year Plan has been found necessary for increasing em- 

increase in the number of motor vehicles in 1951-52 the ployment opportunities in the scarcity areas of the 

receipts amounted to Rs, 70 lakhs. After the increase state in 1952-53 and to meet the general unemployment 

in the tax from 2 annas per gallon to 6 annas per gallon, situation in 1953-54. The following table compares the 

the receipts in 1953-54 are estimated at Rs, 175 lakhs. expenditure on roads with the receipts from sales tax on 
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motor spirit, the taxation on motor vehicles, receipts 
from the Central Hoad Fund and subvention for nation¬ 
al highways: — 

Table 8. —Road Expenditure related to sources of finance 


(Rupees in lakhs.) 





1952-53 

1953-54 

— 

1949-50 

1951-52 (Revised (Budget 




esti- 

esti- 




mates) 

mates) 

A. Total expenditure on roads 

*97 

276 

5^2 

841 

including national highways. 

B, Receipts — 





(a) Receipts under Motor 

ia8 

146 

‘87 

215 

Vehicles Taxation Act. 


(b) Sales tax on motor 

58 

70 

no 

175 

spirit. 




(<?) Central Road Fund 

3 

26 

76 

135 

(d) Subvention for national 
highways. 

38 

63 

94 

178 

Total 

227 

305 

467 

703 


The subvention for national highways is given by the 
Government of India according to the progress of ex¬ 
penditure. It will seen from the above table that with 
the allocation of 50 per cent, receipts from the petrol 
sales tax to the State Hoad Fund in 1952-53 and the in¬ 
crease of taxation of motor vehicles, the road expendi¬ 
ture of the state ( vide Statements V and VI) now ex¬ 
ceeds the receipts from the sales tax on motor spirit, 
taxes on motor vehicles, the grants from the Central 
Road Fund and the subvention in national highways. 

Question No. 168 

Taking into account (a) the several taxes, Central, 
State and Local, which affect motor transport di¬ 
rectly and business, trade, etc., indirectly, (b) the 
variation in some of these taxes from region to re¬ 
gion and between different categories of vehicles, and 
(c) the relative financial needs of the different taxing 
authorities, both generally and, in particular, for the 
maintenance, improvement and extension of roads, what 
changes, if any, would you introduce in the present sys¬ 
tem of motor vehicles taxation? What degree of unifor¬ 
mity do your suggestions involve? Instead of several 
taxes by different authorities, a consolidated tax has 
been suggested, do you consider this feasible? How 
would you apportion the proceeds among the different 
authorities concerned? 

In India motor transport poys the following taxes:—- 


within a local area by rail have to be imposed as octroi 
on vehicles which carry them from the railway stations 
to the shop keepers. With the increase of through traffic 
on the roads by motor vehicles, and with the closer 
economic connections between towns and the country¬ 
side and among the towns inter se, it is true that a subs¬ 
tantial portion of octroi levy has to deal with goods in 
transit and arrangements for refunds from the tax to 
vehicular traffic in transit are not granted as quickly as 
may be desired. Octroi tax on traffic in transit, therefore, 
becomes vexatious to the motor vehicle users. The 
remedy, however, lies not in abolishing octroi altogether 
but in exemption of traffic in transit or in improving 
arrangements for refund of the tax levied on such traffic. 
All taxes ultimately impinge on saving or consumption. 
If the Centre or the States can levy indirect taxes on 
consumption, like Excise Duties, Import Duties, or the 
Sales Tax, there is no reason why local authorities 
should be denied the rights to levy octroi duties. Though 
the Motor Vehicles Taxation Enquiry Committee have 
recommended the abolition of octroi duties, the Local 
Finance Enquiry Committee which was more intimate¬ 
ly concerned with the scope of the tax have recommend¬ 
ed the retention of octroi on practical grounds as it is 
financially the most productive single item of taxation 
open to municipalities. What is more, the Local Finance 
Enquiry Committee have advocated enabling Central 
legislation for the levy of the Terminal tax so that a 
part of the inconvenience to vehicular traffic may be re¬ 
duced. The above remarks with reference to octroi 
duties also apply to town duties which are similar in 
character. In addition to octroi or town duties some of 
the local authorities recover wheel tax from owners of 
motor vehicles which is borne by motor vehicle users. 
The local authorities also incur corresponding expendi¬ 
ture on roads and the expenditure of State Govern¬ 
ments is ordinarily on roads outside municipal limits. 
What is more, in the case of goods vehicles and passen¬ 
ger buses which ply within municipal limits only and 
pay the wheel tax, the prescribed rates of the State 
motor vehicles tax are 2/3rds of the normal rates. This 
one-third concession in the State Motor Vehicles Tax 
enables such vehicles to bear additional burden of the 
wheel tax. The concession is not granted to private cars 
because possession or use of private cars represents sur¬ 
plus taxable capacity. 

The recommendation of the Motor Vehicle Taxation 
Enquiry Committee to abolish octroi, terminal taxes 
town duties and wheel taxes cannot be implemented in 
practice m a State like Bombay where the receipts from 
these taxes are more than the gains of compensatory 
financial adjustments suggested by the Committee 
through raising of the fuel tax and increased grants 
from the Centre. During the year 1951-52 the local 
authorities derived a total revenue of Hs. 4-5 crores 
from octroi, terminal taxes, town duties and wheel taxes 
as indicated below: — 


Central Taxes —I. 


II. 

III. 

State Taxes *— IV. 

V. 

VI. 


Protective Import Duties on motor vehi¬ 
cles, accessories and spare parts. 

Revenue Import Duty on Petrol. 

Excise Duty on Tyres and Motor Spirit, 

Sales tax on Motor Vehicles, accessories 
and parts. 

Sales Tax on Motor Spirit. 

Motor Vehicles Tax. 


Local Taxes ,— VII. Wheel taxes. 


VIII. Octroi. Town Duties. 


(1) Of the above 8 categories of taxes levied on motor 
vehicles in the State, the Motor Vehicle Taxation En¬ 
quiry Committee *(1950) have recommended that all 
local taxes like wheel taxes, octroi, terminal taxes on 
goods carried by road and town duties should be abolish¬ 
ed; the local authorities should be given grants-in- 
a £ d ? tat ® Governments from the State fuel tax which 
should be levied at the rate of 6 annas per gallon and 
the additional receipts from the Central fuel tax recom¬ 
mended by them. This recommendation of the Com¬ 
mittee proceeds from premises which are somewhat 
illogical. Octroi duties except to the extent they are 
levied on motor vehicles or motor spirit as commodi¬ 
ties are not taxes the incidence of which is borne by 
the owners of the motor vehicles who initially make the 
payment. A major part of the incidence of octroi duties 
is on the goods carried through vehicles for purposes 
of consumption within a local area. 


Under the Constitution, Terminal taxes on goods or 
passengers carried by railway, sea or air are included 
as Entry 89 of the Union List in the seventh Schedule 
to the Constitution. Though the receipts from the Ter- 
minal tax are assigned to the States, necessary enabling 
legislation has to be undertaken by the Centre. No such 
enabling legislation has so far been undertaken by the 
Centre and as a result, taxes on goods even if brought 


Table 9. Receipts of local authorities from octroi> ter - 
minal taxes, town duties and wheel taxes . 


Item 


(a) Octroi— 

(i) Municipalities other than Corporations of Ahme- 
dabad and Poona* 


Receipts 
in 1951-52 
(Rupees in 
lakhs) 

196 


(a) Ahmedabad and Poona Corporations 

(3) District Local Boards. 

(b) Terminal taxes . 

(c) Town duty of the Bombay Corporation 

(</) Wheel tax—Corporations of Bombay, Poona and 
Ahmedabad. 


Total , 4^ 1 


As against this loss in revenue of Rs. 4*5 crores the in- 
creased additional receipts from the petrol sales tax 
from the Centre at the rate of 3J annas per gallon would 
hardly come to Rs. 1 crore. So far as the State fuel tax 
is concerned, the rate of the tax was increased from two 
annas per gallon to 6 annas per gallon in October 1952 
The additional receipts from the tax estimated at Rs 
1-2 crores would, however, be required for State ex¬ 
penditure on extra municipal roads. Programme for 
modernising the surfaces of roads and on other original 
works estimated to cost Rs. 11*6 crores during the 
period 1951-52 to 1955-56. It is not possible, therefore 
to implement the recommendation of the Committee that 
octroi, terminal taxes, town duties and wheel taxes levi¬ 
ed by the local authorities should be abolished and that 
the local authorities should be given compensatory 
grants-m-aid either from the State fuel tax receipts or 
from the additional grants suggested by them from the 
Central petrol duty. 


♦Report of the Governnment of India Motor Vehicle 
Enquiry Committee, paragraph 127, P. 98, 


Taxation 


.uv muiyi vc uuc usci uite me rest oi me population 
should contribute not merely for road expenditure but 
for other general purposes of Governmental activities 
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as well. In the U. S.A. there is one motor vehicle for 
every five persons of the inhabited population. The 
incidence of the taxes on motor vehicles is, therefore, 
widespread and is borne by the entire population as a tax 
on common needs. In India there is one motor vehicle 
for over 1,200 persons and ownership or possession of 
motor vehicles, therefore, represents special taxable capa¬ 
city on which additional claims can be made apart from 
the expenditure requirements for roads. In the United 
Kingdom, the receipts from taxes on motor vehicles are 
not less than the annual Governmental expenditure on 
roads. The Government of Bombay does not subscribe 
to the proposal that the “benefit principle of taxation” 
should be applied wholesale to all the eight categories of 
taxes on motor vehicles described above. By its very 
definition a tax implies an absence of quid pro quo and 
there is no reason why as commodities of consumption 
motor vehicles, accessories and parts as well as motor 
spirit in common with other commodities should not 
contribute to the general revenues. Of the above, taxes 
which should contribute to general revenues are (A) 
Central Protective Import Duties on Motor Vehicles, Ac¬ 
cessories and Spare Parts (i) (B), Central Excise Duty 
on Tyres and Motor Spirit (III), (c) the States Sales 
Taxes on Motor Vehicles, Accessories and Parts and (IV) 
and (D) Octroi Duties (as well as Town Duties) (VIII), 
The Central Import Duties on motor vehicles, accesso¬ 
ries and spare parts are levied in order to protect inter¬ 
nal manufacture of vehicles. The excise duties of the 
Centre, the sales taxes of the States and the octroi 
duties of, the local authorities are all taxes on consump¬ 
tion levied on motor vehicles as on other commodities of 
consumption similarly taxed. The case of octroi is pecu¬ 
liar as indicated in paragraph 1 above. 


There is a case for earmarking receipts from the re¬ 
venue of import duties on petrol, sales tax on motor 
spirit, the motor vehicles tax and wheel taxes for road 
expenditure. While the Government of India derives an 
annual revenue of Rs. 27 crores from the import duty 
on petrol, their direct expenditure on national highways 
and grants to State Governments through the Central 
Road Fund taken together do not exceed Rs, 10 to 12 
crores per annum. So far as the State Governments are 
concerned, they generally spend on the construction 
and maintenance of roads more than what they collect 
by way of sales tax on motor spirit and taxes on motor 
vehicles. While the annual revenue of the Government 
of Bombay from the sales tax on motor spirit (Rs, 175 
lakhs) and taxes on motor vehicles (Rs. 215 lakhs) 
amounts to Rs. 3:9 crores, the budgetted expenditure 
on roads in 1953-54 excluding the provision for national 
highways and expenditure from the Central Road Fund 
amounts to Rs. 417 lakhs. In Bombay State, the general 
revenues, therefore, contribute to the expenditure on 
roads in addition to the receipts from taxes from the 
motor vehicles users. Likewise the local authorities too 
spend their revenue from wheel taxes on roads While 
there is no case for reducing the incidence of the im¬ 
port duty on petrol, in the interests of road develop¬ 
ment in India, it is desirable that the Centre should dis¬ 
tribute larger grants to State Governments for their 
road expenditure, 


In spite of the fact that under the Constitution, the 
major portion of the responsibility for expenditure on 
roads devolves on State Governments and the local au¬ 
thorities, complaints have often been made not so much 
against Central taxes as against taxes of State Govern¬ 
ments and the local authorities. Suggestions have been 
made or consolidation of all States and local taxes in the 
form of the State’s fuel taxes and the State Motor Vehi¬ 
cles Tax. It has been suggested that the State’s fuel tax 
will replace all wheel taxes, terminal taxes, town duties 
and octrois. The Motor Vehicles Taxation Enquiry Com¬ 
mittee have recommended that such a State fuel tax 
with an incidence greater than that of the motor spirit 
tax as levied by the State Governments in the year 1950 
should be uniform in all States and should be collected 
by the Centre as a surcharge on the Central duty of 
motor spirit. The Government of Bombay does not ac¬ 
cept this view of the Committee. Central collection of 
the fuel tax would be followed by inter-State quarrels 
over a fair basis of distribution of the receipts. Past 
experience of the Bombay Government in the distribu¬ 
tion of divisible taxes levied and collected by the Centre 
has not been at all satisfactory. They, therefore, do not 
recommend any Central collection of taxes within the 
States. The Government of Bombay has raised its own 
motor spirit tax to the limits suggested by the Motor 
Vehicles Taxation Enquiry Committee, The Government 
of Bombay does not accept proposals for abolition of 
octroi, or terminal taxes by the local authorities for 
reasons already stated. It has been suggested that the 
motor vehicles tax of the State Government and the 
wheel taxes or taxes on animals and vehicles levied by 
local authorities should be consolidated into a single 
motor vehicle tax and that the local authorities should 
be compensated by the State Government for their re¬ 
venue from the wheel tax. In this connection it is per¬ 
tinent to note that the wheel taxes as a source of revenue 


in the Bombay State are important largely to the Cor¬ 
porations of Bombay and Ahmedabad, If the Wheel Tax 
rates were added to the general motor vehicles tax rates, 
the total tax will be unduly burdensome on motor vehi¬ 
cle users outside the limits of these local authorities. It 
is also to be noted that in lieu of the wheel taxes, the 
users of motor vehicles in the cities get the benefit of 
lower operational cost on account of better roads in 
large industrial areas. 

Since the Government of Bombay does not accept pro¬ 
posals for consolidation of taxes on motor vehicles levied 
by the State Government and the local authorities the 
problem of distribution or apportioning of the proceeds 
does not arise. The State Government is however con¬ 
sidering the possibility of collecting the wheel tax on 
behalf of the Local Authorities, so that the motor vehi¬ 
cle owners may have the convenience of a single pay¬ 
ment. 

Uniformity in taxation of motor vehicles should be 
ensured not so much with reference to the rates of the 
tax as the basis of taxation. The uniform basis of taxa¬ 
tion on various categories of motor vehicles can be en¬ 
sured by Central Legislation under Entry 35 in List 3 
(Concurrent List) of the 7th Schedule of the Constitu¬ 
tion. Generally private cars should be taxed according 
to their registered unladen weight, taxi cabs and buses 
according to their seating capacity and goods vehicles 
according to their registered laden weighty Trailers 
attached to vehicles should be charged additional tax. 
As between vehicles fitted with pneumatic tyres and 
those not so fitted the latter causes more damage to 
roads and should therefore be charged an additional tax. 
As between vehicles that use petrol and those that use 
other type of fuel like diesel, the later involve lower 
operational costs because of the heavier specific taxa¬ 
tion on petrol in India. There should, therefore, be a 
surcharge on diesel-driven vehicles. The surcharge 
should not, however, be so high as to make diesel driven 
vehicles more costly than petrol-driven vehicles. Under 
the existing conditions of fuel use in India, diesel driven 
vehicles deserve encouragement and more extensive use. 
There should be no discrimination in the incidence of 
the tax as between passenger traffic vehicles and goods 
vehicles as both cause equal damage to the roads. The 
ceilings may be fixed for the taxation of vehicles in 
such a manner that there is equity of the relative inci¬ 
dence of the tax between one category of vehicles in 
relation to other categories and between various types 
of vehicles in the same category.. The ceilings should not 
be such as would lead to the necessity for reducing the 
rate of motor vehicles taxes levied at present by the 
State Governments and local authorities in India, 

Question No. 169 

To what extent and in what manner , in your view* 
should the proceeds from motor tjehicles taxation be 
earmarked for road maintenance and developments 

As indicated in answer No, 168, only the receipts from 
Central Import Duty on petrol, a portion of the State 
sales tax on motor spirit, the State motor vehicles tax 
and wheel taxes of local authorities should be related 
to road expenditure. In the Bombay State according 
to section 9(3) of the Bombay Vehicles Tax Act, 1935, all 
the net receipts from the State’s Motor Vehicles Tax 
Act in excess of Rs. 26*5 lakhs are transferred to a 
separate non-lapsable Fund called the State Road Fund- 
To the State Road Fund are also credited not less than 
50 per cent, of the net receipts from the sales tax on 
motor spirit according to the provisions of sub-section 
(2) of section 5-A of the Bombay Sales of Motor Spirit 
Taxation (Amendment) Act, 1952. The actual expendi¬ 
ture of the §tate Government on roads is larger than 
the annual receipts in the State Road Fund, grants 
from the Central Road Fund and Central subvention 
for national highways. Government’s expenditure on 
roads also exceeds the whole of the annual receipts from 
motor vehicles tax and the sales tax on petrol. The ex¬ 
penditure of local authorities particularly the Corpora¬ 
tion of Bombay which levies the wheel tax is also pro¬ 
portionate to the receipts from the wheel tax. In view 
of the fact that the major portion of the expenditure on 
roads in India under the Constitution has to be provided 
by the State Governments while the major portion of 
the receipts from taxes on motor vehicles go 
to the Centre, it is desirable that if expenditure 
on roads is to be increased, larger grants should 
be made available from the Central Road Fund 
to the States. The share of State Governments in the 
petrol duty at 2 annas per gallon of petrol consumed in 
each State has remained unchanged for over two de¬ 
cades ever since the Central Road Fund Resolution of 
1930 was framed. Receipts of the Government of India 
from the petrol duty in the meantime have increased 
from a little over Rs. 2 crores per annum to over Rs. 27 
crores in 1953-54. 

While the expenditure of Governmental authorities, 
Central, State and Local, should be in proportion to 
their receipts from the Central Import Duty on Petrol, 
the State Motor Vehicles tax, the State Motor Spirit tax 



and the wheel taxes, the annual rates of the taxes need 
not be fixed directly in relation to the financial require¬ 
ments of road expenditure in the same year. The rates 
of these taxes from year to year may be fixed in the 
light of given monetary and economic conditions in 
general and the taxable capacity of the motor vehicle 
user in particular. Under inflationary conditions the 
rates may have to be fixed at high levels with the re¬ 
sult that the receipts may be in excess of the annual 
requirements of road expenditure. A high level of road 
expenditure, which involves more use of labour and less 
use of capital under such conditions may not be justified. 
This, however, does not mean that the rates of motor 
vehicle taxes should be reduced, or cannot be increased. 
Conversely under conditions of a depression the rates 
may have to be reduced but expenditure on roads has to 
be at a high level in order to provide employment and 
to encourage aggregate demand. Receipts and expendi¬ 
ture from the Road Fund should balance not annually 
but cyclically over a number of years. 

Question No. 170. 

Have you any specific comments to make on the main 
recommendations of the Motor Vehicles Taxation En¬ 
quiry Committee , 1950? 

While the diagnosis of the Motor Vehicles Taxation 
Enquiry Committee that heavy Central taxation of 
motor vehicle users leaves less scope for taxa¬ 
tion by State Governments even though the States 
carry under the Constitution the major responsi¬ 
bility for road expenditure is factually correct, 
the remedies suggested by the Committee fol¬ 
low from illogical premises. If it is true that the Centre 
appropriates the major portion of tax revenue from 
taxes on motor vehicles whilst the States and local 
authorities bear major portion of the liabilities of road 
expenditure, the obvious remedy is either to reduce the 
burden of Central taxation so that the States can ex¬ 
ploit their taxes more fully or in the alternative there 
should be larger transfers from the Central Road Fund 
for the States. The diagnosis does not suggest any 
lower level of State or Local taxes. The remedies sug¬ 
gested by the Committee for a Central Surcharge on 
Motor Spirit for the States, or abolition of local taxes 
thereby leading to larger Central grants to States, as 
well as larger State grants to local authorities are 
against the basic principles of a democratic federal 
policy and the need to foster the development of Local 
self-Government institutions. A system of grants-in-aid, 
apart from its inherent danger of Centralisation, invol¬ 
ves routine delays of approval of expenditure and need¬ 
less supervision. Independent exploitation of tax resour¬ 
ces is a quicker remedy to larger road expenditure than 
needless Centralisation. The Committee have suggested 
few, if any, changes in Central taxes. The Government 
of Bombay does not accept the Committee’s suggetion 
that the State fuel tax according to ceilings recommend¬ 
ed by them should be collected as a Central surcharge 
because of the likely complications that would arise in 
the inter-State distribution of Centrally collected fuel 
tax. The Motor Vehicles Taxation Enquiry Committee 
also recommended a pooling of petrol prices so that 
there may not be any disparity in the prices of petrol 
in various States. This recommendation of the Com¬ 
mittee is one-sided. It is not merely in the case of petrol 
that prices vary from State to State. There are wide 
disparities between State and State in the case of prices 
of foodgrains, cloth and other more essential necessi¬ 
ties of life also and unless a uniformity of prices is 


ensured in these more essential articles, there is no 
reason why a uniformity in petrol prices should be en¬ 
forced to the detriment of the financial interests of the 
people of maritime States. The Motor Vehicles Taxation 
Enquiry Committee have recommended the abolition 
of octroi duties, wheel taxes, and other taxes levied by 
the local authorities. This recommendation of the Com¬ 
mittee has followed from an inadequate appreciation of 
the real incidence of such taxes. The recommendation 
runs counter to the report of the Government of India’s 
Local Finance Enquiry Committee who may be grant¬ 
ed a closer appraisal of the scope of these local taxes 
in the system of local finance in India at the present 
day. The computation of the incidence of taxes on 
motor vehicle users by the Committee gives an exagge¬ 
rated picture of the burden of taxation inasmuch as 
the incidence has not been compared to the relative 
taxable capacity of various categories of motor vehicles 
in India, 

The motor vehicles Taxation Enquiry Committee in 
paragraph 127 of their Report have recommended that 
the sales tax on motor vehicles, accessories and parts 
should be levied not at the luxury rates but at the ordi¬ 
nary rates. It is a misnomer to call the higher than the 
ordinary sales tax rate on selected articles levied by State 
Governments in India a tax on Luxuries. The higher 
than the ordinary rate of the tax is applied in Bombay 
State not merely to motor vehicles but also to articles 
such as fountain pens, clocks, watches, cigarette cases, 
lighters, typewriters, musical instruments, table and cut¬ 
lery including knives, forks and spoons, playing cards. 
All these articles are not so much luxuries as conven¬ 
tional necessities in urban areas and there is no reason,, 
why motor vehicles, compared to these articles, should 
be granted any favoured treatment particularly when, 
as has been indicated earlier, ownership or possession of 
motor vehicles in India represents more than the ordi¬ 
nary taxable capacity of the common man. It may, how¬ 
ever, be necessary to remove special sales tax on parta 
of motor vehicles for other reasons. 

Question No. 171. 

Have you any suggestions to make regarding the exten¬ 
sion of taxation to, or increase of present taxation on, 
users of road other than motor vehicles! How would you 
classify the users , what rates would you suggest and 
who , in your view , should be taxing authorities ? How 
would you, dispose of the proceeds ? 

Apart from the motor vehicle user, wear and tear to 
roads is also caused by bullock carts and other animal- 
drawn vehicles as well as pedestrians. The Committee 
themselves are not in favour of levying any specific 
taxes on bullock carts used in the rural areas though 
they have recommended taxation of bullock carts ply¬ 
ing for hire and carriage of goods on the urban 
roads. The Committee have, however, recommended 
that a cess on land revenue at the rate of one anna in 
the rupee should be levied and earmarked for road ex¬ 
penditure. This recommendation of the Committee, how¬ 
ever is not so much based on the necessity for taxing 
users of the road other than the motor vehicle users 
but on the review of the present incidence of land re¬ 
venue in India. The question of revising land revenue 
is one that should be decided by itself. If should not 
be related to the general financial requirements of road 
expenditure because the Committee themselves have 
not recommended the taxation of bullock carts used in 
the rural areas. 


STATEMENT III 

Statement showing the rates of tax on motor vehicles levied from time to time in Bombay State during the period 1936-37 to 1953-54 



Rate from 

Rate from 

Rate from 

Rate from 


Class of motor vehicle 

1 st April 

2nd May 

1st June 

1st October 

Remarks 


1936 to 1 st 

1940 to 31st 

1950 to 31st 

1952 onwards 



May 1940 

May 1950 

Sept. 1952 



-r*.._t \ r u: _ 1 __ . <__.. .._■ ■, 

Rs. 

Rs, 

Rs. 

Rs. 



Part I.—Motor Vehicles using motor spirit.— 


A, Motor Vehicles fitted solely with pneumatic tyres: — 

I. Motor cycles and tricycles (including motor-scooters 
and cycles with attachment for propelling the same by 
mechanical power) not exceeding 8 cwt. in weight, 
unladen : 


(a) Cycles not exceeding 200 lbs. weight, unladen . 

18 

18 

18 

24 

(b) Cycles exceeding 200 lbs. weight, unladern 

24 

24 

24 

32 

(c) Tricycles ....... 

24 

24 

24 

32 

{d) Cycles or tricycles used for drawing a trailer or 
sidecar, in addition to above rates. 

3 

3 

3 

5 

II. Motor vehicles not exceeding 5 cwt. in weight unladen, 
adopted and used for invalids. 

5 

5 

5 

5 
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STATEMENT III —Gonld. 


Class of motor vehicle 

Rate from 

1st April 
1936 to 1 st 
May 1940 

Rate from 
2nd May- 
1940 to 31st 
May 1950 

Rate from 

1st June 
1950 to 3i st 
Sept. 1952 

Rate from 

1 st October 

1952 onwards 

Remarks 

III. Motor vehicles including tricycles used for the 
transport or haulage of goods or materials weighing 
more than 8 cwt. unladen : 

Rs. 

Rs. 

Rs. 

Rs. 


(i) Vehicles not exceeding 15 cwt, in weight, 
unladen. 

180 

150 

150 

250 


(it) Vehicles exceeding 15 cwt., but not exceeding 
30 cwt. in weight, unladen. 

300 

150 

150 

250 


(iii) Vehicles exceeding 30 cwt, but not exceeding 
50 cwt, in weight, unladen. 

400 

240 

240 

400 


(tv) Vehicles exceeding 50 cwt, but not exceeding 

60 cwt, in weight, unladen. 

450 

240 

240 

400 


(0) Vehicles exceeding 60 cwt. but not exceeding 

70 cwt. in weight, unladen. 

450 

360 

360 

600 


(vi) Vehicles exceeding 70 cwt. but not exceeding 

90 cwt. in weight, unladen. 

500 

360 

360 

600 


(vii) Vehicles exceeding 90 cwt. but not exceeding 
120 cwt. in weight, unladen. 

5°° 

440 

440 

787 


(viii) Vehicles exceeding 120 cwt. but not exceeding 
150 cwt, in weight, unladen. 

5°° 

520 

520 

980 


(ix) Vehicles^ exceeding 150 cwt. but not exceeding 
155 cwt. in weight, unladen. 

500 

520 

640 

1,080 


(x) Vehicles exceeding 155 cwt. in weight unladen 

5 °° 

520 

640 1,080 

plus Rs. 67 



for every addl. 
5 cwt, or part 
thereof. 


Additional tax payable in respect of such vehicles used 
for drawing trailers : 


(1) for each trailer not exceeding one ton in weight, 
unladen; 

150 

150 

150 

250 

(2) for each trailer exceeding one ton but not exceeding 
two tons in weight, unladen; and 

240 

150 

150 

250 

(3) for each trailer exceeding two tons in weight 
unladen: 

240 

240 

240 

400 


Provided that two or more vehicles shall not be charge¬ 
able under this clause in respect of the same trailer: 


Provided further that the rates for motor vehicles re¬ 
gistered for use solely within municipal and can¬ 
tonment limits shall be two-thirds of the aforesaid rates. 

IV. * Mo tor vehicles (including tricycles) plying for 
hire and used for the transport of passengers : 

(a) vehicles licensed to carry not more than two 
passengers; 

(b) vehicles licensed to carry three passengers 
(e) vehicles licensed to carry four passengers 


( d) vehicles licensed 
passengers. 


to carry more than four 


88 


104 


60 


120 


240 


88 120 120 240 

plus 16 for plus 16 for plus 16 for plus 32 for 
every addl. every addl. every addl. every addl. 
passenger in passenger in passenger in passenger in 
excess of two. excess of four . excess of four, excess of four. 


Provided that the rates for motor vehicles registered 
for use solely within municipal and cantonment 
limits shall be two-thirds of the aforesaid rates. 


(t) ^During 1st April 
1936 to 1st May 
1940 the rates pre¬ 
scribed were subject 
to a maximum of Rs. 
500. in municipal 
limits and in other 
cases. 


V. * Breakdown vans used for towing disabled vehicles 


VI. Motor vehicles other than those liable to tax under 
the foregoing provisions of the Schedule : 

(a) vehicles not exceeding 15 cwt. in weight, unladen 

(i) vehicles exceeding 15 cwt. and not exceeding 
30 cwt. in weight, unladen. 


Nil 


Nil 


40 

60 


40 

60 


40 

60 


240 (») to 31st May 1950 
and 1st June 1950 to 
31st September 1952. 
the rates prescribed 
were subject to a 
maximum of Rs. 
333-6-0 in municipal 
and cantonment 
limits and of Rs. 
500 in other cases. 

(ill) From 1 st October 
1952 onwards, no 
maxima have been 
laid down and the 
rates prescribed are 
charged without any 
maximum limit. 

200 *This entry was inserted 
as “IV-A” from 1st 
June 1950 and was re¬ 
numbered as “V” from 
1st October 1952. 


60 

90 


32—1 T. E. Com. (N. D.)/55 
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STATEMENT III —Concld. 


Glass of motor vehicle 

Rate from 

1 st April 
1936 to 1st 
May 1940 

Rate from 
2nd May 
1940 to 31st 
May 1950 

Rate from 
1st June 
1950 to 31st 
Sept, 1952 

Rate from 

1 st October 

1952 onwards 

Remarks 


Rs. 

Rs. 

Rs. 

Rs. 


(c) vehicles exceeding 30 cwt. and not exceeding 
45 cwt. in weight, unladen. 

80 

80 

80 

120 


(d) vehicles exceeding 45 cwt. in weight, unladen . 

(e) additional tax payable in respect of such vehicles 

used for drawing trailers— 

110 

110 

110 

200 


(l) for each trailer not exceeding 1 ton in weight, 
unladen. 

25 

25 

25 

40 


(2) for each trailer exceeding 1 ton in weight, 
unladen. 

50 

5° 

5° 

80 



Provided that two or more vehicles shall not be charge¬ 
able under this clause in respect of the same 
trailer. 


B. 

motor vehicles other than those fitted solely 

with The rates 

The tales 

The rates 

The rates 


pneumatic tyres. 

shown in 

shown in 

shown in 

shown in 


Glass A 

Class A 

Class A 

Class A 



plus 50 per 

plus 50 per 

plus 50 per 

plus 50 per 



centum. 

centum. 

centum. 

centum. 

C, 

Motor vehicles visiting the State of Bombay . 

. 



.. The rates as shown in 


Parts A and B are 
applicable according to 
the period of stay as 
notified from time 
to time. 

D, Dealers in or manufacturers of motor vehicles — 


For a general licence 


(1) 

in respect of any seven or less number of motor 
vehicles. 

300 

300 

3°° 

500 

(2) 

in respect of every additional seven or less 
number of motor vehicles. 

300 

3 °° 

300 

500 

Part II- 

-Motor vehicles using fuel other than motor 

Same rates 

Same rates 

Same rates 

The rates 

spirit. 

as in Parti. 

as in Part I. 

as in Part I. 

shown in 





Part I, plus 
a surcharge 



of 50 per 
centum pro¬ 
vided that 
such sur¬ 
charge shall 
in no case 
exceed Rs. 
800. 


STATEMENT IV 

Maximum Rates of Motor Vehicle Tax under section 3 of the Bombay Motor Vehicles Taxation Act , 1935, as amended in 1952 

Maximum annual 
rate of tax 

Part I.—Motor vehicles using Motor spirit:— Rs. 

A. Motor vehicles fitted solely with pneumatic tyres— 

I, Motor cycles and tricycles (including motor-scooters and cycles with attachment for propelling the same by 
mechanical power) not exceeding 8 cwt. in weight, unladen—* 

(a) Cycles not exceeding 200 lbs. in weight, unladen .......... 24 


(6) Cycles exceeding 200 lbs. in weight, unladen ........... 32 

(c) Tricycles 32 

(d) Cycles or tricycles used for drawing a trailer or sidecar, in addition to above rates .... 5 

Cl Motor vehicles not exceeding 5 cwt. in weight unladen adapted and used for invalids .... 5 

III. Motor vehicles (including tricycles) weighing more than 8 cwt. unladen used for the transport or haulage of 
goods or materials— 

(a) Vehicles the registered laden weight of which does not exceed 30 cwt. ....... 300 

( b) Vehicles the registered laden weight of which exceeds 30 cwt. but does not exceed 60 cwt. . . . 

{c) Vehicles the registered laden weight of which exceeds 60 cwt. but does not exceed 90 cwt. . . . 720 

(d) Vehicles the registered laden weight of which exceeds 90 cwt. but docs not exceed 120 cwt. . . . 960 

(e) Vehicles the registered laden weight of which exceeds 120 cwt, but does not exceed 150 cwt. . . . 1,200 

(/) Vehicles the registered laden weight of which exceeds 150 cwt. 100 


for every 5 cwt. or part 
thereof, 
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STATEMENT M V—Contd. 


Maximum annual 
rate ol' tax 

Rs. 


(. 8 ) Additional tax payable in respect of such vehicles used for drawing trailers— 

(1) for each trailer the registered landen weight of which does not exceed 40 cwt. . . . * 

(2) for each trailer the registered laden weight of which exceeds 40 cwt. ...... 

Provided that two or more vehicles shall not be chargeable under this clause in respect of the same trailer ; 

Provided further that the rates for motor vehicles registered for use solely within municipal and cantonment limits: 
shall be two-thirds of the aforeasid rates. 

IV. Motor vehicles (including tricycles) plying for hire and used for the transport of passengers— 

(a) Vehicles licensed to carry in all not more than two passengers ........ 

(b) Vehicles licensed to carry in all more than two but not more than four passengers .... 

(c) Vehicles licensed to carry more than four passengers .......... The 


The rate specified in 
(b) above plus Rs. 
32 for every passes 
ger in addition to 
four passengers, 
which the vehicle 
is so licensed to 
carry. 


Provided that the rates for motor vehicles registered for use solely within municipal and cantonment limits 
shall be 2/3rd of the aforesaid rates. 

V. Breakdown vans used for towing disabled vehicles ........... 

VI. Motor vehicles other than those liable to tax under the foregoing provisions of the Schedule— 

(а) Vehicles not exceeding 15 cwt. in weight, unladen .......... 

(б) Vehicles exceeding 15 cwt. but not exceeding 30 cwt. in weight, unladen ...... 

(c) Vehicles exceeding 30 cwt. but not exceeding 45 cwt. in weight, unladen ...... 

(■ d ) Vehicles exceeding 45 cwt, in weight, unladen ........... 

B, Motor vehicles other than those fitted solely with pneumatic tyres ......... 1 


C. Motor vehicles visiting the State of Bombay .... 

D, Dealers in or manufacturers of motor vehicles—For a general licence— 

(1) in respect of any seven or less number of motor vehicles . 

(2) in respect of any additional seven or less number of motor vehicles 

Part II.—Motor vehicles using fuel other than motor spirit 


The rates shown in 
Class A, plus 50 per- 
centum. 

The rates prescribed 
in the rules. 


The rates shown in 
Part I, puls a sur* 
charge of 50 per- 
centum provided that 
such surcharge shall 
in no case exceed 
Rs. 800. 


STATEMENT V 

Showing the effective rates 0/ levy 9/ Motor Vehicles Tax laid down in Government Notification , Home Department, No . 56/6-II, dated 17 th November 1952* 
under the B. M. V\ T. Act., 1935, and the maximum rates recommended by the M, V, T. E. Committee 


Class of Vehicle 

Rates of Tax suggested by M. V.T.E.G. 

Effective Rates charged in Bombay 
State since November, igga 

Part I.—Vehicles using Motor Spirit as fuel— 




A. Vehicles fitted with Pneumatic Tyres— 



Rs, 

Motor Cycle ...... 

. Rs. 18—Flat rate .... 

M/Cycles not exceeding 200 lbs. 

24 



M/Cycles exceeding 200 lbs. 

33 

Motor Cycles and Combinations * 

. Rs. 24—Flat Rate .... 

Side car attached to M/Cyclcs 
not exceeding 200 lbs. 

29 

Motor Gars , * . « . 

. Rs. 15 per every 500 lbs. U.W, or 
part thereof up to 2,500 lbs. plus 
Rs. 25 for every additional 500 
lbs. U. W, or part thereof beyond 
2,500 lbs, 

Side car attached to M/Cycles 
exceeding 200 lbs. 

37 


2,000 lbs. Rs. 60 


90 


2,500 lbs, Rs, 75 ... 


90 


3,000 lbs. Rs. 100 


90 


3,500 lbs. Rs. 125 


120 


4,000 lbs, Rs. 150 


120 


4,500 lbs, Rs. 175 


120 


5,000 lbs. Rs. 200 


120 


5,500 lbs. Rs. 225 


200 


For every additional 500 lbs, U. W. 
or part thereof Rs. 25 arc charged 
extra. 
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STA TEMENT V—Comd. 


Class of Vehicle 


Goods Vehicles licensed laden weight 


Public Passenger Vehicles 


Rates of Tax suggested by M.V.T.E.C. 


Effective Rates 
State since 


Charged in Bombay 
November, 1952 


B. Vehicles not fitted with pneumatic Tyres . 

Part II.—Vehicles using fuel other than Motor spirit 


Up to 1,000 lbs. Rs. 100 
4,00 lbs. Rs. 220 
8,000 lbs. Rs, 420 . 
18,000 lbs. Rs. 1,020 


Rs. 

*250 

400 

600 

1,214 


4 Passengers Rs. 300 ... *240 

8 Passengers Rs. 600 . . . 368 

26 Passengers Rs. 2,040 . . . 944 

32 Passengers Rs. 2,400 ... 1,136 

Above 32 scats add Rs. 32 per scat p.a. Above 32 scats add Rs. 32 per seat p.a. 


Rates indicated in A above plus 
50 per cent. 

The rates shown in part I plus a 
surcharge of Rs.500 p.a, in the case 
of goods vehicles. In the case of 
passenger vehicles, other than 
Taxi-Cabs, the surcharge may 
be Rs. 800 per annum, No. 
surcharge on any other vehicles 
including taxi-cabs. 


in A above plus 50 


Rates indicated 
per cent. 

The rates shown in part I plus sur¬ 
charge of 50 per cent, provided that 
such surcharge, shall in no case 
exceed Rs. 530. 


* The rates of the tax on goods Vehicles, taxis and bmes registered for use solely within municipal and contonment limits in Bombay State are two-thirds of their 
respective rate? indicated above. 
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STATEMENT VII 


Year 


1 946- 47 

1947- 48 

1948- 49 

1 949- 50 

1 950- 5 1 

195 1 "52 

1952- 53 

1953 - 54 


Receipts under Cost or Collection Cost of Administration 
P.M.V.T. (Including cost of 

collection) 


Rs. 

Rs. 

Rs. 

65.68,392 

2,89,170 

7,83,984 

82,45,485 

3,04,568 

8,77,270 

98,37,264 

3,18,855 

9,86,166 

1,10,08,246 

3,69,818 

* 2,09757° 

1,23,66,110 

3,82,848 

*2,55,960 

*724,55,816 

4,13,1 l6 

13,53739° 

1 } 54>85:. *°2 

4,10,248 

*3,26,719 

2,00,00,000 

Estimated. 

, 4; 197356 
Estimated. 

*37807572 

Estimated. 


STATEMENT VIII 


Expenditure on National Highways 


(Rupees in thousands) 


Accounts Accounts Accounts Accounts Revised Budget 

1948-49 1949-5° 195°"5 1 i95*-5 2 *952-53 1 953-54 


■ 50 -Civil works—National Highways — 


Original Works. 1,39 7,'8 8,59 23,20 48,03 1,14,05 

Re P airs . 30.88 27,81 31,19 34,32 37,77 47,73 

Establishment.4 1 h ^ J 2.9° 3.'3 3.12 5,22 7,72 14,56 

Tools and Plant. 32 35 40 58 86 1,62 

Total . 35,49 38,47 43.3° 63,82 94,38 1,77,96 

Works .. ; :*.j j” 4.6 i 10,66 12,11 29,00 56,61 1,30,23 

Re P alrs . 20,88 27,81 31,19 34.82 37,77 47,73 


STATEMENT, IX 


Expenditures on Roads other than National Highways 


(Rupees in thousands) 


Accounts Accounts Accounts Accounts Revised Budget 

1948-49 1949-5° 1 95°-5i * 95 *-53 1 95 2 -53 *953-54 


50-Civil Works—Original Works — Communications — 

Ordinary and P, W. R. . 

C. R. F... . 

Repairs to Communications 
81-Civil Works 
State Road Fund— 

Works 

Repairs 

Total 


32,99 

40,94 

3°,72 

34,57 

90,00 

68,52 

3,9* 

2,74 

3,46 

26,23 

76,51 

I ?35> 2 4 

6 9>93 

91,75 

45, ■ 9 

40,61 

43774 

4M9 

4,48 

>3,85 

■3,36 

*°,54 

14,00 

. 20,45 

12,90 

6,63 

»,33 

32,85 

1,61,13 

3» io 723 


3,41 

71,82 

69,05 

83,00 

86,61 

*,24,21 

■,59,32 

1,75,88 

2,13,85 

4,68,38 

6,63,54 

54,28 

64,16 

58,87 

1,04,19 

3,4>,64 

57*3>99 

69,93 

95 ,i 6 

1,1-7,01 

1,09,66 

1,26,74 

*749797 


Works 

Repairs . 
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VI AND VII. STAMP DUTIES AND COURT FEES. 

1. Stamp duty is a method of levying taxes and not 
a single category of a tax itself as almost any tax, a 
tax on written instruments, sales tax, a tax on entertain¬ 
ments or a tax on consumption of electricity, etc* could 
be collected through a stamp duty. Stamp duties in the 
State are levied on judicial and non-judicial instruments. 
The judicial instruments are taxed under the Indian 
Court Fees Act of 1870 as adapted for the Bombay 
State. The non-judicial instruments are taxed under the 
Indian Stamp Act of 1899 as adapted and amended 
from time to time by the Bombay Finance Act. 

Taxation of Non-Judicial Instruments 

2. In Schedule I to the Stamp' Act, there are 65 differ¬ 
ent articles prescribing rates of duty for different types 
of instruments. These include agreements or memoranda 
of agreement, bills of exchange, bonds, hundis, convey¬ 
ance (transfers of property etc.), promissory notes, ins¬ 
truments relating to insurance, share transfers, mort¬ 
gages, leases, partitions, settlements etc. Some of the 
instruments are taxed at specific rates irrespective of 
the consideration involved in the instruments. Such 
instruments include articles of associations, composition 
deeds, copies or extracts of documents, divorce, forward 
market transactions in cotton and oil seeds, reconvey¬ 
ance release, revocations etc. The major portion of the 
duty, however, is derived from ad valorem rates ap¬ 
plied to instruments such as bills of exchange, convey¬ 
ance, share transfer transactions whether ready deli¬ 
very transactions or those of the forward markets, bonds 
mortgages, leases etc. While the rates of duty on each 
type of instrument differ from one another, three prin¬ 
cipal scales or schedules of rates are generally applied 
which cover the majority of instruments taxed at ad 
valorem rates. These are:-— 


bonds, debentures, leases (of less than 3; years), mort* : 
gage (without possession), partition, release, settlement 
(of movables) and others. There are some categories of 
bonds like indemnity bond, surety bonds, security bonds, 
administration bonds etc. on which for all consideration 
above Rs. 1,000 per instrument, there is no ad valorem 
increase in the rate of duty but a fixed duty of Rs.. 10. 
On all these instruments a surcharge of about 50 per 
cent, as described above is levied. 

The conveyance rates duty are applied to all instru¬ 
ments which involve— 

(i) Tralnsfers of movable or immovable property; 

(ii) Leases above 3 years; 

(Hi) Gifts; 

( iv) Settlements of immovable property;* 

(u) Certificates of sales, etc. 

The rates of duty including a surcharge adjusted ac¬ 
cording to the value of consideration are as follows: — 


Type of instrument Percentage of rate of ■ 

duty 

(1) Movable property of any kind . . 21/4 per cent- 

(2) Rural immovable property . . 21/4 „ 

(3) Urban immovable properties other 3 * „ 

than those in the areas of Greater 

Bombay, A’ bad, Poona, Surat and 
Sholapur. 


(i) A schedule applied to bills of exchange which 
is also applied to a number of other instru¬ 
ments; 

(ii) A schedule applied to bonds which is similarly 
applied to a number of other instruments; and 

(in) A schedule applied to conveyance and other 
similar instruments. 

In the year 1943, a surcharge of 50 per cent, of the 
leviable duty was imposed on non-judicial stamps, the 
rates of taxation on which are governed by State laws. 
Bills of exchange and promissory notes, however, have 
been excluded from the purview of the surcharge be¬ 
cause the levy of a surcharge on these depends on cen¬ 
tral consent and legislation. On other instruments, the 
operative rates of the surcharge are as follows: — 

Rate of 
surcharge 

Amount of stamp duty applied 

since 1943 

- i _ __ 

As. 


A fraction of a rupee not exceeding one anna , 1/2 

A fraction of a rupee exceeding one anna but not 1 

exceeding 2 annas, 

A fraction of a rupee exceeding 2 annas but not exceeding 2 

4 annas. 

A fraction of a rupee exceeding 4 annas but not exceeding 4 

8 annas. 

A fraction of a rupee exceeding 8 annas ... 6 

A whole rupee 8 


3. The Principal Schedules of Rates. —On instruments 
other than those used in the forward markets, the ad 
valorem rates of duty are as follows: — 

The bills of exchange rate of duty is 3 annas for every 
Rs. 200 of the consideration stated on the instrument. 
The rates vary according to slabs on a slightly regres¬ 
sive scale such that or a consideration of Rs. 10,000, the 
rate of the duty is Rs. 9 rather than Rs. 9-6-0, These 
rates are applicable to instruments relating to bills of 
exchange, hundis, promissory notes payable otherwise 
than on demand, and agreements relating to the depo¬ 
sit of title deeds (more commonly known as equitable 
mortgages). 

4. The bond duty rate is 12 annas per cent, up to the 
first Rs. 1,000 of the value of the instrument and there¬ 
after for every Rs. 500 the rate applied is Rs. 3-12-0. 
The bond rate has been prescribed for instruments of 


(4) Urban immovable properties in the 41/2 ,, 

City of A*bad, Poona, Surat and 

Sholapur. 

(5) Urban immovable properties in Greater 6 39 

Bombay. 

5. Stamp Duty on Forward Markets.— While there 
are forward markets in stocks and shares and 
in important commodities like cotton, bullion, spices, 
oil-seeds and jute in important cities of most 
States, Bombay is the only State which levies 
stamp duty on instruments used in the forward market^: 
In 1938, a tax on forward market transactions relating 
to shares and securities was imposed, at the rate of 2 
annas for every consideration of Rs. 2,500. This has 
since been reduced in 1950 to 1£ annas (excluding sur* 
charge) for every Rs, 2,500. During the war period 
transactions on the forward market were more or less 
banned. When forward markets again started function" 
ing in the post-war period, a tax on transactions, in for¬ 
ward markets relating to cotton was imposed in 1948 
and in 1949-50, stamp duties were. levied also on for" 
ward market transactions in bullion, oil-seeds, yarn, 
non-mineral oils and spices of any kind. While the'rate 
of duty on shares and securities and on yarn, non- 
mineral oils and spices is ad valorem , the rates of duty 
on cotton, bullion and oil-seeds are according to the units 
of transactions in weight. On instruments used in for¬ 
ward markets, a surcharge of 50 per cent, is levied in 
addition to the above basic rates. The duty including 
surcharge in relation to the value of transactions is very 
small and does not exceed one anna per every Rs. 1,200 
of the turnover transacted. Transactions in forward 
markets in commodities are regulated by the provisions 
of the Bombay Forward Contracts Control Act of 1947. 
According to the powers given to Government under the 
Act, forward transactions in each of the prescribed com¬ 
modities have to be done through only one single asso¬ 
ciation for a locality recognised by Government. Every 
recognised association has to maintain a clearing house 
to which members submit clearance lists. A clearance 
list is a complete list of all transactions relating to con¬ 
tracts made by a trading member of an association sub¬ 
mitted to the clearing house. Stamp duties on forward 
markets in commodities are levied on the basis of re¬ 
turns of clearance lists. When the duty is paid through 
a clearance list, a single transaction is charged duty 
twice because two instruments . are used, viz. the ins¬ 
trument of purchase included in the clearance list of 
the purchaser and the instrument of sale included in the 
clearance list of the seller. The Bombay Forward Mar¬ 
kets Control Act of 1947, however, does not apply to 
transactions in stocks, shares and securities. These are 
regulated under the Securities Contracts Control Act of 
1925. According to the provisions of the latter act, it 
is not necessary that forward market transactions re¬ 
lating to stocks and shares in any area should be done 
only through one single recognised association. It is 
possible for non-recognised associations also to conduct 
forward market dealings. Such transactions are legal 


* They are are chargeable with a duty of Rs. 1-2-0 per cent, in the case of movable property throughout the ^hariSbk purposes? ^ 

\ in the case of immovable property situate at Greater Bombay, Cities and Urban areas when the settlement)} are for religious and chantage pu p s s. 


In other cases conveyance rates are charged. 
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though void. Some of these non-recognised stock ex¬ 
changes are under no legal obligation to maintain a 
clearing house. As a result, on transactions in such non- 
recognised associations where no clearing house is main¬ 
tained, the duty is paid on Brokers Notes or on agree¬ 
ments or memoranda of agreement under article 5. An 
agreement or memoranda of agreement may be drawn 
up either by the seller or by the purchaser but not both. 
Because only one instrument is used, unlike the clear¬ 
ance list, a transaction in non-recognised associations 
pays duty only once either as an act of purchase or as 
an act of sale. Until 1953, the members of non-recog- 
nised stock exchanges thus used to pay only half the 
stamp duty that members of recognised stock exchanges 
pay. The unfair advantage of a lower incidence of duty 
derived by members of non-recognised stock exchanges 
has been done away with by suitable amendment to 
article 5 of the Schedule I to the Stamp Act in the year 
1953. Such agreements entered into by members of non- 
recognised associations will pay double the amount of 
duty that would be paid on the clearance list. The ope¬ 
rative rates of stamp duty under articles 5, 20(a), (b), (c), 
(d) and (e) and 43 of Schedule I of the Stamp Act are in¬ 
dicated in statement X. An ad valorem incidence of the 
tax including surcharge at current prices of forward 
market transactions on different commodities like cot¬ 
ton, oilseeds and on stocks and shares is indicated in 
statement XI. 

At the Secretariat level, the Revenue Department ad¬ 
ministers the levy of the duties on non-Judicial instru¬ 
ments. The responsibility of paying proper stamp duty 
on instruments is on the citizen while every public offi¬ 
cer is required to see that the documents which come 
before him either as evidence or for claims are duly 
stamped. The Collector of each District is the stamp 
authority to determine the stamp duty leviable on a 
document. The Chief Controlling Revenue Authority is 
(i) the Superintendent of Stamps, Bombay, for Bombay 
and Bombay Suburban Districts, while (ii) the Inspec¬ 
tor General of Registration is in charge of the remain¬ 
ing districts. Appeals and revision applications against 
the decisions of the Collectors can be made to the Chief 
Controlling Revenue Authority and in the case of dis¬ 
agreement or doubt, matters have to be referred to the 
High Court, Formerly in Bombay City, licensed stamp 
vendors used to sell stamps of various denominations 
but the practice has been abolished since 1926. In the 
Mofussil Districts, licensed stamp vendors are authoris¬ 
ed to sell stamps each of them of a value less than 
Rs. 150. 

6. Payment of stamp duty depends on the citizen's 
voluntary desire to fortify his monetary exchange trans¬ 
actions through written instruments. There are 65 differ¬ 
ent articles which prescribe different rates of duty and 
the purchaser of stamps does not ordinarily have to dis¬ 
close for what purposes and for paying what type of 
duty he requires stamps of a particular denomination. It 
is not possible, therefore, to indicate a detailed break¬ 
up of receipts from non-judicial stamps according to the 
importance of the major categories of instruments used. 
Specific types of stamps are required for certain instru¬ 
ments and their receipts are separately noted. The 
method of collecting stamp duty through clearance list 
enables Government to know the duty from forward 
markets, A larger part of receipts, however, is derived 
from conveyance, mortgage, leases, gifts and sale trans¬ 
actions. Transactions relating to immovable property 
are compulsorily registered and an indirect estimate of 
receipts from conveyance can be made through the data 
of registration of instruments published in the annual 
administration report of the Inspector General of Re¬ 
gistration. Rates of duty for conveyance, however, vary 
from locality to locality and there are different rates for 
rural and urban areas while the registration data are 
districtwise. Table 10A indicates the estimated receipts 
of non-judicial stamps in seven main categories like (i) 
bills of exchange, hundies and bills of lading ( ii ) in- 
truments of insurance (ill) share transfers (iu) forward 
market instruments ( v ) conveyance ( vi ) mortgage (ini) 
leases, gifts, settlement, and other instruments, in the 
year 1949-50 to 1953-54, The total annual receipts from 
non-judicial stamps prior to the merger amounted to 
Rs. 2 * 5 crores. The receipts have since increased to 
Rs. 2 ’ 9 crores. After the merger the number of districts 
has been increased from 20 to 28 and the area and po¬ 
pulation by over 40 per cent. Receipts from stamp duties 
have, however, increased only from Rs. 2:5 crores to 
Rs. 2*9 crores. This is because there has been some 
fall in the total turnover of instruments relating to 
transfers of immovable property. To an extent, the fall 
in receipts is also due to a number of legislative mea¬ 
sures like the Bombay Money Lenders Act, the Bombay 
Tenancy and Agricultural Lands Act and the Bombay 
Prevention of Fragmentation and Consolidation of Hold¬ 
ings Act etc. which have reduced both litigation as well 
as the turnover of instruments. The monetary condi¬ 
tions after the increase in the Bank rate in 1951 have 
also affected the receipts. Transfers of immovable pro¬ 
perty including mortgages yield a revenue of about 
Rs. 60 lakhs, while share transfers and forward market 
transactions give a revenue of Rs. 65 to 75 lakhs. 


7. Evasion and avoidance .—Stamp duty is a tax im¬ 
posed on instruments and not upon transactions and it 
is possible to devise the legal means of effecting the lat¬ 
ter without resort to the former. Doing so is an act of 
avoidance of stamp duty and not evasion. It is not so 
much evasion or wilful defrauding of Government which 
causes loss of revenue as legal avoidance. If a document 
is not required to be registered within a specific time, 
the party liable to pay stamp duty may not pay the duty 
at the time of the execution of the instrument but may 
pay it later on. Non-payment of the stamp duty at the 
time of its execution except in the case of promissory 
notes and documents chargeable with the stamp duty 
of one anna and two annas, does not make documents 
illegal and void and can be remedied by means of the 
Collector’s certificate under sections 32 and 42 of the 
Stamp Act. In certain cases, if the Collector so desires, 
he can impose on defaulters a penalty to the extent 
of 10 times the duty, for not having instruments pre¬ 
sented before him duly stamped at the time of execu¬ 
tion of such instruments. Courts can then admit such 
documents for purposes of evidence. 

8. On instruments of partition, stamp duty can be 
levied at Rs, 1-2-0 per cent, and on gifts, it varies from 
24 per cent to 6 per cent of the amount of the consi¬ 
deration. Payment of duties at these high rates can be 
and is being avoided by not making the instruments of 
partitions and gifts but by making a declaration on a 
stamped paper of Rs. 3 recording therein the transac¬ 
tions of partition or gift as if they were past events. 
Such avoidance can be checked if articles 33 and 45 de¬ 
fining gifts and partition were to include “a declaration 
regarding gift or partition”. Recently, agreements re¬ 
lating to lease or rent of premises include some amounts 
paid as deposits at the time of the first lease. Such ag¬ 
reements are chargeable with a stamp duty at the rate 
of 6 per cent, in Bombay City. If, however, the agree¬ 
ment provides payment of deposit after the date of pay¬ 
ment of lease money, the covenant is liable to pay a 
stamp duty of Rs, 1-8-0 only. This type of avoidance 
can be checked by inserting the words “or agreed to be 
advanced” after the words “money advanced” in article 
35. When Insurance Companies advance loans to their 
policy holders they usually do so against the security of 
their policies. In 1941, Government decided to consider 
insurance as an intangible claim. As a result, loans 
advanced against insurance policies should be consider¬ 
ed as mortgages. The common practice, however, is to 
stamp the loans advanced at the bills of exchange rates, 
considering the instrument as a deposit of title-deed. In 
the case of instruments relating to transfers of property, 
it is not unusual that parties, by mutual collusion, under¬ 
estimate the exchange value of property in order to 
evade the proper stamp duty. Some times it also hap¬ 
pens that ignorance of the schedules of rates of proper 
stamp duty on the part of public officers leads to under¬ 
payment. The question of evasion of stamp duty on for¬ 
ward markets *has been discussed in answer to one of 
the questions of the Commission. 

9. Exemptions.—Exemptions from non-judicial stamp 
duty are granted by the Act itself under various articles 
where payment of duty from certain instruments is 
exempt to prescribed parties. Exemptions may also be 
given by notifications issued from time to time by Gov¬ 
ernment under the powers conferred by clause (a) of 
section 9 of the Indian Stamp Act. 1899. Most of the 
exemptions are granted generally to fulfil the policy 
underlying other Acts and Rules made thereunder such 
as the Land Revenue Code, Agricultural Debtors Relief 
Act, the Co-operative Societies Act, Agricultural Loans 
Act, the Bombay Housing Board Act, the Rehabilitation 
Finance Administration Act, etc. Concessions are also 
given for educational purposes, medical, relief and pub¬ 
lic health purposes. Railway Companies, Steamship 
Companies, Government servants and Government con¬ 
tractors working for state purposes in executing instru¬ 
ments are also granted exemptions under certain condi¬ 
tions. There is a statutory exemption in favour of ag¬ 
reements and memoranda of agreement under article 5 
for the Sale of Goods except immovable property and 
forward market transactions. Ready delivery contracts, 
however, in the case of cotton, oil-seeds, non-mineral 
oils, spices and yarn of any kind are not exempt. If 
the general exemption to sale of goods, agreements or 
memoranda of agreement relating to transactions of com¬ 
modities other than these were removed, it would be 
possible to increase the receipts from stamp duties. Ex¬ 
emptions are also granted for instruments executed by 
or on behalf of any registered cooperative society, ex¬ 
cept in the case of instruments relating to loans and ad¬ 
vances, mortgage bond or agreements of pawn or pledge, 
the value of each of which exceeds Rs. 2,000 in the case 
of urban credit societies. At times, the advantage of 
the exemption goes to the purchaser of goods from co¬ 
operative societies while the society itself on its pur¬ 
chase has to pay stamp duty. This is because in the 
case of purchase from a society, the sale agreement is 
to be made by the society and the benefit goes to the 
purchaser while at the time of society's purchase the 
seller executes the instrument for which he is not 
exempt. 
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Stamp Duty on Judicial Instruments— Court Fbes 

10. Stamp duties on judicial instruments are levied 
under the Court Fees Act of 1870. The schedules of 
rates of duty, on various instruments are changed from 
time to time under the Bombay Finance Act. In 1943, a 
surcharge of 25 per cent, was levied on the amount of 
duty payable according to the rates operative on the 
1st December, 1943 as an anti-inflationary measure under 
the Bombay Increase of Court Fees Act, 1943. Govern¬ 
ment has now under consideration proposals to perma¬ 
nently absorb the surcharge by repealing the Increase 
of Court Fees Act, 1943 and by suitably changing the 
rates of duty in the schedules in the Court Fees Act. 
Under the Act there are two schedules specifying rates 
of duty. Schedule I (vide Table 10B) indicates ad 
valorem fees according to the nature of suits filed before 
Law Courts and Schedule II indicates the fixed fees on 
documents presented or copies asked for from the Law 
Courts. The ad valorem rates are based on the amount 
of consideration involved in the suits filed. On plaint, 
written statement, pleading a set off or counter claim or 
memorandum of appeal or cross objections presented to 
any Civil or Revenue Courts other than the High Court, 
an ad valorem duty is levied at the rate of about 10 
per cent, including the surcharge, subject to a maximum 
Court fee of Rs. 12,500 for a suit of Rs. 15 lakhs and 
above. If the subject matter of the plaint or a suit 
is for possession under the Specific Relief Act of 1877, 
the rate of duty is half of the ad valorem rates 
for ordinary plaints. If the subject matter of a suit is 
for probate or a will or letters of administration with 
or without a will annexed, the rate of duty vanes on a 
progressive scale from 2£ per cent, for a consideration 
of Rs. 10 000 to 82 per cent, if the value of property 
exceeds Rs. 5 lakhs. Suits filed by paupers are charge¬ 
able with a fixed fee of 10 annas irrespective of the 
consideration of the suit filed. The ad 
not apply to suits filed on the original side of the High 
Court. 


most common of these is the petition under Article 228 
of the Constitution. At present they bear a nominal fee 
but these petitions are becoming so numerous and take 
so much of the time and labour of the High Court, that 
the fee requires to be increased substantially. The Com¬ 
mittee recommended that the same fees should be charg¬ 
ed on these as are levied on similar petitions made to 
the Supreme Court. This will also prevent the submis¬ 
sion of vexatious petitions. The other instruments on 
which the fees can be raised are: — 

Existing Rate 


1. Plaints under Specific Relief Half those 

Act (Article 2 of Schedule I). prescribed for 

Article i. 

2. Copies or translation of judge- Varying from 

ment (Article 6 of Schedule I). 4 annas to 

one rupee. 

3. Copy of a decree or order 

having the force of a decree 
(Article 7 of Schedule I)— 

(i) of court other than High Varies from 8 
Court. annas to one 

rupee. 

(ii) of the High Court . , Four Rupees. Five rupees. 


4. Mukhtarnamaor Wakalatnama 
(Article 10 in Schedule II)—* 

(t) when presented to High court Rs. 2. Rs. 3. 

(it) when presented to other Varies from Flat rate of 
courts and officers. 8 annas to Rs. 2. 


Rate 

Recommended 

The same as 
are prescribed 
for Article 1. 

Flat rate of 
one rupee, 


Flat rate of 
two rupees. 


I r January 1951, the Government of Bombay appoint¬ 
ed a departmental committee to review the levy of court 
fees in the State. The Committee have made the follow¬ 
ing observations and recommendations: — 

(i) At present suits filed on the original side of the 
High Court pay only a nominal institution teeof Rs. Jib 
Litigation in the High Court compared to litigation in 
the Mofussil involves additional incidental expenses by 
way of separate fees at various stages of the progress of 
a case. On a case of Rs. 26,000, the institutional ex¬ 
penses do not exceed Rs. 200 to Rs 300. Contrasted 
with this, a suit of Rs. 25,000 in the Mofussil would 
bear the court fee of Rs. 1,506. The Court J ees 
mittee have therefore recommended that ad valorem 
court fees should be levied also in the case of suits 
filed before the High Court, The Government of Bom¬ 
bay has accepted this recommendation of the Committee. 

(ii) The Committee have recommended that on suits, 
the subject matter of which relates to claims of posses¬ 
sion under the Specific Relief Act, the rate of uy 
should be the same as an ordinary plaints and not half 
the amount chargeable on ordinary plaints. Government 
is considering this recommendation. 


one rupee. 

5. Plaint or Memorandum of 
appeal in suit— 

(i) to set aside an adoption . Rs. 15, Rs. 30. 

(ii) where it is not possible to Rs. 15. Rs. 30. 

estimate money value. 

[Article 17 (in) and (vii) of Schedule II.] 

(u) Then there are the instruments which are at pre¬ 
sent exempted from court fees under section 19 of the 
Act which require a re-examination. After a careful 
examination the Committee considers that there is no 
justification for continuing the exemption in the case of 
the following documents which should be charged at the 
rate showed except in the circumstances mentioned 
against them :— 


As. 


(xiv) First application for summons of a witness 


(iii) The Committee have recommended that the sur- 
rharge levied in 1943 should be permanently merged in 
the schedule of rates under the Court Fees Act. This 
recommendation has also been accepted by Govern- 
ment. 


(#») Bail bonds etc. . 

(xix) Application for permission to cut timber etc.— 
(») where the value exceeds 50 but not 100 . 


4 

3 


(in) Under Section 7 of the Court Fees Act for claims 
of property, the amount of court fee is based on the 
value of the plaint or memorandum of appeal. This 
gives an opportunity for under-valuing the property or 
right for purposes of evading higher court fee. The 
Committee have recommended that this section should 
be suitably amended so that wrong valuation could be 
corrected after inquiry. 

(v) Suits for partition of a share in joint family pro¬ 
perty at present bear a fixed institutional fee of 
Rs. 18-12-0 because of the recent High Court rulings. It 
is necessary to nmend section 7, sub-section 4 (b) so 
that partition suits may also bear court fees according 
to the market value of the shares claimed. 

( V i\ At present, applications to Revenue Officers only 
are chargeable to court fees. There are numerous Gov¬ 
ernment Officers other than Revenue Officers to whom 
similar applications are or have to be made. There is 
no reason why these applications should escape court, 
fees The Committee accordingly suggests that the term 
‘Public Officers’ should either be substituted for or 
added after the term ‘Revenue Officers’ as the case may 
be wherever it occurs in the Schedule to the Court Fees 

Act. 

(mil There are certain instruments on which the 
court fees levied at present requires to be increased. The 

33—1 T. E. Com. (N. D.)/55. 


(it) where the value exceeds ioo Rc. i 

(xxi) Petitions under the Indian Christian Marriage Rs. 2 
Act 

12. In addition to the above recommendations of the 
Committee, Government has also under consideration 
the proposal to levy a fee of rupee one on all applica¬ 
tions for domicile certificates. The Committee have esti¬ 
mated that if on the suits filed before the original side 
of the High Court, ad valorem fees are levied, the re¬ 
ceipts from court fees would increase by Rs. 12 lakhs 
per annum. 

13. At present in the case of suits filed before the 
original side of the High Court or in the Small 
Causes Court in Greater Bombay, if there is a settle¬ 
ment or compromise among the litigants during tqe 
progress of a case, half the chargeable court fee is re¬ 
funded. There is no corresponding provision for refund 
of court fees in the case of suits filed before the Mofus¬ 
sil Courts. The Government of Bombay has decided to 
grant refund relief to cases filed before the Mofussil 
Court also. 

14. Receipts from Court fees ,—As against the revenue 
by the levy of court-fees, Government incurs expend^ 
ture on imparting justice to the citizens. The following 
table indicates the receipt from court fees compared to 
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the expenditure on the administration of justice dur¬ 
ing the years 1938-39 and 1946-47 to 1953-54: — 


Table No. 10— Receipts from Court fees and Expendi¬ 
ture on Justice. 

(Rupees in lakhs) 


Receipts 

Expenditure 

Year 

from court 
fees 

on courts 

1938-39 .... 

58 

68 

1946-47 .... 

78 

98 

1947-48 .... 

85 

105 

1948-49 .... 

88 

i 39 

1949-50 .... 

106 

176 

1950-51 .... 

125 

191 

« 95 >- 5 a .... 

125 

<x> 

0 

a 

1952-53 .... 

i 39 

206 

1 953-54 .... 

127 

210 


The receipts from court fees increased by about 31 per 
cent, from Rs, 58 lakhs during the pre-war peridd to 
Rs. 78 lakhs at the end of the war largely as a result 
of the levy of 25 per cent, surcharge in 1943. Since then 
the receipts have increased partly as a result of the 
merger and partly as a result of the increase in the 
monetary value of instruments taxed and suits filed. 
Throughout the period, however, the receipts from court 
fees have been less than the expenditure of Government 
on the administration of justice. 


ANSWERS TO THE QUESTIONS 
Question No. 162. 

Under the Co7istitution — 

(1) the Union is empowered to fix the rates of 
stamp duties in respect of bills of exchange, 
cheques , promissory notes, bills of lading, let¬ 
ters of credit, policies of insurance, transfer of 
shares, debentures, proxies and receipts , and 

(2) the States are empotoered to fix the rates of all 
other stamp duties, 

As regards both (1) and (2), have you any suggestions 
to make for the levy of a stamp duty where it is not 
already levied, or for an increase or decrease of the pre¬ 
sent rates where a stamp duty already exists? Please 
give reasons for your suggestions. Are there any general 
principles which you would propose for adoption in re¬ 
gard to the fixation of rates of stamp duties ? 

As regards (2), since the rates vary from State to 
State , what degree of uniformity do you consider desir¬ 
able and feasible, and how do you propose to achieve 
it? 

If possible, please estimate the net effect of your pro¬ 
posals on the revenue of States. 

(1) Stamp duties as levied in Bombay State may 
broadly be grouped into taxes on three types of ins¬ 
truments, viz., (1) taxes on instruments dealing with 
transfers as well as delivery of rights or possession over 
movable or immovable property; (2) taxes on trans¬ 
actions in forward markets wherein the majority of 
transactions are not followed by delivery or full pay¬ 
ment of consideration agreed to by contracts between 
buyers and sellers; and (3) taxes on instruments pro¬ 
duced or contested before courts of law 

(2) Stamp duties as a whole are not so much a single 
category of tax as several different taxes collected in the 
form of stamps instead of the cash. Even the entertain¬ 
ments tax is being collected through the affixing of 
stamps. Few general principles, can therefore be laid 
down to govern the levy of all kinds of stamp duties 
as a whole. So far as stamp duties on instruments deal¬ 
ing with transfers of property are concerned, in an ex¬ 
panding economy like that of India at the present day. 
it is necessary to keep at a high level the rates of stamp 
duties on these instruments; otherwise there is the like 
iihood of money being continuously blocked up in un¬ 
productive investments an encouragement would be 
given to the creation of a entier class living on the pro¬ 
gressive increase of unearned increments in the value 
of urban properties as a result of expansion in the po¬ 
pulation of towns and cities. In the case of transactions 
in forward markets the rates should be small in 


relation to the money value of the contracts entered in¬ 
to. Generally the ad valorem incidence on the various 
forward markets should not be disproportionate though 
a distinction has to be made in the case of Stock Ex¬ 
changes and Commodity Exchanges, Jn the case of the 
former, it is difficult to levy a specific tax per unit of 
transaction because there are numerous scrips widely 
differing in money value per unit exchanged on for¬ 
ward markets relating to these. In their case, an ad va¬ 
lorem rate is suitable-. In the case of commodity markets 
dealing for instance, in commodities like cotton, oilseeds 
or spices, trading is done on the basis of units of weights. 
It becomes simpler therefore, to levy the duty per unit 
of transaction. In as much as there is a likelihood of a 
portion of the incidence of the tax on forward markets 
in agricultural commodities like cotton and oilseeds be¬ 
ing passed on backwards to the cultivators, Govern¬ 
ments ordinarily levy a comparatively lower rate of 
stamp duties than in the case of transactions in stocks 
and shares or in bullion and specie. Ad valorem inci¬ 
dence of the stamp duties on various forward markets in 
Bombay State is shown in Statement XI. It will be 
seen that the duty on forward market transactions does 
not exceed one anna for every Rs, 1,200 of the consider¬ 
ation stated in an instrument. In the case of stamp 
duties levied as court fees, it is necessary that the rates 
are so kept that it does not become difficult for the poor 
to establish their legitimate rights before courts of law 
because of the prohibitive burden of the court fees. 

(3) Even though some of the Cities in India have for¬ 
ward markets, comparable to those in the State of Bom¬ 
bay, the Governments of other States do not levy any 
stamp duties on forward transactions. There is there¬ 
fore scope for other State Governments particularly 
those that have large and important forward markets 
obtaining substantial revenue by the levy of stamp 
duties on the transactions in forward markets. 

(4) Of the above, the last viz . taxes on instruments 
produced or contested before law courts on the whole 
partake the character of fees rather than taxes. The 
rates of court fees should be so adjusted that it does 
not become difficult for poor litigants to secure justice, 
It is possible to hold that ordinarily the revenue from 
court fees should he such as should meet ail the inciden¬ 
tal expenses of a Government in imparting justice other 
than the cost of salaries of judges. The expenditure on 
the salaries of judges should be a charge on the general 
revenue. Broadly this criterion is satisfied in Bombay 
State in practice. Since the year 1943, on account of 
the general rise in prices, the Government of Bombay 
levies a surcharge of about 25 per cent, on the basic 
rates of court-fees fixed under the Court Fees Act of 
1870 as adapted in the State. The Government of Bom¬ 
bay has under consideration a proposal to merge the 
surcharge with the basic rates as the increase in price 
level compared to the pre-war conditions which occasi¬ 
oned the levy of the surcharge during wartime ap¬ 
pears to have come to stay. In January 1951 the Gov¬ 
ernment of Bombay appointed a Departmental Com¬ 
mittee to inquire into the scope for increase in the rates 
of court-fees. The proposals of the Committee are "aimed 
at t (i) levelling up of court fees of suits contested on the 
original side of the High Court with the fees levied in 
the mofussil; (ii) increase of court fees on partition suits 
on matters relating to joint family; and (iii) increase of 
fees on petitions submitted to the law courts under Arti¬ 
cle 226 of the Constitution. Government also have under 
consideration a proposal to levy a small fee of one 
rupee on the issue of domicile certificates. These pro¬ 
posals may be considered on their own merits by the 
Commission. 

(5) Of the various instruments on which stamp duties 
can be levied by suitable Union Legislation, no duty is 
being levied at present on cheques. Stamp duty on 
cheques is being levied both in U. K. and U. S. A. In 
India, stamp duties on cheques have a chequered his¬ 
tory of imposition and withdrawals dating back to 1862. 
Under the Indian Stamp Act, 1899, stamp duties noted 
valorem but at a specific rate of one anna per cheque 
at times on cheques each of the value of more than 
Rs. 20 and during other years without such exemption) 
continued up to the year 1927. In 1927 Sir Basil Blac¬ 
kett removed the stamp duty on cheques so as to imple¬ 
ment one of the recommendations of the Currency Com¬ 
mission which stated that stamp duty on cheques would 
discourage banking habits among the people of India 
During the year 1927, the revenue of the Government of 
Bombay from such a levy was Rs. 3 5 lakhs Since 
then there has been a five-fold increase in the value of 
money exchanged through cheques. Statement XII in¬ 
dicating the cheque clearances and the number of 
cheques cleared between 1949 and 1952 in the important 
centres of India is attached. It will be seen that in 1952 
over 290 lakh cheques were cleared for an aggregate 
value of Rs. 6,853 crores. Even at the rate of one anna 
per cheque, the annual revenue of about 18 lakhs would 
accrue for the whole of India. To Bombay such a tax 
would yield Rs. 7 to 8 lakhs per annum. It is possible 
however, to levy a stamp duty on cheques at progres¬ 
sive rates adjusted according to the money value of 
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cheques. If this is done, the revenue from stamp duties 
on cheques would be correspondingly larger. In order 
to levy a tax on cheques, the definition of the term “Bill 
of Exchange” under section 2(2) of the Stamp Act 
would have to be changed so as to remove the excep¬ 
tion to cheques being considered as bills of exchange. 

Question No. 163. 

Certain States (e.g., Bombay) Levy stamp duties on 
transactions in forward markets. What is your vieiv re - 
yarding the complaint that these duties have tended to 
affect the business in these markets, particularly that of 
the middle class traders? If you consider that the levy 
of stamp duty on transactions in these markets is a suit¬ 
able and potentially important means of securing reve¬ 
nue, what administrative and other measures would you 
suggest for the efficient collection of such duties? Alter¬ 
natively, in place of stamp duties, would you suggest 
some other form of taxation of transactions in stock ex¬ 
changes and future markets ? If so, please elaborate your 
suggestion . 

It is not true that the levy of stamp duties on trans¬ 
actions in forward markets has adversely affected busi¬ 
ness in these markets, particularly of the middle class 
traders in Bombay State, It is true that a substantial 
portion of the duty in forward markets is assessed on 
jobbers (taro anium las). The taro aniio alas being permit- 
holders can trade only in the names of principals who 
are members of the Association, brokers and others. 
These principals are all well-to-do financiers who allow 
the tarvaniwalas to trade in their name on a mutually 
agreed profit-sharing basis. The tarvaniwalas do not, 
therefore, bear the whole incidence of the stamp duties 
but share it with their principals. Recently there has 
been a small decline in the number of jobbers in some 
of the forward markets. This, however, is not because 
of the incidence of the stamp duties but because of the 
fact that there has been a decline in the number pf 
transactions exchanged on the forward markets as a 
result of general slump in these markets in the first 
half of 1952 and cautious trading due to dear money 
conditions thereafter. To a certain extent, it is also 
due to the measures taken by this Government to con¬ 
trol speculation. Tarvaniwalas thrive only in a widely 
fluctuating market. With measures like margins, fixa¬ 
tion of ceilings and floors, etc., wide fluctuations on ac¬ 
count of excessive speculation do not now occur as be¬ 
fore and consequently the tarvaniwalas find it difficult 
to earn profits in more stable markets. Assuming that 
some relief is necessary to tarvaniwalas, it would be 
difficult administratively to distinguish between mere 
tarvani business and genuine forward business. Tarvani 
business consists of squaring up the transactions at the 
end of each day while regular forward business remains 
outstanding till the settlement day though the business 
Is transferred from person to person. If tarvani business 
is charged to a lower rate of stamp duty or completely 
exempted, it would be possible to manipulate regular 
forward business into tarvani business so as to avoid or 
evade the duties. Further, any loss from the relief given 
to tarvani business would have to be made up by an in¬ 
crease in the duty on regular forward business. This 
would mean that speculative business would get relief 
while investment business would be penalised. 

The Government of Bombay at present levies stamp 
duties on instruments used in the forward markets in 

(1) stocks and shares, (2) cotton, (3) bullion and specie, 
(4) oilseeds. (5) spices, and (6) artiflcal silk yarn. Stamp 
duties in forward markets are levied by prescribed rates 
under (i) Article 5—agreement or memorandum of an 
agreement, (ii) Article 20—clearance lists relating to 
purchase and sale transactions kept by associations, and 
(iii) Article 43—note or memorandum sent by broker or 
agent to his principal intimating the purchase or sale 
on account of such principal. When stamp duties are 
paid under Article 20, exemption is granted to duties 
leviable under Articles 5 and 43. This is because a clear¬ 
ance list taxed under Article 20 includes instruments 
both of the seller as well as of the purchaser while Arti¬ 
cle 5 or 43 covers only one of them. 

Alternatives to stamp duties on forward markets 
would be the levy of licence-fee on traders or the levy 
of an ad valorem sales tax. The levy of licence-fees 
would not yield substantial revenue and would even be 
inequitable unless it is taken on graduated scale accord¬ 
ing to the turnover of the traders. Statement XI indi¬ 
cates the ad valorem incidence of the tax on the various 
types of articles traded. It will be seen that compared 
to the value of the transactions per unit taxed the ad 
valorem incidence is hardly an anna for each Ks. 1,200 
or one pie for Rs. 100. The present sales tax rate in 
Bombay is three pies in the rupee or \-h per cent, ad 
valorem . To levy a sales tax even if the Constitution 
permitted such a levy, at the present rates would be far 
too much a burden on the forward markets as indicated 
by the above figures. 

Question No. 164. 

In this country, the stamp duty is ordinarily a tax on 
documents which constitute evidence of legal rights . 


There are, however , certain taxes, such as the entertain¬ 
ments tax, which are sometimes collected, in the form 
of stamps , and suggestions have been made that this 
system may be appropriately extended to the collection 
of taxes on the sale of goods or on other transactions , 
Do you agree with this view ? If so, to what taxes would 
you extend the scheme ? 

Theoretical considerations of the sales tax are usual¬ 
ly based on the incidence of the tax on the individual 
purchase or sale of an article; legal impact of the tax is, 
however, on the total turnover of dealers. There are 
numerous categories of articles like grocery articles, 
stationery, tobacco products etc., which are sold in small 
value per unit to such a large number of customers that 
collection of the tax from each individual purchaser by 
the dealer would be very difficult. In selecting articles 
for levy through stamps either the transactions should 
be concentrated in locale as in the case of theatres or 
forward markets or law courts or else the levy should 
be imposed on instruments of legal evidence and per¬ 
sonal contestable rights recognised by the State. In 
transactions between a dealer and a consumer wid- 
spread in locale there is no necessity of maintaining 
legal proof thereof either by the dealer or by the 
consumer. The recovery of sales tax in the shape of 
stamps is particularly unsuitable when the tax is recover¬ 
ed at the retail stage. There the trader would be much 
inconvenienced and during rush hours it would be prac¬ 
tically impossible for him to recover the tax by affixing 
stamps to each bill small or great. The only stage where 
stamps may be a suitable method would be at the first 
stage, i,e. t stage of manufacture or imports. Here also, 
the amounts to be recovered being large, it is more con¬ 
venient to recover it in cash than through stamps. The 
system adopted in the case of excise duties on matches 
and cigars by means of tax labels has no universal ap¬ 
plication and would be difficult to enforce in a measure 
of general applicability like the sales tax. Further the 
recovery of sales tax through stamps has no particular 
administrative advantages as the practice of evasion 
and avoidance of tax would still exist under that sys¬ 
tem. The levy of the sales tax through stamps, there¬ 
fore, will neither increase the yield of the tax by admi¬ 
nistrative convenience, nor facilitate the work of the 
traders. 


Question No. 165. 

What are the more common methods of evasion or 
avoidance of payment of stamp duty ? What means of 
prevention t could you suggest ? 

Problems of evasion of stamp duties on the three 
broad groups of instruments indicated in the answer to 
question No. 162 may be considered separately. 

(1) Evasion of stamp duties on instruments relating 
to transfers of property is practised by stating a lower 
money value of the contractual agreement than the 
amount actually exchanged between the buyer and the 
seller. Evasion also occurs in the case of stocks and 
share transfers, because of the prevalent practice of 
bank transfers. 


(2) A similar practice is also common at the law 
courts when contestants in matters relating to joint 
family property indicate the face value of suits lower 
than the actual market value or sale value of the rights 
contested. Measures to check evasion of the latter type 
have been suggested in the report of the Departmental 
Court Fees Enquiry Committee appointed by the Gov¬ 
ernment of Bombay. 

(3) In the forward markets, a common method of eva¬ 
sion of stamp duties is for the operators to settle their 
transactions outside the Clearing House or by not in¬ 
cluding all transactions in the lists submitted for stamp 
duty purposes. A group of brokers or regular clients 
fairly well-known among themselves may form a ring 
and settle their accounts mutually without submitting 
their mutual transactions to the official Clear 
ing House. In so doing, the members of the ring evade 
stamp duty. In order to check this evasion, Govern¬ 
ment have appointed Inspectors of Stamps who, in cases 
where there is ground for suspicion, are authorised to 
examine the books of the operators if necessary. 

Question No. 166. 

The rates of court-fees'differ from State to State. To 
what extent do you consider uniformity in the rates 
desirable and feasible ? 

The incidence of the court-fees ! is on the litigants. 
Since the nature of contested matters and the purchas¬ 
ing power in the hands of the litigants differ from State 
to State, there is no need for uniformity in the rates of 
court-fees. It is also not feasible as any uniformity on 
the basis of rates in advanced States will be heavy for 
the backward States, while uniformity on the levels 
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prevailing in backward States would mean unneces¬ 
sary loss of revenue to the advanced States where the 
litigants are in a position to pay higher fees. 

Question No. 167. 

Have you any suggestions to make regarding the sche¬ 
dules to the Indian Court-Fees Act and the rates of levy 
thereunder ? 

Please see paragraph 10 of the General note on Court 
Fees. 

STATEMENT X 

Operative Rates of Duty excluding Surcharge on 
Instruments used in Forward Markets 


No. of 
Article 
in the 

Sche- Description of instrument Proper Duty 

dule 

to the 

Stamp 

Act 

1 2 3 

5 Agreement or Memorandum 

of an agreement— 

(a) if relating to the sale of Four annas, 
a bill of exchange. 

(aa) if relating to the pur- Subject to a maximum of 
chase or sale of a Gov- twenty rupees two annas 

ernment Security. for every Rs. 10,000 or 

part thereof of the value 
of the security at the 
time of its purchase or 
sale as the case may be. 

(1 b ) If relating to the pur¬ 
chase or sale of shares, 
scrips, stocks, bonds, 
debentures, debenture 
stocks or any other 
marketable security of 
a like nature in or of 
any incorporated com¬ 
pany or other body cor¬ 
porate— 

( i ) when such agree- One and half annas for 
mentor memorandum every Rs, 2,500 or part 

of an agreement is thereof of the value of 

with or through a security at the time of 

member or between its purchase or sale, as 

members of a stock the case may be. 

Exchange recognised 
under Bombay Secu¬ 
rities Contracts Con¬ 
trol Act, 1925; 

(»i) In other cases . Three annas for every 

Rs. 2,500 or part thereof 
of the value of the secu¬ 
rity at the time of its 
purchase or sale, as the 
case may be. 

(bb) if relating to the pur- Four annas for every unit 
chase or sale of cotton. of 50 bales of cotton (of 
approximate 392 lbs. 
each) or part thereof. 

(be) if relating to the pur- (a) Two annas for every 
chase or sale of bullion unit of 2,800 tolas of 
or specie. silver or part thereof. 

(b) Eight annas for every 
unit of 250 tolas of 
gold or part thereof, 
(r) Five annas for every 
unit of 250 sovereigns 
or part thereof. 

(M) if ralating to the pur¬ 
chase or sale of oil¬ 
seeds—■ 

Groundnuts • * Six annas for every unit of 

100 khandies or 25 tons 
or part thereof. 

.Linseed • • • Five annas for every unit of 

100 khandies or 25 tons 
or part thereof. 

Castor-seed, Cotton- Four annas for every unit of 

seed of 100 khandies or 25 

tons or part thereof. 


1 2 3 

(be) if relating to the pur- One anna as the rate of 
chase or sale of yarn stamp duty for every 

of any kind, non- Rs, 2,500 or part thereof 

mineral oils or spices of of the value of yam of 

any kind. any kind, non-mineral 

oils or spices of any 
kind. 

(c) if not otherwise provided One rupee, 
for. 

Exemptions 

Agreement or Memorandum of Agreement 

(a) For or relating to the purchase or sale of goods or merchan¬ 
dise exclusively, not being an agreement or memorandum of 
agreement chargeable under entry (bb), entry (be), entry (bd), 
entry (be) of this article or a note or memorandum chargeable 
under No. 43; 

(b) Made in the form of tenders to the Central Government 
for or relating to any loan; 

(c) ********** 

(d) Made in respect of the purchase or sale of a Government 
security or of a share, scrip, stock, bond, debenture, debenture 
stock or other marketable security of a like nature in or of any incor¬ 
porate company or other body corporate, or of cotton, or of bullion 
or specie, or of oil-seeds or yam of any kind, non-mineral oils or 
spices of any kind an entry relating to which is required to be 
made in a clearance list described in Article 20-A, 20-B, 20-C, 20-D 
or 20-E as the case may be. 

20-A (i) Clearance list relating to The sum of duties payable 

the transactions for the under Article 5(<w) or 

purchase or sale of Gover- 43, as the case may be, 

nment securities submit- in respect of each of the 

ted to the clearing house entries in such list on 

of a stock Exchange. the value of the secu¬ 

rities calculated at the 
making up price or the 
contract price, as the 
case may be. 

20-A (2) Clearance list relating to The sum of duties payable 

the transactions for the under Article 5 (b)( 1 ) or 

purchase or sale of a 43, as the case may be, 

share, scrip, stock, bond, in respect of each of the 

debenture, debenture entries in such list on 

stock or other marketable the value of the secu- 

security of a like nature rities calculated at the 

in or of an incorporated making up price or the 

company or other body contract price as the 

corporate submitted to case may be. 

the Clearing house of a 
stock exchange recognised 
under the Bombay Secu¬ 
rities Contracts Control 
Act, 1925. 

20-A (3) Clearance list relating to The sum of duties payable 

the transactions for the Under Article 5(6) (ii) or 

purchase or sale of a 43, as the case may be, 

share, scrip, stock, in respect of each of the 

bond, debenture, deben- entries such list on the 

ture stock or other marke- value of the securities 

table security of a like calculated at the making 

nature in or of an incor- up price or the contract 

porated company or price as the case may be. 

body corporate submit¬ 
ted to the clearing house 
of a stock exchange not 
recognised under the 
Bombay Securities Con¬ 
tracts Control Act, 1925. 

20-B Clearance list relating to the The sum of duties payable 
transaction for the purchase under Article 5 or 43, 

or sale of cotton submitted as the case may be, 

to the Clearing House of in respect of each of the 

Cotton Association. entries in such list on 

the units of transac¬ 
tions or part thereof. 

20-C Glearnance list relating to the The sum of duties payable 
transaction for the purchase under Article 5 or 43, 

or sale of bullion or specie as the case my be, in 

submitted to the Clearing respect of each of the 

House of a Bullion Associa- entries in such list of 

tion. the units of transactions 

or parts thereof. 

20-D Clearance list relating to the The sum of duties payable 
transaction for the purchase under Article 5 or 43, 

or sale of oil-seeds submitted as the case may be, in 

to the Clearing House of an respect of each of the 

Oil-seeds Association. entries in such list on 

the units of transactions 
or parts thereof. 
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ao-E Clearance list relating to the The sum of duties payable 

transaction for the purchase under Article 5 or 43, 

or sale of yarn of any kind, as the case may be, in 

non-mineral oils or spices of respect of each of the 

any kind. entries in such list on 

the units of transac¬ 
tions or parts thereof. 

25 Counterpart or Duplicate of Payable on the original, 
any instrument chargeable 
with duty. 

In any other case, . . Two rupees. 

43 Note or Memorandum sent by 
a Broker or Agent to his 
principal intimating the pur¬ 
chase or sale on account of 
such principal—* 

(<w) of Cotton . . Four annas for every unit 

of 50 bales of cotton (of 
approximately 392 lbs. 
each) or part thereof. 

(nb) of bullion or specie . (a) Two annas for every 

unit of 2,800 tolas of 
silver or part thereof. 

( b ) Eight annas for every 
unit of 250 tolas of gold 
or part thereof. 

(e) Five annas for every 
unit of 250 sovereigns 
or part thereof. 

(ac) of oil-seeds 

Groundnuts . , .Six annas for every unit of 

100 kliandies or 25 
tons or part thereof. 

Linseed .... Five annas for every unit 

of too khandies or 25 
tons or part thereof. 

Castor-seed 1 Four annas for every unit 

V , of 100 khandies or 25 

Cotton-seed J tons or part thereof. 

{ad) of yarn of any kind, non- One anna for every rupees 
mineral oils or spices of any 2,500 or part thereof of 
kind. the value of yarn of 

any kind, non-mineral 
oils or spices of any 
kind. 

(a) of any other goods exceeding 

in value twenty rupees , Four annas. 



( b ) of any share, scrip, stock, 1 1/2 annas for every 
bond, debenture, debenture Rs. 2,500 or part thereof 
stock or marketable security of the value of the secu- 

of a like nature exceeding in rity at the time of its 

value twenty rupees, not t purchase*or sale, as the 
being a Government secu- case may be. 
rity, 

(bb) of a Government security. Subject to a maximum of 

twenty rupees two annas 
for every 10,000 rupees 
or part thereof of 
the value of the secu¬ 
rity at the time of its 
purchase or sale, as the 
case may be. 


Exemptions 

(1) Note or Memorandum sent by a Broker or Agent 
to his principal intimating the purchase or sale of 
cotton on account of such principal an entry relating 
to which is required to be made in a clearance list 
described in Ariticle 20-B. 

(1-A) Note or Memorandum sent by a Broker or 
Agent to his principal intimating the purchase or sale 
of bullion or specie on account of such principal, an 
entry relating to which is required to be made in a 
clearance list described in Article 20-C, 

(1-B) Note or Memorandum sent by a Broker or Agent 
to his principal intimating the purchase or sale of oil¬ 
seeds on account of such principal, an entry relating 
to which is required to be made in a clearance list 
described in Article 20-D. 

(1-C) Note or Memorandum sent by a Broker or 
Agent to his principal intimating the purchase or sale 
of artificial silk yarn or edible oils or spices of any kind 
on account of such principal, an entry relating to which 
is required to be made in a clearance list described in 
Article 20-E. 

(2) Note or Memorandum sent by a Broker or Agent 
to his principal intimating the purchase or sale on ac¬ 
count of such principal of a Government security or a 
share scrip, stock, bond, debenture, debenture stock or 
other marketable security of a like nature in or of an 
incorporate company or other body corporate an entry 
relating to which is required to be made in a clearance 
list described in Article 20-A. 


STATEMENT XI 

Ad valorem Incidence of Stamp Duty on Forfard Markets in Bombay 


[January 1953] 


Commodity Unit of transactions Present rate of the Valuation at the Stamp Surcharge Fotal duty 

commodity present rate duty 




Rs. 

a. 

P- 


Rs. 

a. p. 

Rs. 

a. 

P- 

Rs. 

a. 

P- 

Rs. 

a. 

P- 

Cotton 

. 50 bales of cotton each weighing 630 

392 lbs. (1/2 khandi). 

0 

0 

per Khandi. 

I 5.750 

0 

0 

0 

4 

0 

0 

2 

O 

0 

6 

0 

Silver 

1 Bar of 2,800 Tolas 

■ i 55 

0 

0 

per 100 Tolas. 

4,340 

0 

0 

0 

2 

0 

0 

1 

0 

0 

3 

0 

Gold . 

. 250 Tolas of Gold . 

- 87 

6 

0 

per Tola. 

21,843 

12 

0 

0 

8 

0 

0 

4 

0 

0 

12 

0 

Specie 

. 250 Sovereigns 

60 

6 

0 


! 5»°93 

12 

0 

0 

5 

0 

0 

4 

0 

0 

9 

0 

Ground-nuts 

. 100 Khandies 

■ 

0 

0 

per Cwt. 

! 5 > 5 00 

0 

0 

0 

6 

0 

0 

4 

0 

0 

10 

0 

Linseed 

100 Khandies 

. 26 

0 

0 

per Cwt. 

13,000 

0 

0 

0 

5 

0 

0 

4 

0 

0 

9 

0 

Castor-seed 

. 100 Khandies 

• 135 

0 

0 

per Khandi . 

13.500 

0 

0 

0 

4 

0 

0 

2 

0 

0 

6 

0 

Cotton-seed 

. 100 Khandies 





*• 












Spices 

On every Rs. 2,500 





2,500 

0 

0 

0 

1 

0 

0 

O 

6 

0 

1 

6 

Art. Silk Yarn 

Do. 





2,500 

0 

0 

0 

1 

0 

0 

O 

6 

0 

1 

6 

Edible Oils 

Do. 





1,500 

0 

0 

0 

1 

0 

0 

0 

6 

0 

1 

6 

Shares stock etc. 

Do. 




. . 

2,500 

0 

0 

0 

1 

6 

0 

I 

0 

0 

2 

6 
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Table 1G-A,—Receipts from important categories of non -Judicial Stamps 


(Rupees in Lakhs) 



1949 - 5 ° 

I 95 °' 5 I 


1 952*53 

1953-54 

I. Bills of Exchange, Hundis, bills of lading other than 
Instruments of Insurance, Share transfers and Forward 
Market— 






Instruments ........ 

IO 

12 

10 

to 

9 

II. Instruments of Insurance ..... 

7 

8 

9 

8 

9 

III. Share Transfers ....... 

20 

23 

25 

*9 

24 

IV, Forward Market Instruments , . . , 

43 

5 ° 

63 

46 

47 

V. Conveyances . 

55 

60 

70 

60 

Not available. 

VI. Mortgages. 

zo 

10 

*5 

*5 

Not available. 

VII. Leases, gifts, settlements and other instruments 

109 

124 

97 

*15 

Not available. 

Total 

254 

287 

289 

273 

293 


Table 10-B. —Operative Rates of Ad-valorem Court fees including Surcharge 




Where the value of the suit 

is 



Amount of proper 

Court-fee 


Ruppes 







Rs. 

As. 


100 . 







JO 

5 


1,000 * 







100 

0 


5,000 . 







352 

8 


50,000 . 



* 1 




2,031 

4 


1,00,000 . 







2,406 

4 


2,00,000 . 



TjkgTilBiiOt 




3,156 

4 


3,00,000 . 







3,906 

4 


4,00,000 . 




* • 



4,656 

4 


5,00,000 . 







5,406 

4 


6,00,000 . 







6,156 

4 


7,00,000 . 







6,906 

4 


8,00,000 







7,656 

4 


9,00,000 . 







8,406 

4 


10,00,000 . 







9,156 

4 


11,00,000 , 







9*9° 6 

4 


12,00,000 . 







10,656 

4 


13,00,000 . 







11,406 

4 


14,00,000 . 







12,156 

4 


'15,00,000 . 







12,500 

0 

Above 

15,00,000 . 







12,500 

0 





statement XII 







No . 21 (ii) Check clearances and Number of cheques cleared , 1949 to 1952 




Centre 

*949 


x 95° 


I 95 1 


x 952 



Number of 

Amount in 

Number of Amount in 

Number of 

Amount in 

Number of 

Amount in 



cheques 

lakhs of 

cheques 

lakhs of 

cheques 

lakhs of 

cheques 

lakhs of 




Rupees 


Rupees 


Rupees 


Rupees 

Calcutta 


67,52,787 

24.59.08 

63,07,141 

22,72,35 

69,90,404 

31,18,84 

70,45,124 

27,03,95 

Bombay 


92,92,652 

26,12,32 

94>94>94 2 

2^,83,93 

t,° 5 , 94 , 122 

31,80,57 

1,06,41,941 

26,79,52 

Madras 


28,01,008 

3.84.95 

3°,9L79° 

3,97,94 

33,16,325 

4,87,07 

35,26,942 

4,32,57 

Kanpur 


5 , 35,261 

1.28,57 

6,39,738 

1,36,41 

6,11,395 

1,45,18 

7,01,571 

1,36,94 

Delhi 


9.73.993 

G 42,23 

11,73,396 

1,43,66 

i 3 , 53 A °2 

1,67,58 

14,90,451 

1,57,95 

Others* 

. 

• 4a.05.615 

5.98,21 

48,34,278 

6,43,87 

51.81,723 

7,78,75 

56,28,023 

7,42,47 


Total 

• 2 , 45 , 6 l, 3 l 6 

63,25.36 

2,55,40,285 

62,78,16 

2,80,47,071 

78,77,99 

2,9°»34>°52 

68,53,40 


•Figures arc inclusive of Rangoon up to 1940 and of Karachi and Lahore up to 1947. 


Include the clearing houses at Agra (from May 1945), Ahmedabad ; Allahabad (from October 1943) ; Alleppey (from November 1946); Amritsar (from July 
1928) ; Bangalore City (from 1945) ; Bareilly (from April 1951) ; Coimbatore (from June 1936) ; Dehra Dun (from February 1946) ; Gaya (from March 1947 • 
Hyderabad-Deccan (from Nevember 1949) ; Jaipur (from April 1952) ; Jullundur City (from February 1945) ; Kozhikode (Calicut) (from February 1927) * 
Lucknow ; Mangalore (from February 1935) ; Mathurai (Madura) ; Mazuflarpur (from November 1950) ; Nagpur ; New Delhi (from August (1947) * Patna 
(from May 1943) ; Poona (from August 1947) ; Rajkut (from January 1947) ; and Simla (from 1924) ; the clearing houses at Lyallpur and Rawalpindi ceased to 
function as from September 3, and October 20, 1947, respectively. 
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Vni. STATE EXCISE AND PROHIBITION 

Prior to the era of Prohibition policy which started 
in 1938, the excise policy of the Government was to open 
shops in areas which were noted for the consumption 
of excisable articles so as to prevent the consumers from 
resorting to illicit practices. The Bombay Abkari Act, 
1878, under which duties of excise were levied was es¬ 
sentially a revenue measure. The sale of intoxicants was 
permissible only under a licence. The shops were locat¬ 
ed at places approved by the Collectors and the licensees 
had to sell the intoxicants within the limits of retail sale 
fixed by Government. Hours of sale were also fixed and 
the rights of selling country liquor, toddy, opium, hemp 
drugs and other intoxicants at the licensed shops were 
auctioned annually. At times shops were disposed of 
by tender or negotiation. For foreign liquor shops other 
than ‘on’ shops were not auctioned but licences were 
renewed yearly in favour of persons already holding 
them. Foreign liquor licensees paid a fixed licence fee 
in the mofussil and a licence fee based on the annual 
sale of the previous year in Greater Bombay. The rates 
of excise duty under the Abkari Act were fixed from 
time to time by notification in the Official Gazette . On 
Imported foreign liquor, pass fee, and assessment fee 
(in the case of sales by local licensed vendors) or spe¬ 
cial fees (in the case of liquor imported by private in¬ 
dividuals) were levied. On Indian made foreign liquor. 
Excise duty also was levied. During the post-war period 
the Abkari Act has been repealed and a Prohibition Act 
has been enacted during the year 1949. The excise 
duties and fees which were levied under th Abkari Act 
are now being levied on all excisable articles under sec¬ 
tions 105, 144 and 148 of the Prohibition Act. The ope¬ 
rative rates of excise duty, pass (vend) fees, special 
fees and assessment fees in force on the 1st November, 
1953 are shown in statement XIII. 


2. Excise Policy .—Annual receipts from State excise 
during the period 1938-39 to 1953-54 are shown in state¬ 
ment XIII. The annual revenue from excise has fluc¬ 
tuated with the changes in policy regarding control 
over consumption of intoxicants. The trends in policy 
may be broadly reviewed under four periods, viz .— 

(1) prior to 1938-39, 

(2) from 1939-40 to 1946-47, 

(3) from 1947-48 to 1949-50, and 

(4) from April 1950 onwards. 


The general policy before 1938-39 was of maximum re¬ 
venue with minimum consumption and keeping down 
illicit consumption. 


As soon as the Congress Ministry assumed office, the 
attempts at reducing the consumption of intoxicants 
through Prohibition and Dry Area Schemes in selected 
localities were started. The localities selected were the 
districts of Kanara and Broach, and parts of the dis¬ 
tricts of Ahmednagar, Surat and Ahmedabad as well 
as the cities of Bombay and Ahmedabad. The Prohibi¬ 
tion and Dry Area Schemes affected only about one- 
fourth of the population of the State. The pre-war policy 
was implemented under the Abkari Act. 


In 1940 in the case of Chinubhai Lalbhai vs, the 
Emperor, the High Court of Bombay declared that the 
Abkari Act of 1878 was meant primarily to secure ex¬ 
cise revenue and that “nowhere in the Act is there any¬ 
thing to suggest that the Legislature contemplated in¬ 
troduction of total Prohibition of intoxicants as a mea¬ 
sure of social reform; such introduction would virtually 
make an end of the purpose of the Act”. The Congress 
Ministry had already resigned after the declaration of 
war in 1939 and the Section 93 Government amended 
the preamble of the Abkari Act to get over the difficul¬ 
ties created by the above judgment. A reference was 
once again made to the High Court and the High Court 
upheld its previous judgment ajid also declared that no 
restrictions on foreign liquor could be placed by the 
Provincial Government even in the Prohibition and Dry 
Areas. In view of these judgments of the High Court 
the Section 93 regime reversed the policy of Prohibition 
and reverted to the original excise policy. All restric¬ 
tions on the movement of foreign liquor were removed 
and in the areas other than dry areas, no attempts 
were made to reduce consumption of intoxicants. Table 
11 indicates the increase in the consumption of Intoxi¬ 
cants by the end of the war, as compared to 1938-39 
in Bombay State, excluding the merged areas, 


Table 11 . —Consumption of Important Categories of 
Intoxicants 


Estimated 

1 93^*39 1946-47 value in 

1946-47 


(Figures in lakhs) Rupees in lakhs 


(1) Toddy— (A) No. of trees 
licensed to be tapped. 

4 ’* 

63 

527 

(B) Gallons . 


1 4 i 


(2) Country Liquor Gallons . 

9-9 

10 '9 

617 

(3) Foreign Liquor Gallons 

u *7 

18-8 



Consumption figures of toddy recorded in the annual 
administration reports are not very reliable and the 
number of trees licensed to be tapped during each year 
gives a more correct index of consumption. The data 
indicate no decrease in toddy consumption, 10 per cent, 
increase in the consumption of country spirit, and 70 
per cent, increase in the consumption of foreign liquor. 
During war-time and in the initial stages of the post¬ 
war period, there was surplus purchasing power in the 
hands of the public because of the growing spiral of 
inflation. The prices of intoxicants increased from time 
to time, along with the prices of other consumer goods. 
These together with the existence of armed forces in 
Greater Bombay and in camps at Poona and elsewhere 
helped to increase the receipts from State excise from 
Rs. 2’8 crores in 1938-39 to Rs. 3’7 crores in 1942-43 
and to Rs. 9 - 7 crores in 1940-47. In 1938-39, State ex¬ 
cise accounted for 28 per cent, of the annual revenue 
and 30 per cent, of the State tax revenue. Receipts 
from State excise during that year were lower only 
than the receipts of land revenue. In 1946-47, the re¬ 
venue from State excise amounted to 24 per cent, of the 
annual revenue but 34 per cent, of the State tax re¬ 
venue. State excise by the end of the war thus became 
the largest single source of tax revenue. 

3, Post-War Prohibition Policy .—As soon as the 
popular Government assumed office in 1946, it decided 
to introduce total prohibition throughout the State by 
quick stages, spread over a period of three years com¬ 
mencing from April 1947. The sale of all intoxicants 
was curtailed progressively by 25 per cent, each year 
from April 1947 culminating in total prohibition in 
April 1950. The progressive reduction of consumption 
was ensured by the following measures: — 

(i) closure of Excise shops for two days in a week 
in 1947-48, for 3 days in 1948-49 and 5 days in 
1949-50, 

(if) progressive reduction in the number of shops in 
1947-48, 1948-49 and 1949-50. 

(in) reduction in the strength of liquor in the case 
of country liquor; 

(iv) progressive reduction in the limits of possession 
of potable foreign liquor and drugs. 

( v) increase in the rates of excise duty on liquor. 

(?;i) penalty for drinking denatured spirit. 

(mi) enhancement of punishment for excise offences. 

Complete prohibition was inaugurated on the 6th April 
1950. 

Under Sections 12 to 23 of the Bombay Prohibition Act 
of 1949, production, manufacture, import, export, trans¬ 
port, sale, purchase, possession, consumption and use 
of all intoxicants declared as such which include liquor, 
toddy, foreign liquor, opium, ganja, bhang, charas, pres¬ 
cribed narcotic drugs and any other notified intoxicants, 
are prohibited except as permitted by Government. 
Armed Forces have been permitted to consume foreign 
liquor by rules and regulations, in military and naval 
messes and canteens. Diplomatic representatives of 
foreign countries and their staff, visitors from places 
outside the State and temporary residents, as defined 
in the Bombay Foreign Liquor Rules, 1953, are granted 
foreign liquor permits. Permits for the consumption of 
foreign liquor, opium, ganja or bhang are also granted 
to residents of the State on grounds of health under 
certain conditions. The use of intoxicants by Doctors, 
Vaidyas and Homeopaths registered under the Bombay 
Medical Act of 1912 or the Bombay Medical Practi¬ 
tioners’ Act of 1938 is permitted by licences granted 
under the Bombay Prohibition Act. Provision has also 
been made for licences and permits for the use of dena¬ 
tured spirit, rectified spirit, alcohol etc., when they are 
required for medicinal, industrial, educational, scientific 




and similar purposes. Illicit Distillation, and manufac¬ 
ture, import or sale of intoxicants in contravention of 
the provisions of the Act are liable to punishment of 
imprisonment up to a year and a fine up to Rs, 1,000 
for the first offence. Drinking without a permit is liable 
to lighter punishment. The total excise revenue of the 
Bombay Government including the receipts from the 
Government distilleries in 1946-47 prior to the period of 
Prohibition amounted to Rs. 9'74 crores. Among the 
merged areas, the Baroda State followed the policy of 
gradual prohibition started by the Government of Bom¬ 
bay since 1948-49. Prior to prohibition, the total revenue 
from State excise of the Baroda State was Rs. 1*2 crores 
and for all merged areas, the annual revenue may be 
estimated at Rs, 2 crores. But for prohibition, the an- 
nual revenue from State excise in each of the years 
1950-51 to 1953-54 would have been at least Rs. 11‘75 
crores. The actual revenue in 1953-54 is estimated at 
Rs. 112 lakhs. The total loss of revenue during the 

period 1947-48 to 1953-54 may be estimated at Rs. 51*6 

crores as indicated in Table 7—Memorandum I, The 
loss of revenue has been more than recovered by measu¬ 
res of additional taxation as indicated in that state¬ 
ment, 

4. Administration .—With the introduction of prohibi¬ 
tion, the machinery of administration and enforcement 
is two-fold, namely, the office of the Director of Prohi- 
tion and Excise and the Police Force. The office of the 
Director of Prohibition and Excise under the Revenue 
Department is in charge of administration of the Act 

and collection of duty. The office of the Director of 

Prohibition and Excise is assisted by the Home Depart¬ 
ment and the Police Force, in enforcement and preven¬ 
tive work. For purposes of educating public opinion 
and helping Government in the successful implementa¬ 
tion of its prohibition policy, a prohibition Board with 
six sub-committees has been established. Local co-ope¬ 
ration is also being mobilised by the appointment of 
District and City Prohibition Committees, The work of 
assessment, issue of permits and licences is being look¬ 
ed after by the office of the Director of Prohibition and 
Excise under the Revenue Department. While the esta¬ 
blishment for assessment and collection of revenue has 
decreased as a result of Prohibition, additional staff 
particularly an increase in the police force and machi¬ 
nery for propaganda have been found necessary for 
preventive work. In 1946-47 for the State excluding 
merged areas, an administrative expenditure of Rs. 79 
lakhs was found necessary for a revenue of Rs. 97 
crores. If the merged areas were included » a total ad¬ 
ministrative expenditure of Rs. 1 crore would have 
been necessary. The total cost of administration of the 
Act and enforcement of prohibition in 1952-53 is esti¬ 
mated at Rs, 86 lakhs as shown below:— 

(Rupees in 



lakhs) 

Prohibitions and Excise Offices , 

21 

Nasik Distillery..... 

IO 

Publicity ..... 

2 

Prohibition Police .... 

53 


86 


Some additional staff for preventive work is being ap¬ 
pointed during the year 1953-54. Even so. it will be 
seen that the total cost on administration and enforce¬ 
ment of prohibition has not been more than what would 
have been the administrative expenditure on assess¬ 
ment and collection of excise revenue in the absence of 
prohibition. In the estimates of loss due to prohibition, 
it is not necessary therefore to add the cost of preven¬ 
tive staff because in money terms, the preventive staff 
has only replaced whatever administration would have 
otherwise been necessary for the assessment and collec¬ 
tion of available revenue in the absence of prohibition. 

5. Bombay Sales of Intoxicants Taxation Act of 1953. 
—Statement XIII gives the rates of duty and fees viz, 
pass fee, assessment fees and special fees. As the 
quantum of these fees is not commensurate with the ser¬ 
vices rendered to those who pay them, the Government 
of Bombay decided to regulate the levy of such fees by 
converting a portion of the fees into a sales tax on cer¬ 
tain well-defined classes of intoxicants. Accordingly, 
the Bombay Sales of Intoxicants Taxation Act, 1953, has 
been enacted. The maximum rates of sales tax leviable 
under section 3 of the Act are as follows: — 


The above sales tax is to be paid in addition to the 
general tax but not special sales tax payable under the 
Bombay General Sales Tax Act, 1953. This tax is to be 
collected at only one stage of sale. The Collector of Sales 
Tax, and not the Director of Excise and Prohibition has 
been charged with the responsibility of assessment, col¬ 
lection of revenue and administration of the Act. While 
enacting the Bombay Sales of Intoxicants Taxation Act 
of 195^3, Government has also taken the opportunity to 
place a high rate of special sales tax on spirituous and 
medicinal preparations, in order to prevent the mis-use 
of some of these preparations as intoxicants. The Act. 
was passed by the Legislature in April 1953. This Act, 
did not make any provisions for levying a lower rate of 
tax on various categories of intoxicants liable to the 
sales tax, if Government so desired. In the monsoon 
session of the Legislature, therefore, an amending Act 
has been passed. 

ANSWERS TO THE QUESTION AIRE 
Question No. 135. 

(a) In regard to State excise duties and the revenue 
there from, have you any comments or suggest 
tions to make — 

(i) on features of importance connected with the 
system cf levy of these duties in different States t 
or 

(ii) on policies involving various degrees of retire 
quishment in certain States of the revenue from 
these duties ? 

Should there, in this context, be uniformity between 
different States? If so, in what particulars and to what 
extent? 

If there are any policies operative in your State which 
involve relinquishment of excise revenue in full or in 
part, please indicate briefly the objects of the policies and 
give any information which may be available in regard to 
the extent to which those objects are being, or are live¬ 
ly to be, fulfilled . What is the extent of the revenue re¬ 
linquished ? What is the cost of the administration and 
enforcement of the policies (including the cost of any 
arrangements for educative or other propaganda in the 
context of the implementation of the policies )? 

As a mode of taxation, the levy of excise duties has 
a two-fold objective. In the first place, excise duty may 
be used as a means of raising a large amount of reve¬ 
nue through indirect taxation of a commodity in com¬ 
mon consumption like cloth. Quite often, a higher rate 
of duty may be levied on a few selected articles which 
are either conventional necessities or luxuries and semi¬ 
luxuries like tyres or cigarettes. The primary purpose 
of both these taxes, however, is revenue. Secondly, ex¬ 
cise duty as the name itself implies may also be used 
as a means of sumptuary taxation to control or regu¬ 
late the consumption of commodities which adversely 
affect the health and social economic well-being of the 
community as a whole. Excise taxation of intoxicants 
is sumptuary and must be distinguished from excise 
taxation, the primary purpose of which is revenue. Con¬ 
trol over consumption of intoxicants has been attempted 
in two ways viz,, (i ) heavy taxation and (ii) physical 
control over distribution of supply. Experience in the 
past has shown that an increase in excise duties on into¬ 
xicants only raises revenue without substantially reduc¬ 
ing consumption. This is because the demand for intoxi¬ 
cants as a result of habits formed over a long period has 
become inelastic. The alternative, therefore, is physical 
control over available supply and its gradual reduction 
to the absolute minimum. 

As soon as the popular Government assumed office in 
1946, it decided to introduce total prohibition through¬ 
out the State by quick stages, spread over a period of 
three years commencing from April 1947. The sale of all 
intoxicants was curtailed progressively by 25 per cent, 
each year from April 1947 culminating in total prohibi¬ 
tion in April 1950. The progressive reduction of consum- 
tion was ensured by the following measures: — 

(i) closure of Excise shops for two days in a week 
in 1947-48, for 3 days in 1948-49 and 5 days in 
1949-50; 


Name of Intoxicant 

i 

i, (i) Foreign liquor 
(ii) Country liquor 


Rate of tax 

^Six annas in the rupee of the sale 
. J price. 


2. Spirituous medicinal Four annas in the rupee of the 
preparations. sale price. 


3. (i) Non-potable liquor 


(ii) Opium , 

(iii) Hemp drugs . 


I One anna in the rupee of the 
f sale price. 


(ii) progressive reduction in the number of shops 
in 1947-48, 1948-49 and 1949-50; 

(iii) reduction in the strength of liquor in the case 
country liquor; 

(iv) progressive reduction in the limits of posses¬ 
sion of potable foreign liquor and drugs; 

( v ) increase in the rates of excise duty on liquor; 

(vi) penalty for drinking denatured spirit. State¬ 
wide Prohibition was inaugurated on the 6th 
April 1950; 

(vii) enhancement of punishment for excise offences. 



The case for prohibition .—Throughout the period of 
the political struggle for freedom against the British 
Government prohibition has been pressed forward by 
Indian Statesmen under the leadership of Mahatma 
Gandhi, as a goal of State policy and the Constitution 
has laid down prohibition as one of the directive prin¬ 
ciples of State policy. Article 47 of the Constitution of 
India states the following:— 

“Duty of the State to raise the level of nutrition and 
the standard of living and to improve public health. The 
state shall regard the raising of the level of nutrition 
and the standard of living of its people and the improve¬ 
ment of public health as among its primary duties and, 
in particular, the State shall endeavour to bring about 
prohibition of the consumption except for medicinal 
purposes of intoxicating drinks and of drugs which are 
injurious to health”. The prohibition policy of the 
Bombay Government is thus a faithful implementation 
of one of the directive principles of State policy laid 
down in the Constitution. 


Prohibition and Planning. —Prohibition has done no 
harm, moral or material, to the people of Bombay State 
The total annual income of the people of the State may 
be estimated at about Rs. 1,100 crores per annum. Of 
this annual national income, Governmental authorities, 
Central, State and Local, appropriate about Rs. 125 cro¬ 
res or a little over 10 per cent. The rest of the annual 
income is spent or saved by the people as they choose. 
It will be seen, therefore, that the moral and material 
well-being of the people as a whole does not depend on 
wise spending through planning or otherwise by the 
Governmental authorities only but also depends to a 
substantial extent on conscious, judicious and wise out¬ 
lays on the part of the citizens themselves i.e., on the 
patterns of expenditure in the private sector. In the 
system of mixed economy to which we are wedded, 
planning does not merely mean planning extensive ex¬ 
penditure in the public sector by Governmental autho¬ 
rities. Successful planning simultaneously requires wiser 
spending wherever possible of the resources for volun¬ 
tary spending in the hands of the private sector which 
absorb 90 per cent, of the annual national income. Prior 
to prohibition, annually an amount of Rs. 35 crores (in 
Bombay State and in the merged areas) was being ex¬ 
pended by the private sector on consumption of intoxi¬ 
cants of which an amount of about Rs. 10 crores was 
being appropriated by the State Government as taxation. 
Excluding the taxed portion, it cannot be gainsaid that 
expenditure of the private sector on intoxicants was a 
waste of resources. The aim of prohibition is to save 
the entire amount of, Rs. 35 crores from being wasted 
and to provide an opportunity to the private sector to 
expend the amount on more socially desirable objects 
which would ultimately help either in raising their 
standard of living or assist in maintaining the existing 
standard of living from being adversely affected by in¬ 
flationary increase in the cost of living. 

Prohibition and State Taxation. —Excise taxation of 
intoxicants is not a very equitable method of getting 
tax revenue. In the days of unrestricted consumption, 
it is estimated that the drink bill of the State was being 
footed by 10 per cent, of the population consisting of 
the drink addicts and their families. Of the revenue in 
1946-47, Rs. 5‘05 crores or 55 per cent, were derived 
from taxation of the country spirit, toddy, opium and 
hemp drugs mainly consumed by poor and the middle- 
classes. Recent surveys made on behalf of the Prohibi¬ 
tion Board by the Bombay University, School of Eco¬ 
nomics and the Tata Institute of Social Sciences show 
that the minimum average monthly expenditure of a 
drink addict is Rs. 11-1-1 in urban areas and Rs. 8-8-0 
in rural areas. Assuming a State average annual expen¬ 
diture of Rs. 100 per addict, incidence of the State ex¬ 
cise tax comes to Rs. 30 per addict. In addition, the ad¬ 
dicts also pay other taxes of the State Government, 
Government of India and the Local Authorities. The 
State tax burden in the State from State taxation mea¬ 
sures excluding Central and Local taxes is Rs. 10-4-10 
per capita. An individual tax measure which impinges 
thrice as much incidence and monetary burden on a 
citizen as the aggregate incidence of all other State tax¬ 
es, is a very inequitable tax indeed and all the more so 
because it is not a tax on any consumer expenditure 
which satisfies a basic human want but tends to en¬ 
courage escapism. Prohibition by reducing the inci¬ 
dence of such an inequitable levy has led to a progres¬ 
sive re-adjustment of the tax structure according to the 
taxable capacity of the people. The State Government 
has recouped the loss of excise revenue by additional 
taxation measures like sales tax, taxation of instruments 
used in forward markets, increase in betting and enter¬ 
tainment duties, cess on sugar-cane, electricity duty on 
industrial power and increased taxation on motor spirit 
and motor vehicles. Against the estimated loss of Rs. 
51 6 crores through the reduction in the burden of excise 
taxation between 1947-48 and 1953-54 the State Gov¬ 
ernment has imposed additional taxation estimated to 
yield Rs. 87-9 crores. The changes in the form of taxa¬ 
tion have also ensured a wider population coverage of 
34—1 T. F„ Com. (N. 


State taxes. Excluding the State share of Centrally col¬ 
lected taxes, the per capita State tax revenue of the 
Government of Bombay in 1953-54 after prohibition is 
estimated at Rs. 10-4-10. The per capita tax of Bom¬ 
bay may be compared with similar taxation in West 
Bengal and Uttar Pradesh, who have not implement¬ 
ed any extensive temperance policy. It may be argu¬ 
ed that the per capita income of the people of Bom¬ 
bay State is higher than that in Uttar Pradesh and 
may be a little higher than that of West Bengal too. 
The National Income Committee of the Government 
of India in the report for 1948-49 have not indicated 
State-wise calculations of National Income, It would 
be possible however to estimate approximately the 
per capita income of a State by multiplying the in¬ 
come as estimated by the Committee of an earner in 
each important occupational group with the number 
of earners of each such group in the State for which 
estimates are under calculation. Thus considered, the 
per capita income and the per capita State taxation 
in Bombay, Uttar Pradesh and West Bengal are as 
follows : — 


Table 12 .—Per capita income and State Taxation in 
Bombay , Uttar Pradesh and West Bengal 



Per capita 
State 
Taxation 

Column 2 Estimated 
as per cent per capita 
of Bombay income 

Column 4. 
as per cent. 
ofBombay 


I 

2 

3 

4 

5 


Rs, a. p. 


Rs. 


Bombay 

. jo 4 io* 

lOO 

3*7 

xoo 

Uttar Pradesh 

* 7 3 io 

7 6 

267 

84 

West Bengal . 

. 9 o 6 

88 

298 

94 


•Excludes share in Centrally collected taxes like Income tax. 

It will be seen that the per capita State tax revenue 
in both Uttar Pradesh and West Bengal is lower than 
what the differences in the per capita income of each 
of these States and Bombay would justify. While the 
per capita income of West Bengal is only 6 per cent, 
lower than that of Bombay State, the per capita State 
tax revenue is 12 per cent, lower. Similarly, while the 
per capita income of Uttar Pradesh is 16 per cent, lower 
than that of Bombay State, the per capita State taxa¬ 
tion in the former is lower than that in the latter by 24 
per cent. It will be seen therefore that compared to 
the non-prohibition States, Bombay State has not spared 
any efforts to raise the tax resources to an adequate 
level. If this is so, it d_oes not matter whether the State 
Government raises the necessary resources either by a 
substantial exploitation of excise taxation of intoxicants 
or utilises other sources. On the contrary, given an 
equivalent amount of per capita State taxation between 
a prohibition and a non-prohibition States ceteris paribus 
the tax structure of the prohibition State is the more 
equitable in a country, like India where a substantial 
amount of excise taxation is bound to be paid by the 
poor and the middle classes. 

Socio-economic advantages .—In the tropical climatic 
conditions of Bombay State, drinking of intoxicants is 
not at all a necessity. Intemperate drinking not merely 
does harm to the drink addicts, but also harms the socio¬ 
economic well-being of their families, particularly their 
dependants. In the Industrial cities, the prohibition 
policy has helped partly to relieve the economic distress 
of the former drink addicts that would otherwise have 
been caused by the post-war increases in price-level 
and costs of living. Towards the latter part of 1951, the 
Government of Bombay appointed a Special Officer to 
report on the administration and implementation of 
prohibition policy in Bombay State. A copy of the report 
of the Special Officer, Shri M. D. Bhansali, I.C.S., is 
enclosed for the information of Commission. The general 
conclusion of the Special Officer is that prohibition has 
been eminently successful in the rural areas and that 
illicit distillation, if any, is prevalent in the coastal 
tracts and to some extent in the large cities of the State. 
Prohibition has brought substantial benefit to Adiwasis 
and Backward Classes. The customary consumption of 
intoxicants on festive occasions has practically disap¬ 
peared. Street brawls, petty fights and quarrels in the 
public caused by drinking have also disappeared. The 
purchasing power which used to be wasted after the 
drinking evil can now be spent after current consumer 
needs, can be expended after meeting past debts or in 
the alternative, may be just saved according to the 
individual economic position of the former drink 
addicts. To the extent that the saved purchasing power 
is expended on current consumer needs, the Govern¬ 
ment would get back a portion of it through the various 
taxes on consumption like sales tax and taxes on 
entertainments. In the long run, successful prohibition 
will improve the productive capacity of the citizens of 
the State. 
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The prohibition policy of the Bombay Government 
(i) has ensured wiser spending in the private sector 
which will ultimately help attempts at planning and im¬ 
provement in standards of living; (ii) has increased the 
taxable capacity of the private sector which can be tap¬ 
ped by other taxes more equitable than excise taxation 
of intoxicants and offering a wider coverage of the po¬ 
pulation; and (iii) has improved the existing and pros¬ 
pective productive capacity of the citizens of the State 
by the prevention of all the deterioration in health stand¬ 
ards, lack of domestic peace, amity, moral degradation 
and industrial unrest generally occasioned by consump¬ 
tion of intoxicants particularly among the working 
classes agricultural and industrial, in the State, 

Question No. 135 (b). 

Is there proper co-ordination between the levy of Cen¬ 
tral Excise on medicinal and toilet preparations contain¬ 
ing alcohol, etc., and of State Excise on alcoholic liquors *? 
If not, what steps would you suggest to ensure adequate 
co-ordination ? 

Supplementary Questions 

To what extent , in your State , do the rates of levy 
on alcoholic liquors differ from those on medicinal and 
toilet preparations containing alcohol ? Is there an in¬ 
creasing tendency to put alcoholic liquors on the market 
in the guise of medicinal preparations? 

Have you any comments, from the point of view of 
the revenues or policies of your State, on the proposal 
of the Central Government to enact a law for the levy 
of uniform rates of excise duty on medicinal prepara¬ 
tions , etc.? 

Statement XIII indicates the rates of excise duty and 
fees on various intoxicants as well as the excise duty 
rates on medicinal and toilet preparations. Spirituous 
medicinal preparations which are liable to be abused as 
alcoholic intoxicants are taxed at the rate of Rs. 17-8-0 
per gallon while those which serve the genuine 
purpose of medical relief are taxed at the rate of Rs. 5 
per gallon. Even when abused as intoxicants, the rate of 
duty on medicinal preparations is lower than the duty 
on intoxicants like country liquor and foreign liquor. 
For example, the applicable rate of duty for most types 
of country liquor is Rs. 25 per gallon while for wines, 
brandy and other types of foreign liquor the total rate 
of duty including fees exceeds Rs, 60 per gallon. The 
Government of India proposes to enact legislation pres¬ 
cribing rates of excise duty on medicinal and toilet pre¬ 
parations based on the recommendations of an Expert 
Committee which recently submitted a report on the 
subject. In the proposed Central Bill, on medicinal pre¬ 
parations not liable to be used as intoxicants, a rate of 
Rs, 5 per gallon has been suggested, while on medicinal 
and toilet preparations likely to be abused as intoxi¬ 
cants a rate of Rs. 17-8-0 per gallon has been suggested. 
These rates are the same as those being levied by the 
Government of Bombay. The Government of Bombay 


has accepted the recommendation of the Expert Com¬ 
mittee as well as the provision of the proposed Govern¬ 
ment of India Bill. 

When abused as intoxicants, an extensive use of spiri¬ 
tuous and medicinal preparations comes in the way of 
successful implementation of Prohibition. Statement 
XV indicates the quantities of various types of medici¬ 
nal and spirituous preparations abused as intoxicants 
manufactured and imported in the State of Bombay dur¬ 
ing the years 1949-50 to 1952-53. From a total consump¬ 
tion of 21’8 thousand gallons in 1949-50, the consump¬ 
tion of spirituous medicinal preparations abused as in¬ 
toxicants has increased five-fold to over one lakh gal¬ 
lons in 1952-53. The current annual consumption of these 
preparations amounts to 3 per cent of the pre-prohi¬ 
bition aggregate consumption of country liquor and 
foreign liquor. These preparations do more damage 
to the health of drink addicts than the com¬ 
monly used intoxicants. Under the existing con¬ 
stitutional provisions while the State Govern¬ 
ment can regulate internal manufacture of those pre¬ 
parations it cannot control the Inter-State trade parti¬ 
cularly imports of such preparations into the State of 
Bombay. For the successful implementation of Prohi¬ 
bition policy and on health grounds too, it is necessary 
to reduce to the minimum the consumption of these in¬ 
toxicants. The Government of Bombay has enacted a 
Drugs Control Act in 1952. Under sections 3, 4 and 5 of 
which Government has taken powers so that all spiritu¬ 
ous medicinal preparations likely to be abused as into¬ 
xicants and notified as such by Government may be 
sold by dealers to consumers only in such a manner as 
is prescribed by Government from time to time. These 
medicinal preparations cannot be sold to consumers 
without prescription from medical practitioners. The 
dealers, manufactures and importers of these prepara¬ 
tions, however, change the patent names as soon as 
Government notifies a popular variety as one abused as 
an intoxicant. Apart from physical control over supplies, 
it is necessary therefore to resort to fiscal means to 
discourage the use of these preparations in a Prohibition 
State, over and above the excise duties at present levied 
by the State Government which are the same as are 
proposed by the Government of India in their Bill. 
Under the Bombay Sales of intoxicants Taxation Act 
1953, the Government of Bombay proposes to levy a 
special sales tax of 4 annas in the rupee on spirituous 
medicinal preparations. The levy of the sales tax 
will not adversely affect the use of genuine medicinal 
preparations containing alcohol in requisite quantities 
because by an amendment to the Bombay Sales of In¬ 
toxicants Taxation Act in October 1953 Government has 
taken powers to reduce the rate of tax on any prepara¬ 
tions. On medicinal preparations abused as intoxicants, 
however, the full rate of the tax can be applied. 

On most toilet preparations, the Government of Bom¬ 
bay levy an excise duty of Rs. 17-8-0 per gallon. The 
rate of duty is the same as that incorporated in the pro¬ 
posed Central Bill for regulating excise duties on medi¬ 
cinal and toilet preparations. 


STATEMENT XIII 

Statement showing the Operative rates of the excise duty , Pass (Vend) Fee , special fee and assessment fees 

in Bombay State. 


$.1 No. Article Excise Duty 


Pass (Vend) Fee 

Authority 

Special Fee 

Authority 

Assessment 

Authority 


In bottles 

In wood 

Fee 


I 2 3 

4 

5 


6 

7 

8 

9 

10 

Rs. a. p. 


Rs, a, p. 

Rs, a. p. 


Rs, a. p. 


Rs. a, p. 


j Rectified Spirit . . 70 5 0 

Per P.G. 

G, N„ R. n., 
No, 10504/39 
dated 23 rd July 
1949, as amen¬ 
ded by G. N. f 

1 0 0 

Per P.G. 

1 0 0 

Per P.G. 

G. N., R. D., 
No. 5888/51. 

dated 1st 

April 1953 . 

F £Nil 

G, N.,R.D., 3 12 0 

No. 5888/ Per doz. qts, 
51, dated 1st 

April 1951. 

Commissioner’s No, 
51-3/28 of 1st Octo¬ 
ber 1928. 


B0B1/45 (fd 

dated utli 

August 1950. 


2(0) 

Spirits (except denatured 
spirit manufactured in 
India). 

70 5 0 

Per P.G. 

Do, 

. 1 8 0 

Per doz. 
qts. 

1 O 0 

Per P.G. 

Do. 

m 

♦Liqueors, Cordials and 
mixtures strength not (t) 
to be tested, 

93 12 0 

Per P.G. 

Do. 

, 1 8 0 

Per doz, 
qts. 

1 0 0 

Per P.G. 

Do. 


(ii) Tested . 

70 5 0 

Per P. G, 

Do. 

100 
Per doz. 
qts, 

1 0 0 

Per P,G. 

Do. 

3 

Ale, Beer, Fermented 
liquors, 

960 

Per P. G. 

Do, 

060 
Per doz. 

030 
Per E.G, 

Do. 

4 («) 

Wines (all)** above 17 
per ccqt. P, S, 

7n 5 0 

Per P.G, 

Do* 

O 12 0 

Per doz. 
ots. 

060 
Per B.G, 

Do* 


12a o o Do. 
per doz, qts. 

(60 per 
B. G.). 


120 o o G. R., R. D., No 
2843/49 of 8 th Dece¬ 
mber 1949, 


120 o o Do. . i»o 
per doz. qts. 

(60 per 
B. G.). 

Do. . 


o o ♦Liquors and Cor¬ 
dials are treaed as 
spirits, G. R., R. D. 
No. 2843/49 of 8th 
December, ig4g. 


780 
Per doz. qts. 

3 12 o 
per B.G. 

30 0.0 

Per doz. qts, 


Do. 


Do, 


780 Ditto. 

Per doz. qts. 


30 o o **No pass (vend)fee 

per doz. qts. or special fee or 

assessment fee is levied 
on medicated 

tonic wines.. 

G. R., R. d! 

2843/49 of 8 th Dece 
rober, 1949. 
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STATEMENT XIII— contd. 

12 34 5 6789 10 


4 (b) 


5 {a) 

5 (b) 

6(a) 

6(b) 

6(c) 


7(a) 

m 

*nd (c) 


Rs. a. p. 

Wines up to 17 per cent. 980 

P. S, (Not medicated or Per I. G. 
Tonic), 


Medicated or Tonic 
Wines 5 per cent, 
to 17 per cent. p. S. 
Medicated or Tonic 
Wines below 5 per cent. 
Spirituous Medicinal 
Preparations not liable 
to use as beverage. t 
Spirituous Medicinal 
Preparations (liable to 
use). 

Spirituous Medicinal 
Preparations with or 
alcohol preservative, 

(1) Up to 17 per cent. 
P, S. 

(h) above 17 per cent. 
P, S, 


500 
Per I G. 


Nil 


Rs. a, p, Rs. a. p. 

G.N., R.D., No. 0120 060 

10504-39, dated Per doz. Per B,G. 
23rd July J949, qts. 
as amended by 
G.N., R.D.,No. 

8081-45(8)- dated 
1 ith August 1950. 


G. N., R. D., 
No, 5888-51, 
dated 1 St 
April 1953. 


Rs, a. p, 

30 0 o G.N., R.D., 
Per doz. qts. No. 5888-51, 
15 00 dated 1st 

B. G. April 1951. 


Rs. a. p, 

30 o o 
Per doz. qts. 


Do. 


Nil 


Nil 


Nil 


(28) Asvas below 5 per 
cent. P. S, 

(28) Asvas manufactured 
by Vaidyas for use tn 
their practice up to 20 
per cent. P. S. 

Toilet Preparations 


Alcoholic Essences and 
perfumed spirits Eau-de- 
cologne. 

Country Liquor 


11 *Toddy (Tree tax) 


12 ‘Toddy 


13 Denatured Spirit 


14 Methyl Alcohol 


15 Higher Alcohols et'r.. 

Amyl alcohol, Butyl 
alcohol. Propyl alcohol, 
Capryl alcohol, Fusel 
alcohol, Iso Propy 
alcohol. 

16 Ganja ...» 


17 Bhang , 


Nil 


Nil 


18 Opium 


G. R. # R. D., 
No. 2843-49 
of 8th Decem¬ 
ber 1949. 


o 

o 

Do, 

Nil 



Nil 


Nil 


Per P. G. 

17 8 0 

Do. 

Nil 



Nil 


Nil 


Per P, G. 


Do. 

Nil 



Nil 

Nil 

Nil 

Nil 

0 

0 

Per P. G. 









70 5 0 

PeriP. G 

i. 300 

Do. , 

Nil 

Nil 

Nil 

Nil 

Nil 

NU 

NU 

Per I. G 

Nil 

Nil 

Do, 

(G. O. R. D., No. 
9987-49 (a) 

of 28th June 
1951) item (5). 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

NU 

17 8 0 

Per P, G. 

G, N., R. D., 
No. 10504/39 of 
23rd July 1949* 

Nil 

Nit 

Nil 

Nil 

NU 

Nil 

NU 

25 10 0 

Do. . 

Nil 

Nil 

Nil 

Nil 

NU 

Nil 

NU 

PerP. G, 

Ranging from 
Rs. 1—9 to 
Rs, 30 per 
P. G. 

G.N.,R,D.,No. 
468/39 of 13th 
March, 1948. 

Nil 

t 


Nil 

Nil 

NU 

Nil 

Nil 

Ranging from 
Re. 1 to Rs, 
28 per tree. 

G. N„ R. D„ 
No, 7560/39, of 
9th August 

1949- 

Nil 


Nil 

Nil 

Nil 

Nil 

Nil 

480 
to 600 

per imperial 
Gallon. 

G, N., R. D., 
No. 3562/39 (<f) 
of 25th June 
1948. 

Nil 


Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

0 12 0 

Per B.G. 


G. N„ R. D., 
No. 25/33 of 
25th Febru¬ 
ary 1933. 

NU 

Nil 

NU 

NU 

Nil 

Nil 

0 12 0 
Per B.G. 


[Rules 3(3) of 
the Bombay 
Methy Alcohol 
Rules, IQ43]- 

Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

0 12 0 

Per B.G. 


G. I.., R. D., 

No. o/74933-C* 
dated 4th 

October 1950. 

Nil 

NU 

NU 

Nil 

40 0 0 

Per Seer, 

G. N., R, D,, No, 
10484/45, of 

29th January 
1951. 

Nil 


Nil 

Nil 

NU 

Nil 

NU 

780 
Per Seer. 

G. N., R. D,, 
No, 10484/45 

of 29th Janu¬ 
ary 1951, as 
amended bv G. 
N., R. D., No. 

G. N. J., 1153, 
dated 20 th 

June 1953. 

Nil 


Nil 

Nil 

Nil 

Nil 

Nit 

60 0 0 

Per Seer. 

G. N.. R. D„ 
No. 8082/51, 
dated 6th May 
1953. 

Nil 


Nil 

Nil 

NU 

Nil 

Nil 


♦The possession, use and consumption of Toddy has been completely prohibited in the State from April 1950. 


TABLE XIV 


Sources of Excise Revenue in Bombay State, 1935-36 to 1953-54. 


(in lakhs of rupees 




1935' 

36 

1936- 

37 

*937- 

38 

1938- 

39 

1939- 

40 

1940- 

41 

1941- 

42 

1942- 

43 

1943* 

44 

*944- 

45 

1945- 

46 

1946- 

47 

1947- 

48 

1948- 

49 

1949- 

50 

1950- 

5* 

1951- 

52 

1952- 

53 

*953 

54 

1 

Country spirits 

161 

157 

156 

138 

84 

77 

89” 

I23 

196 

277 

310 

324 

290 

203 

121 

4 2 

036 

I 


2 

Fermented country liquors 

72 

72 

68 

63 

42 

42 

46 

49 

66 

80 

101 

119 

130 

101 

90 


0-15 

l 

2 

3 

Malt liquors .... 

■08 

•06 

•05 

*07 

*06 

• 3 o 

‘81 

1 * 41 

1-84 

3*12 

i-88 

x • 26 

‘48 

•50 

■26 

■Ol 

o*47 

1 

o*6 

4 

Wines and spirits (foreign 
liquors other than beer, 
medicated wines and commer¬ 
cial spirits). 

28 

25 

28 

23 

15 

45 

7* 

123 

170 

252 

320 

359 

329 

250 

221 

6l 

46 

45 

55 

5 

Recepits from commercial 

splrits-incmding denatured 

spirits and medicated wines. 

3 

33 

4 

3 

3 

4 

4 

3 

3 

3 

4 

8 

7 

7 

12 

12 

6 

7 

6 

6 

Opium . 

22 

21 

19 

18 

*5 

15 

16 

18 

20 

32 

33 

39 

17 

6 

10 

3 

3 

3 

2 

7 

Duties on medical and toilet 
preparations containing alcohol, 
opium, etc, 

2 

2 

2 

2 

2 

3 

4 

3 

2 

4 

7 

6 

4 

8 

KO 

6 

12 

*5 

9 

8 

Hemp and other drugs 

20 

19 

19 

17 

12 

12 

15 

19 

24 

37 

40 

39 

22 

7 

3 

0*50 

1 

1 

0*43 

9 

Receipts from distilleries 

27 

27 

28 

26 

18 

21 

23 

33 

46 

53 

61 

63 

48 

29 

22 

25 

13 

13 

24 

10 

Miscellaneous .... 

I 

r 

I 

2 

2 

6 

6 

6 

13 

25 

2r 

26 

16 

14 

12 

5 

*4 

*3 

16 

ti 

Deduct refunds 

—3 

—3 

—3 

—3 

—3 

—4 

—3 

—3 

— 7 

—to 


—11 

—8 

—9 

4 - 

-*58 

—4 

—2 

— 2 



333 

325 

32* 

290 

190 

225 

270 

375 

536 

755 

890 

974 

854 

617 

496 

113 

92 

98 

*4 
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STATEMENT XV 


Showing the quantities of certain spirituous medicinal preparations which are being abused as beverages, manufactured! imported into this State for the years 

1949-50 to 1952-53 


Name of preparation 




Quantity in 

bulk gallons manufactured/imported 
during 

* 949*50 

1950-5 1 

l 95 ^ 

1952-53 

i 





2 

3 

4 

5 6 

i. Spirit Chloroform , 





3, 88 3 

4,242 

4,671 

6,202 

2. Spirit Aether is Nitrosi 





3,750 

3> 2 93 

6,5 >9 

7.923 

3. Tincture Zingiberis Fortis 





1,076 

b255 

3,751 

1.978 

4. Tincture Zingiberis Mitis 





3> 6 4i 

3.737 

40,782 

24,850 

5. Tincture Cardamoni Co. 





7^30 

6.735 

7.754 

9,242 

6. Tincture Lavendula 





2,339 

1,622 

3.24 8 

1,188 

7, Tincture Cinnamoni Co, 





77 

417 

3.156 

42,960 

8. Halls Wine , 



* 

• 




81,900 bottles. 


N, B.—The first six preparations were declared Notified Drugs under the Bombay Drugs (Control) Act, 1952, on 5th November 195a, i.e., the quantities that 
may be possessed at any one time or sold in any one transaction has been limited. 

The seventh preparation has been declared as Notified Drugs on 30th April 1953. 


IX. SUGARCANE CESS 

As generally understood the distinction between a tax 
and a cess consists in the absence of quid pro quo in the 
former and adherence to the benefit principle in the 
latter. A tax is a compulsory contribution from a citizen 
to the Government for the general expenditure require¬ 
ments of the latter. Assessees of a particular tax can¬ 
not expect that the receipts from the tax would be sole¬ 
ly used for the particular benefit of the class of a ssees 
paying the tax. In the case of the levy of a cess, how¬ 
ever, the assessees are promised by the legislative pro¬ 
visions of the cess that the receipts from the cess would 
be used for the benefit of the class of assessees paying 
the cess. The cess on sugarcare levied by the Govern¬ 
ment of Bombay and other State Governments in India 
is partly a cess and partly a tax, 

2. Rates of Levy .—Following the example of the Gov¬ 
ernments of Bihar and U. P., the Government of Bom¬ 
bay imposed a cess on sugarcane in the year 1948-49. 
Under Section 4 of the Bombay Sugarcane Cess Act, 
1948, the State Government can levy a cess at the rate 
of 6 annas per maund of sugarcane which enters 
into notified local areas for the purpose of consumption 
or use therein. The effective rate applied during the 
year 1948-49 and 1949-50 was Rs. 5-2-0 per ton. Since 
1950, the rate has been reduced to Hs. 5 per ton. 

Assessment—The cess is being levied from all sugar 
factories notified from time to time under section 3. 
Monthly returns are to be furnished by occupiers of the 
sugar factories. The Act is administered at the Secre¬ 
tariat level by the Finance Department and the collectors 
of Sales Tax acts as the Chief Sugarcane Officer. Since 
the officers of the Sales Tax Department collect the duty 
in addition to their normal work of sales tax, the cost 
of administration of the Act is low. For accounting 
purposes it has been assumed that the cost of collection, 
verification of returns and assessment is Rs. 1,000 per 
factory in the State. The total cost may be estimated 
at between Rs. 15,000 to Rs. 20,000 per annum, which 
comes to less than half a per cent, of the total annual 
receipts. 

The Sugarcane Fund —Objects of expenditure from .— 
The net proceeds of the cess from sugarcane are to be 
used in the manner prescribed in section 11 of the Sugar¬ 
cane Cess Act which reads as follows: — 

11. (1) The proceeds of the cess and fees recovered 
under this Act shall first be credited to the Consolidated 
Fund of the State and shall after deduction of the ex¬ 
penses of collection and recovery be shown into and 
transferred to a separate fund called the State Sugar¬ 
cane Cess Fund. 

( 2 ) The Fund shall be expended in such manner and 
under such conditions as may be prescribed for the 
purposes of the development and improvement of culti¬ 
vation, growth and marketing of sugarcane and other 
irrigated crops, for the development of sugar industry 
and for the improvement and development of agricul¬ 
ture in general in the State of Bombay. 


(3) Any amount transferred to the State Sugarcane 
Cess Fund in accordance with the provisions of sub¬ 
section ( 1 ) shall be charged on the Consolidated Fund of 
the State. 

It will be seen from the above that the Legislature has 
given the Government a wide latitude in the use of the 
proceeds from the sugarcane cess which can be expanded 
if Government so desires on the development of agri¬ 
culture in general in the whole State of Bombay, The 
receipts and expenditure from the State Sugarcane Cess 
Fund are indicated below: — 


(In thousands of rupees) 



1949-50 

1950-51 

1951-52 

1952-53 

(Revised 1953-54 
Estimates) (Buciget) 


Receipts 

97.51* 

46,40 

35,47 

50,35 

4i, 8 5 

Expenditure 

3 

1.89 

24,49 

53.38 

47,81 

Closing Balance , 

97.48 

1,41.9° 

b5°,73 

1.44.7° 

1,41,74 


fThe receipts in 1940-50 include the receipts in 1948-49 which were 
collected during the year 1949-30. 


Ordinarily, the amount available for expenditure in a 
fund during the first year of the levy may be known 
only at the end of the year when amounts are transfer¬ 
red by the Accountant General from the general reve¬ 
nues. During the year 1950-51, the Government of Bom¬ 
bay considered the ways and means of expenditure from 
the Fund in harmony with the Five Year Plan Schemes 
that were then being devised. The expenditure from the 
Fund has grown from year to year. During each of the 
years 1952-53 and 1953-54, the expenditure from the 
Fund exceeds the annual receipts. The expenditure 
from the Fund has been mainly incurred in areas grow¬ 
ing sugarcane in the State. The major items of ex¬ 
penditure are: (a) The Five Year Plan Schemes for 
the control of Trichogramma and other Pests or su¬ 
garcane, (b) scheme for extension of sugracane re¬ 
search, (c) scheme for improvement of furnaces for 
the manufacture of gur, (d) emergency lift irrigation 
schemes at Kolhapur, (e) several drainage schemes near 
the sugarcane irrigation areas, (f) loans and subsidies 
to co-operative lift irrigation societies, and (g) moder¬ 
nising the surfaces of roads round about the sugar fac¬ 
tories. Expenditure from the Fund is in accordance with 
the provisions of the Sugarcane Cess Act and it will 
help production, marketing and distribution of sugar¬ 
cane in the State. 

There are 170 Sugar Factories in India which pro¬ 
duce on an average 10 to 12 lakhs tons of sugar per 
annum consuming over 130 lakhs tons of sugarcane. Of 
this, Bombay State has 15 Sugar Factories which pro¬ 
duce about 1 lakh tons of sugar and consume a little 
less than 10 lakhs tons of sugarcane. Unlike the sugar 
factory owners in U.P. and Bihar, the sugar factory own¬ 
ers in Bombay State themselves produce a substantial 
portion of the sugarcane that they require. Most of 
the factories are located in the areas under the major 
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irrigation works of the Bombay Deccan. The sugar fac¬ 
tory owners in Bombay State, therefore, enjoyed not 
merely war-time and post-war advantages of increased 
prices of sugar but also the advantages of higher prices 
of sugarcane. What is more, because of the unproduc¬ 
tive* character of irrigation works in the Deccan, right 
up to 1949-50, they also enjoyed low fixed land revenue 
assessment as well as low water rates on the areas of 
sugarcane under them. Levy on sugarcane consumed 
by the sugar factories therefore is necessary, not merely 
as a cess but also as a legitimate tax. The cultivation 
of sugarcane in Bombay State is superior to the culti¬ 
vation of sugarcane in the States of U. P. and Bihar and 
as result the recovery of sugar from sugarcane in 
Bombay State is higher than that in other States. This 
has meant an additional advantage to sugar factories 
in the State compared to sugar factories in other States. 
It also implies that receipts from the sugarcane cess 
need not all be spent on improvement of the quality 
of sugarcane itself, and that it would be more advan¬ 
tageous to cultivation of cane and the sugar industry 
generally if production as well as marketing could be 
helped by lift irrigation and better roads in the cane 
areas. 

URBAN IMMOVABLE PROPERTY TAX 

Urban Immovable Property Tax is a tax on the 
annual letting value of buildings and lands in notified 
urban areas levied under Part VI of the Bombay 
Finance Act. The tax was first levied in 1939 on build¬ 
ings and lands in the city of Bombay and its suburbs 
up to Thana, and in the city of Ahmedabad (includ¬ 
ing the Sabarmati Village). In 1946, the tax was ex¬ 
tended to Poona City, Poona Suburban Municipal 
Borough and Cantonment areas of Poona and Kharki. 
Since the 1st of July 1953, the tax has been extend¬ 
ed to the reconstituted boundaries of the Corporations 
of Poona, Ahmedabad and Bombay. 

In 1939, the rate of the tax was fixed: — 

(a) in the City of Bombay, on buildings and lands 
the annual letting value of which exceeds Rs. 
500, but does not exceed Rs. 2,000 at 5 per 
cent; 

(b) in other areas, on buildings and lands, the 
annual letting value of which exceeds Rs. 200 
but does not exceed Rs. 1,000 at 5 per cent.; 

(c) in the City of Bombay, on buildings and lands, 
the annual letting value of which exceeds Rs. 
2,000 at 10 per cent.; and 

(d) in other areas, on buildings and lands, the 
annual letting value of which exceeds Rs. 1.000 
at 10 per cent. 

The U. I. P. tax in Bombay State was first levied in 
1939 to recoup the loss of revenue on account of prohi¬ 
bition policy and the connection of the tax with the 
excise revenue was kept up for some time during the 
war years. As a result of the reversal of prohibition 
policy, receipts from excise increased from year to year 
during war time and Government reduced correspond¬ 
ingly the rates of U.I.P. tax. The maximum rate of the 
tax was reduced from 10 per cent, in 1940 to 7 per cent, 
in 1944. In 1944-45, Government dissociated the rates 
of U. I. P. tax from growing excise revenue and no 
further concessions were given on the ground of increase 
in excise revenue. During the post-war period, the 
Shroff Committee which reviewed the finances of the 
Bombay Corporation, recommended to the Government 
that in order that the Bombay Municipal Corporation 
may be able to increase the rates of the house tax bv 
raising the Corporation house tax rates, the Govern¬ 
ment of Bombay should grant relief to owners of pro¬ 
perty in Bombay City by reducing their U. I. P. tax. 
The Government of Bombay accepted this proposal of 
the Shroff Committee. Section 22 of the Bombay 
Finance Act was amended in 1949, and the then Finance 
Minister made the following announcement: 

“Government has not conceded the principle under¬ 
lying the request made by the Municipal Cor¬ 
poration that the Urban Immovable Property 
Tax falls within their pecuniary province and, 
therefore, any proceeds from that tax should 
accrue to them. Government has, however, in 
order to help this Municipality and other urban 
municipalities where the Urban Immovable 
Property tax is imposed, agreed that where 
these municipalities raise the level of their 
general tax, Government will correspondingly 
reduce the rate at which the Urban Immov¬ 
able Property Tax is levied. This provision is 
proposed to be introduced by clause 8 of the 
present Bill”. 

In Poona City, the rate of the TJ.I.P. tax was reduced 
from 7 per cent, to 1 per cent, from 1st July 1950, when 


the Municipal Corporation of Poona raised its 
maximum general tax from 7 to 15 per cent. The policy 
of Government to reduce the U.I.P. tax in relation to 
the increase in general property tax by the Municipal 
Corporations was further reviewed in 1952 and the fol¬ 
lowing decisions have been taken: — 

(1) The Government of Bombay does not accept the 
proposition that the Urban Immovable Property Tax 
falls within the pecuniary province of the local autho¬ 
rities. In no case should the Urban Immovable Pro¬ 
perty Tax be reduced below a maximum rate of 4 
per cent, of the annual ratable value of properties, 

(2) In suitable cases, Government will be prepared to 
adjust the rates of the Urban Immovable Property Tax 
in the light of the incidence of the General House Tax 
levied by local authorities. There will be no reduction 
of the Urban Immovable Property Tax where the 
General Tax plus the Urban Immovable Property Tax 
does not amount to 21 per cent, (31 per cent* in the case 
of business premises) of the annual ratable value of 
properties. In making this calculation, taxes for special 
service, as for example, charges for the supply of water, 
sanitation, etc., will be excluded, even though such taxes 
may be assessed as a rate on annual ratable value of 
properties. 

(3) Where the total incidence of the general tax ex¬ 
clusive of service charge plus the Urban Immovable 
Property Tax exceeds 21 per cent. (31 per cent, in the 
the case of business premises), the excess over 21 per 
cent, would be reduced by decreasing the Urban Im¬ 
movable Property Tax by half the amount of the ex¬ 
cess. Such reduction however would only be up to the 
point where the Urban Immovable Property Tax is 
not reduced below 4 per cent. 

Accordingly, the rate of the U.I.P. tax in Poona has 
been increased from 1 per cent, to 4 per cent, because 
Government does not wish to reduce the minimum U.I.P. 
tax from 4 per cent, in areas where the tax is at pre¬ 
sent levied. In 1952, the Bombay Corporation raised 
the rate of its general house tax from 14 to 17 per cent, 
so that the aggregate incidence of the general house 
tax plus the U.I.P tax amounted to 24 per cent. i.e. 3 
per cent, in excess of the total incidence of 21 per cent, 
considered reasonable by Government in the present cir¬ 
cumstances as indicated above. A reduction of 2 per 
cent, in the maximum rate of U.I.P. tax was therefore 
made in Bombay City, with effect from 1st October 1952. 
Ahmedabad Corporation too increased the rate of the 
house tax in 1953-54 so that the general tax together 
with the U.I.P. tax worked out to about 24 per cent. 
The maximum rate of the U.I.P. tax in Ahmedabad also 
has been reduced to 5 per cent. The existing schedule 
of rates of U.I.P. tax in various areas of the State 
is indicated in Statement XVI. 


Administration .—The tax is administered by the Re¬ 
venue Department and the changes in rates of taxation 
are made by the Finance Department. The Municipal 
Corporation or the District Collectors, as the case may 
be, collect the tax along with the house tax. Govern¬ 
ment gives as collection charges to the Corporations 
about 2 per cent, of the revenue collected in their 
areas. Government has appointed a special officer to 
watch the collections of the U.I.P. tax. There is no 
special machinery for revision or appeal against 
assessments of the U.I.P, tax as the assessment of 
the tax logically follows the levy of the property 
taxes by Municipal Corporations. 


Exemptions .—Exemption from the U.I.P. tax under 
Section 23 of the Bombay Finance Act is granted to 
the following:— 

(a) buildings and lands or portions thereof exclu¬ 
sively occupied for public worship or for chari¬ 
table purposes; 

(b) buildings and lands vesting in the Central Gov¬ 
ernment; 

(c) buildings and lands vesting in the (State) Gov¬ 
ernment or belonging to a Municipality or a 
local board or a Cantonment Board and used 
solely for public purposes and not used or in¬ 
tended to be used for purposes of profit; 

(d) (i) buildings and lands vesting in the trustees 
of the Port of Bombay and not used or intend¬ 
ed to be used for purposes of profit; and 

(ii) wharves, docks, piers, Railways and light¬ 
houses (as defined in the Bombay Port Trust 
Act, 1879) vesting in the Trustees of the Port 
of Bombay, and used as such and such other 
properties vesting in the said Trustees as the 
(State) Government may notify in this behalf; 
and 

(e) open lands within the limits of the Bombay 
Suburban and Thana Districts. 
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Explanation .—For the purposes of the above section— 

(1) the following buildings and lands or portions 
thereof shall not be deemed to be exclusively 
occupied for public worship or for charitable 
purposes* namely:— 

(a) those in which trade or business is carried 
on; and 

(b) those in respect of which rent is derived, 
whether rent is or is not applied exclusively 
to religious or charitable purposes; 

{2) where any portion of any building or land is 
exempt from the Urban Immovable Property 
Tax by reason of its being exclusively occupied 
for public worship or for charitable purposes, 
such portion shall be deemed to be a separate 
property; 

(3) “open land” shall mean land which is not built 
upon or enclosed. 

Receipts .—The following table shows the receipts from 
the U. I. P. tax in relation to the total revenue and total 
tax revenue: — 


Table 13.—Receipts from the Urban Immovable Pro¬ 
perty Tax 


Year 

Receipts of 
Urban 
Immovable 
Property 
tax in lakhs 
of rupees 

Receipts of 
Urban 
Immovable 
Property 
tax as per 
cent, of total 
revenue 

Receipts of 
Urban 
Immovable 
Property 
tax as per 
cent, of total 
tax revenue 


Rs. 



1939-40 

101 

7*6 

10’ 2 

1944-45 


3 ‘ 4 

4*5 

1951-52 

*53 

2'4 

3 ‘ 4 

*952-53 (Revised Esti¬ 
mates). 

165 

2*5 

3 ’ 5 

1953-54 

160 

2’3 

3 g/fl 



Though the receipts from the tax during the post¬ 
war period increased by 50 per cent, the rates of the 
tax have actually been reduced. The increase in re¬ 
ceipts is due to the increase in the annual letting value 
liable to tax. Apart from Bombay, Poona, and Ahmeda- 
bad, it would be possible to extend the U.LP. tax to 
cities of comparable size each with a population of more 
than one lakh persons like the cities of Baroda, Shola- 
pur, Surat and Hubli. If this was done, the revenue 
from the tax would increase by Rs. 10 to 15 lakhs per 
annum. 

At the current operative rates of levy of the U.I.P. 
tax, of a total estimated revenue of Rs. T6 crores, Rs. 
120 lakhs will be received in Greater Bombay, Rs, 25 
lakhs in Ahmedabad, Rs. lakhs in Poona and the 
balance from Bombay Suburban District and Thana. 


STATEMENT XVI 

Shounng the existing rates of Urban Immovable Pro¬ 
perty Tax in the State of Bombay from 1st April 1953. 


Area 

Rate of tax on buildings and 
lands in areas specified in column 
1, the annual letting value of 
which— 

1 

2 


[is less [is between [is more 
than Rs. Rs. 500 than Rs. 
500] and Rs, 2,000] 


2,000 
(both in¬ 
clusive)] 

I. (1) The City of Bombay 

(2) The limits formerly 
included in the Muni¬ 
cipal Boroughs of 
Bandra, Parle-An- 
dheri, Ghatkopar, 

Kirol and Kurla. I 

(3) The limits formerly in- Nil 2$% 5 ^ 

eluded in the Muni¬ 
cipal district of Juhu. 

(4) The limits formerly in¬ 
cluded in the notified 
areas of Chembur. w 


STATEMENT XVI—Contd. 


1 2 

[is less [is between [is more 
than Rs. Rs. 200 than Rs. 
200] and Rs. 1,000] 
1,000 
(both in¬ 
clusive)] 


II. The areas formerly inclu- Nil . 2% 4% 

ded in the Poona City 
and Poona Suburban 
Municipal Boroughs 
and now forming part of 
the City of Poona. 

III. The areas formerly inclu- Nil . s£% 5% 

ded in the Ahmedabad 
Municipal Borough and 
now forming part of the 
City of Ahmedabad. 

IV. (1) The Thana Municipal 

Borough. 

(2) The Malad, Kandivali 
and Borivali Notified 

(3) The Mulund and Nil , 3^% 7% 

Bhayandar villages f 

in Thana District and 
the Sabarmati village 
in Ahmedabad District. 

(4) The Ahmedabad, 

Poona and Kirkee 
Cantonments. 


ANSWERS TO THE QUESTIONNAIRE 
Question No. 203. 

As regards the urban immovable property tax t the 
Local Finance Enquiry Committee says in effect that 
even though property tax generally should be left to be 
exploited by local bodies , it would be both expedient and 
suitable for the Government (i ) to levy an urban immo¬ 
vable property tax when a municipality fails to levy a 
property tax in spite of a statutory obligation to do so or 
(ii) to continue to levy the tax when a municipality re¬ 
fuses to increase its property tax to the extent the State 
Government is prepared to reduce its urban immovable 
property tax. Do you agree with this view ? Have you 
any other comments to make on the urban immovable 
property tax ? If you consider it a suitable form of 
taxation for the States, what modifications , if any, would 
you suggest in regard to exemptions r rates of levy , mode 
of assessment and procedure for collection ? 

The Government of Bombay while endorsing the^ re¬ 
commendation of the Local Finance Enquiry Com¬ 
mittee that it is both expedient and suitable for State 
Governments to levy the urban immovable property tax 
do not accept the grounds on which the Committee have 
conceded the levy of the tax by State Governments. As 
a subject of taxation, property is not the only item 
on which taxes are levied by different levels of Gov¬ 
ernment like the Centre, the State Governments and 
the Local Authorities. Double or multiple taxation of 
an item is in itself not objectionable. It is the total in¬ 
cidence of it which is to be reviewed in the light of vari¬ 
ous considerations of equity and revenue requirements 
of Governmental authorities. If State Governments can 
and do levy a tax on agricultural land used for agri¬ 
cultural or non-agricultural purposes, there is no reason 
why State Governments should not also levy taxes on 
the income from urban properties. In an under-develop¬ 
ed country on the march of progress in commerce, trade 
and industry through extensive planning efforts, indus¬ 
trialisation or progress of commerce in the initial stages 
is likely to be localised either in the cities already 
developed or by an extension of the areas and popula¬ 
tion of small towns and cities. Increase in population 
from time to time is bound to be followed by increasing 
demand for accommodation for residential and non-resi- 
dential, industrial and commercial purposes. The mar¬ 
ket values of urban properties as well as the annual 
rental values of lands and buildings then have a ten¬ 
dency to rise. The major portion of the increase, how¬ 
ever, would be a windfall to the property holders com¬ 
ing as it does as an unearned increment through socio¬ 
economic causes. Governments, not merely local autho¬ 
rities, have every right therefore to claim a portion of 
these unearned increments for their revenue require¬ 
ments. The Government of Bombay does not concede 
the contention that the Urban Immovable Property tax 
falls within the pecuniary province of local authorities. 
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While it is expedient and suitable for State Govern¬ 
ments to levy the urban immovable property tax in 
large cities the actual rates of the tax should have some 
relation to the general house tax levied by the local 
authorities in such cities in order that the total inci¬ 
dence of the tax is not unduly burdensome. At present 
in Bombay State the urban immovable property tax is 
being levied at varying rates in the cities and adjoin¬ 
ing developed areas of Bombay, Poona and Ahmeda- 
bad. The tax was first levied in 1939 in Bombay and 
Ahmedabad at the rate of 10 per cent, of the rateable 
value of properties. In that year, the corresponding 
rates of the general tax exclusive of service rates in 
Bombay and Ahmedabad were 11 and 5 per cent, res¬ 
pectively. Later on. with the improvement in the 
State’s finances, the rates of the tax were reduced from 
time to time until the maximum rate was brought 
down to 7 per cent, in 1944. In the post-war period, 
the Municipal Corporations of Bombay, Poona and Ah¬ 
medabad wanted to increase the rates of their general 
house tax for their own individual financial require¬ 
ments. The Municipal Corporations made requests to 
the Bombay Government that in order that they may 
be able to increase the rates of their house tax, Gov¬ 
ernment should reduce the incidence of the urban im¬ 
movable property tax. For this purpose, the Govern¬ 
ment of Bombay have now laid down a definite policy 
based on the following principles:— 

(1) The Government of Bombay does not accept the 
proposition that the urban immovable property tax 
falls within the pecuniary province of the local au¬ 
thorities. In no case should the urban immovable 
property tax be reduced below a maximum rate of 4 
per cent, of the annual rateable value of properties. 

(2) In suitable cases, Government will be prepared to 
adjust the rates of the urban immovable property tax 
in the light of the incidence of the general house tax 
levied by local authorities where the former is levied. 
There will be no reduction of the urban immovable pro¬ 
perty tax where the general tax plus the urban immov¬ 
able property tax does not amount to 21 per cent. (31 
per cent, in the case of business premises) of the an¬ 
nual rateable value of properties. In making this cal¬ 
culation, taxes for special service, as for example, 
charges for the supply of water, sanitation, etc., will 
be excluded, even though such taxes may be assessed 
as a rate in annual rateable value of properties. 

(3) Where the total incidence of the general tax ex¬ 
clusive of service charges plus the urban immovable 
property tax exceeds 21 per cent. (31 per cent, in the 
case of business premises), the excess over 21 per cent, 
would be reduced by decreasing the urban immovable 
property tax by half the amount of the excess. Such 
reduction however would only be up to the point where 
the urban immovable property tax is not reduced below 
4 per cent, 

XL SALES TAX 

Historical Background 

1 , Of all the sources of taxation available to the State 
Governments the most important is the taxation of 
sales and purchases. The revenue possibilities of general 
sales taxation seem to have been recognised only after 
the depression of the “thirties”. There are however re¬ 
ferences to this form of tax in ancient times also, 
Kautilya in his Arthashastra has referred to a trade tax 
called “uyaji” which was levied on sales of merchants. 
In Europe, in Roman times Augustus had introduced a 
one per cent, tax on all sales. The Spanish ‘Alcavala 1 
(sales tax) imposed in 1342 A.D. was so heavy in its 
incidence and burden that Adam Smith on the strength 
of opinions expressed by Spanish economists descried 
it as one of the main causes of the decline of the Spa¬ 
nish empire. Dating back to Adam Smith the preju¬ 
dices of economists against the sales tax continued 
till the Second World War. During the First World 
War the sales tax was adopted by all the billigerant 
countries of Europe except Great Britain, Great Britain 
started levy of purchase tax during the Second World 
War. None of the countries that once levied it in re¬ 
cent times has given it up. In the Soviet Union, 
where most things are nationalised and taxes on in¬ 
comes or profits have a minor role to play in the fiscal 
system of the country, the sales or turnover tax yields 
over 90 per cent, of the total revenue. In Canada 
and Australia the sales tax is levied largely 
by the Federal Government. In U.S-A, though the tax 
is available to the Federal as well as the State Govern- 
ernments, only the State Governments have exploited 
it hitherto. 

2. In India, during the pre-war period, a general sales 
tax was levied only by the Madras Government, During 
the World War II and since, the levy of the tax has 
spread to all the Part A and Part B States, except. 
Rajasthan. 

3- During the year 1953-54 (Budget), of a total bud- 
getted States tax revenue of Rs. 312-7 crores, the sales 
tax is expected to yield Rs, 55:3 crores or nearly 18 


per cent, of the States tax revenue to the State Govern¬ 
ments in India. For some State Governments like Mad¬ 
ras and Bombay, the importance of the sales tax among 
the tax resources is even greater than what the ail India 
average indicates. To the Government of Bombay, out 
of a total budgetted tax revenue of Rs, 51*77 crores 
in 1954-55, the general sales tax is expected to yield 
a revenue of nearly Rs. 15*6 crores or 30 per cent. 
From the point of view of yield, the sales tax is the 
largest single source of Bombay State revenues and 
exceeds the receipts even from the State share of taxes 
on incomes, and its own land revenue. 

4. Economists and Sales taxation .—Economists have 
not been kind to the sales tax. According to Seligman, 
the general sales tax is a sort of inverted income tax 
and constitutes the last resort of countries which find 
themselves in such fiscal difficulties that they must sub¬ 
ordinate all other principles of taxation to that of 
adequate revenue. The Cowlyn Committee on National 
Debt and Taxation in the United Kingdom did not con¬ 
sider the sales tax as a desirable form of taxation 
for that country. Karl Shoup and Robert Murrar Haig 
who have made an extensive study of sales taxes in the 
United States are of the opinion that the sales tax 
marks an unnecessary, retrogade and backward step 
in taxation. It is only during the Second World War 
and in the post-war period charcterised by inflationary 
rise in prias that the sales tax has been accepted as a 
necessary part of the fiscal structure of Government. 
Mrs. Ursulla Hicks thus defends the British system of 
sales tax:—“a tax of the nature of a purchase tax may 
be a convenient weapon to have in reserve for the con¬ 
trol of consumption in cyclical conditions because like 
all outlay taxes reactions to it are extremely rapid while 
unlike other taxes it is administratively more flexible”. 
The main argument against the levy of sales tax is the 
regressive character of its incidence. Unlike income tax, 
sales tax is a tax on consumption and in the long run 
the whole or the major portion of the incidence is 
shifted to the consumers. The poor spend much the 
larger portion of their incomes, if not the whole on 
current consumption; the relatively rich, however, have 
a fair margin for savings even after providing for 
current consumer expenditure. Since the sales tax is a 
tax on consumption and not on savings, the burden of 
the tax in relation to the size of incomes falls relatively 
more on the poor than on the rich. This defect, however, 
can be remedied to some extent by providing exemp¬ 
tions or a low rate of tax on certain basic necessities. 
If a higher rate of tax were applied to conventional 
necessities, luxuries or semi-luxury goods the regres¬ 
sion becomes less. Sales tax is not the only tax which 
impinges on consumption; customs and excise duties 
also do likewise. In a poor country like India, the 
amount of tax revenue that can be obtained by taxation 
of incomes of the relatively rich engaged in activities 
of trade and industries is limited if due regard is to be 
had to providing sufficient incentives for the purpose 
of maintaining an even level of output and national in¬ 
come under a system of mixed economy. To the ex¬ 
tent that the burden of the sales tax falls on a much 
larger section of the population as compared to State 
excise on intoxicants, as a tax the former is superior 
to the latter. The sales tax in the Indian fiscal system 
may be regarded to have come to stay. 

5. The Retail System of Sales tax.—October 1946 to 
October 1952.—The levy of tax on the sale of goods has 
been a Provincial subject since the introduction of Pro¬ 
vincial Autonomy under the Government of India Act, 
1935 vide entry 48 in list II of the seventh schedule to 
the Act. The tax was first levied in the Bombay Provin¬ 
ce in the year 1939 on the sale of motor spirit. Although 
at that time it was also contemplated that the tax may 
be extended to sales of cotton textiles, such extension 
was not in fact resorted to. The levy of sales tax on 
goods in general was first introduced in 1946 when the 
Bombay Sales Tax Act, 1946, was brought into opera¬ 
tion from the 1st October of that year^ Before this le¬ 
gislation was enacted by the Government of Bombay, 
some other Provinces of India, viz., Madras, Bengal and 
Bihar, were already levying sales taxes on goods in ge¬ 
neral, While the Madras Province had adopted a mul¬ 
ti-point system of tax, that is, the tax was leviable at 
every stage of sale (with a few minor exceptions) the 
Provinces of Bengal and Bihar were levying a single- 
point tax of which the incidence fell at the last stage of 
sale by a registeded dealer to consumer or a small un¬ 
registered dealer. When introducing the measure in 
Bombay Government considered the working of the 
Sales Tax Acts in other Provinces and it chose to fol¬ 
low the system of single-point tax prevalent in Bengal 
and Bihar rather than the multi-point system adopted 
by Madras. 

The following were the main features of the tax sys¬ 
tem introduced in 1946: — 

(a) The liability to pay tax was imposed on dealers 
whose turnover of sales during a financial year had ex¬ 
ceeded Rs. 30,000. All such dealers were required to 
get themselves registered* 
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(b) Sales of goods by any dealer to a registered deal¬ 
er for resale or for manufacture of other goods for 
sale was exempted from tax. Thus the tax was leviable 
only on sales of registered dealers to consumers or un¬ 
registered dealers, that is to say, the tax was leviable 
at the stage of final sale by registered dealers only. 

(c) Sales of goods despatched by or on behalf of a 
dealer to an address outside the Province of Bombay 
were also exempted from tax. Thus the tax did not fall 
on any sales of goods which were exported out of India 
or sent to another Provinces. 

(d) The rate of tax was uniform, viz., 6 pies in the 
rupee. Certain goods specified in the Schedule to the 
Act were, however, exempted from the tax. These tax- 
free goods were mainly cereals, flour, meat : fish, vege¬ 
tables, fruits, milk, gur, salt, pepper, tamarind, chillies, 
kerosene, matches, firewood, charcoal, livestock, cattle- 
feed, fertilizers, manures, agricultural implements work¬ 
ed by hand, text-books, slates, exercise books, etc. cloth 
woven on hand-looms, betel nuts and betel leaves, 
tobacco. 

6 . The reasons why in the 1946 Act a single-point tax 
was incorporated in preference to a multi-point were:— 

(1) that the incidence of a multi-point tax is un¬ 
equal, and articles which pass through many 
hands bear a heavier burden; 

(2) that the multi-point tax increases the cost of 
manufacture and the Province of Bombay being 
more industrialised than any other, such tax 
would impose an additional burden on its in¬ 
dustries; 

(3) that the export trade of the Province should not 
suffer in competition with other Provinces: 
Bombay having a large entrepot trade and inter¬ 
state trade; 

(4) that so far as accounts are concerned there 
would be no appreciable advantage to the small 
dealers under a multi-point tax. 

7. Government had, before bringing the tax into 
operation, considered the different alternatives. For 
example, it was considered whether a tax at the first 
stage of sale would not be more appropriate so that the 
persons from whom it would collected would be produ¬ 
cers, manufacturers and wholesalers. For several rea¬ 
sons, including the legal one, that a tax, of this type 
might conflict with the powers of the Central Govern¬ 
ment, this possible form of tax had to be ruled out. 
It was also considered whether a system of licence fees 
might not be adopted, but it was found that the total re¬ 
venue derivable from any such system would be rela¬ 
tively small. A tax at all stages as in Madras might 
have brought much larger revenue but it was not adopt¬ 
ed for the reasons explained above, as Government was 
not in favour of multiple sales tax on the same com¬ 
modity. Export trade was safeguarded by the exclusion 
from the tax of all sales for export. 

8 . The Sales Tax Committee Report, 1947.—Soon after 
the introduction of the tax in the Province, Government 
appointed a Committee for enquiring into the working 
of the tax and suggesting such modifications as were 
considered necessary by it. This Committee submitted 
its report (copy attached) early in 1947, It recommend¬ 
ed certain changes in the system of tax, the most im¬ 
portant of which were— 

(i) that a lower limit of turnover, viz., Rs. 10,000, 
should be adopted in the case of importers, 
manufacturers and possessors; 

(ii) that provision should be made for voluntary re¬ 
gistration of dealers having a turnover not ex¬ 
ceeding Rs. 30,000, but exceeding or likely 
to exceed Rs. 10,000 in a year; and 

(Hi) that exemption from tax should be restricted to 
a very few articles for which the Committee 
gave a list of about 22 items as against 53 
exempted at that time. 

The Committee also, by a majority, recommended that 
the single-point system of tax should be replaced by a 
general turnover tax or multi-point tax at every stage 
of sale, like the one levied in Madras for reasons ex¬ 
plained in the Report. 

Government decided at that stage in 1947 to imple¬ 
ment the Report accepting all its recommendations re¬ 
garding the amendments to the Act, except the recom¬ 
mendation for restriction of exemptions to a very few 
articles. The question of changing the system of tax 
from single-point to multi-point was also left over for 
consideration after consulting public opinion. 


These two recommendations, viz., curtailment of 
exemptions, and adoption of a multi-point tax, were 
considered further early in 1948. As regards exemp¬ 
tions, though some items were deleted from the list of 
tax-free goods, Government was not able to agree to its 
drastic curtailment as suggested by the Committee. Re¬ 
garding the adoption of a multi-point system the majo¬ 
rity of the Committee had recommended that system 
for the following reasons;—■ 

(i) that it would do away with anomalies created 
by restriction of registration to dealers having 
a turnover exceeding Rs. 30,000, as the exist¬ 
ence of smaller intermediate dealers was lead¬ 
ing to duplication of the incidence of tax; 

(ii) that the risk of evasion by small-scale im¬ 
porters is greater in a single-point system; 

(iii) that the accounts to be maintained by dealers 
would be simpler under a multi-point system; 
and 

( tv ) that it would be easier for Government to raise 
the rate of tax, which would necessarily be 
much lower than a single-point tax, without 
much opposition. 

9. After careful consideration Government then de¬ 
cided against changing the single-point system. It was 
felt that the anomalies created by the system of regis¬ 
tration had already been minimised as far as practic¬ 
able by lowering the turnover limit for registration in 
the case of manufactures and processors and by provid¬ 
ing the facility of voluntary registration. The risk of 
evasion by small importers was also reduced to some 
extent by lowering the turnover limit of registration in 
their case. It was felt that the rate of multi-point tax 
would have to be at least 1 per cent, and not £ per cent, 
or i per cent., as was being suggested by those in 
favour of the multi-point system, and a tax at 1 per cent, 
was not desirable from the point of view of industry 
and export and inter-State trade. Regarding difficulties 
of dealers in maintaining accounts, it was felt that the 
arrangements under a single-point system could be suit¬ 
ably modified to facilitate the assessment of such deal¬ 
ers, that is, the sales of small dealers could be assessed 
on the basis of their account of purchases, assessments 
may be made annually and certain exemptions which 
were creating difficulties due to various interpretations 
could be modified or withdrawn. 

10. The sales tax system introduced in 1946 was in¬ 
tended to raise additional revenue required by Govern¬ 
ment for its programme of development and' post-war 
reconstruction, the implementation of which had already 
been commenced. In the post-war years the extension 
of the welfare activities of Government and particular¬ 
ly the adoption of the policy of total Prohibition by the 
popular Ministry made it necessary for Government to 
augment its revenue to a much larger extent than had 
been contemplated in 1946 and the sales tax had to be 
exploited to a greater extent in order to find such addi¬ 
tional revenue. 

11 . Thus while the 1946 Act which had been passed 
during the section 93 regime was repealed and re¬ 
enacted in practically the same form in March 1948, the 
rate of tax on certain goods of a more expensive nature 
was increased from 6 pies in the rupee to 1 anna in the 
rupee. The levy of tax at a higher rate on sales of 
such articles had already been suggested by the Com¬ 
mittee and similar measures had also been introduced 
in the Central Provinces and in Madras about that time. 

12. In 1949, the list of goods on which the enhanced 
rate of tax, viz., 1 anna in the rupee, was payable, was 
further augmented. In that year the Act was also 
amended so as to provide for the levy of tax for the 
first time on sales of goods which were despatched or 
removed outside the Province. Such sales were made 
liable to tax at lower rates equal to half the rates of 
tax payable on sales within the Province. This reduc¬ 
ed rate of tax was, however, payable only for sales of 
goods despatched to places in India and sales of goods 
for export outside India continued to be exempted from 
tax by rules framed under the Act. This taxation of 
inter-State sales brought a considerable augmentation 
of revenue to the Province, the average annual reve¬ 
nues increasing from Rs. 10£ crores to Rs. 14tol4§ 
crores. This was the position of sales tax in the Pro¬ 
vince of Bombay before the Constitution came into 
force in January 1950. 

13. Article 286 and the Sales tax .—Under the Consti¬ 
tution certain far reaching changes were introduced and 
the power of States for levying the tax was restricted. 
The relevant entry relating to sales tax is entry No. 54 
in list II—State List in the Seventh Schedule which 
reads as follows :— 

“54, Taxes on the sale or purchases of goods other 
than newspapers.” 
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The operation of this entry is subject to the restric¬ 
tions mentioned in Article 286 of the Constitution. 

So far as sales tax on newspapers is concerned, it 
may be mentioned that the sale of newspapers was 
already exempted from tax under the Bombay Sales 
Tax Act, 1946. As regards the restrictions contained in 
Article 286, the first two clauses of the Article prohibit 
the imposition of tax on sales or purchases which take 
place— 

(a) outside the State, or 

(b) in the course of the import of the goods into or 
export of the goods out of the territory of India, 
or 

(c) in the course of inter-State trade or commerce. 

An explanation is given in clause (1) for specifying sales 
mentioned under (a) above. 

14. As regards sales taking place in the course of 
inter-State trade or commerce, a proviso has been in¬ 
serted in clause (2) that the President may, by order, 
direct that any tax already being levied immediately 
before the commencement of the Constitution shall con¬ 
tinue to be levied until 31st March 1951 notwithstand¬ 
ing the fact that the imposition of such tax is contrary 
to the provisions of clause (2). The President made the 
necessary order in pursuance of this proviso and accord¬ 
ingly the operation of the restriction was postponed to 
1 st April 1951 so far as the taxes already being levied 
by Bombay and other Provinces were concerned. The 
effect of this order is however very much restricted 
as a result of a Supreme Court judgment interpreting 
the explanation below clause (1) referred to above. 
Clause (2) also permits the levy of tax on sales taking 
place in the course of inter-State trade or commerce in 
so far as Parliament may, by law, provide for such levy. 

Clause (3) of the Article lays down that in the case 
of such goods as have been declared by Parliament by 
law, to be essential for the life of the community, no 
law made by the Legislature of a State levying a tax 
on the sale of such goods shall have effect unless it has 
been reserved for the consideration of the President and 
has received his assent. 

As regards sales taking place outside the State, at the 
time of introduction of the Constitution, the explanation 
attached to clause (1) of Article 286 was interpreted in 
Bombay as applying only to sales of goods which were 
actually delivered in other States to consumers in those 
States and accordingly no tax was levied under the 
Bombay Sales Tax Act, 1946, on goods despatched to con¬ 
sumers in other States. It was, however, not consider¬ 
ed # that the explanation also covered cases where the 
goods were actually delivered in other States to dealers 
for distribution to consumers in general of those States. 
Such sales were considered to fall in the category of 
sales taking place in the course of inter-State trade or 
commerce and the order of the President passed under 
clause (2) permitting the levy of tax on such sales up 
to 31st March 1951 was availed of by this State, The 
tax at reduced rate equal to half the ordinary rates 
leviable upon sales of goods despatched outside the 
State since 1st April 1949 was continued to be levied 
in regard to sales to dealers of other States up to 31st 
March 1951. After that date, however, as the restric¬ 
tion contained in clause (2) became fully operative the 
tax at reduced rate on such sales was discontinued with 
effect from the 1st April 1951. 

As regards sales taking place in the course of import 
of goods into the territory of India, as the sales tax 
under the 1946 Act was leviable at the last stage of 
sale and sales to registered dealers were already exemp¬ 
ted it was not necessary separately to exempt sales tak¬ 
ing place in the course of import. As regards sales tak¬ 
ing place in the course of export of goods out of Bom¬ 
bay to territories outside India Rules framed by Govern¬ 
ment provided for their exemption. Enactment by the 
Parliament of the Essential goods (Declaration and Re¬ 
gulation of Tax on Sale or Purchase) Act, 1952 did not 
affect the sales tax on essential goods under the Bombay 
Sales Tax Act 1946. 

15. Multipoint Sales Tax , November 1952 to end of 
March 1954,—As a result of discontinuing the levy of 
tax on sale of goods despatched to other States the 
State of Bombay suffered a heavy loss of revenue which 
may be estimated at about Rs. 4 crores annually at the 
rates of tax which were in force immediately before 
1st April 1951. The financial position of this State was 
not such that a loss of revenue to this extent could be 
allowed to continue for a considerable period and the 
needs of various schemes of development and also the 
implementation of the Five-Year Plan required that the 
Government should explore all possible means for aug¬ 
menting its revenues. As the sales tax provides the 
only promising and elastic source of revenue for the 
States, Government had to consider immediately whether 
the existing rates of sales tax could be enhanced suffi¬ 
ciently without altering the system of levy of tax at the 
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last stage of sale. In order to secure the revenue neces¬ 
sary for the State’s finances it appeared that tne rate of 
tax at the last stage would have to be raised by some¬ 
thing like 50 per cent., i.e., the tax on the sale of ordi¬ 
nary goods would have to be about 9 pies in the rupee 
and the tax on special goods would have to be raised 
to 18 pies in the rupee. The experience of the working 
of the single-point tax had shown that the imposition 
of tax at the rates of 6 pies and 1 anna, at the stage 
of sales to consumers was providing a very strong in¬ 
centive for evasion of tax by dealers at intermediate 
stages who obtained goods without payment of tax and 
failed to account for their sales and by dealers at the 
last stages of sale who in collusion with the consumers 
from whom the tax was recoverable the suppressing 
their sales. Government were felt that action to in¬ 
crease the rates of tax at the last stage when already 
the evasion was prevalent on a large scale would not 
be expedient, as it would lead to further evasion and 
the State revenue would not benefit in proportion to 
the increase in the rate of tax. In these circumstances, 
Government had to consider the introduction of tax at 
earlier stages of sale also and it was then considered 
that the levy of a general tax at the rate of 3 pies in 
the rupee at all stages of sale, excepting only certain 
categories of sales by intermediaries like commission 
agents, was the only practical alternative. It may be re¬ 
called that the Committee appointed in 1946 to report 
on the working of the newly introduced system of sales 
tax and to suggest modifications therein had recommend¬ 
ed by majority that Government should introduce the 
general turnover tax, like the one levied in Madras. The 
reasons which underlay this recommendation are ex¬ 
plained at length in paragraphs 20 to 30 of the Com¬ 
mittee’s Report and mentioned in the paragraphs above, 
In 1948 Government had decided against this change 
mainly because it was felt that the single-point system 
would work satisfactorily after the modifications sug¬ 
gested by the Committee in that system had been im¬ 
plemented. Subsequent to that, however, the Act had 
been further amended with the result that a levy of tax 
at higher rates on sales of certain goods and at reduced 
rates on sales of goods going out of the State had in¬ 
troduced complications in the working of the system. 
Though the provision regarding the reduced rate of tax 
had ceased to operate, the existence of two different rates 
of taxes at the retail stage was continuing to cause diffi¬ 
culties in the assessment of dealers. As already mention¬ 
ed, widespread evasion had also sprung up although in 
1948 it had been felt that the provision for compulsory re¬ 
gistration of importers and manufacturers whose annual 
turnover exceeded Rs, 10,000 would check evasion. On 
carefully considering the whole position Government 
came to the conclusion that a multipoint system of tax 
levied at the rate of 3 pies in the rupee at every stage 
should be introduced, In the case of certain goods on 
which tax was hitherto being levied at 1 anna in the 
rupee at the last stage it was considered necessary to 
levy, in addition to the general tax, a further additional 
tax at the first stage of sale only. This tax was to be 
called “special tax” and was to be levied at the rate of 
9 pies or 12 pies on specified categories of goods according 
as the number of subsequent stages of sale was expect¬ 
ed to be two or one. It was decided also to levy a low 
rate of tax at the first stage of sale on certain raw 
materials which hitherto had been totally exempted from 
tax. These are cotton and oilseeds on which the rate 
of tax at the first stage was fixed at 1 per cent., and 
artificial silk yarn, raw silk and silk yarn, raw wool 
and woollen yarn (other than knitting yarn) and hides 
and skins for which the rate was fixed at 3 pies in the 
rupee. As the existing Sales Tax Act had been in opera¬ 
tion for six years and many changes had been made 
in its provisions, from time to time, and as a fundamental 
change in the system of tax was contemplated, it was 
considered necessary to replace the Act by a completely 
new Act. A Bill to consolidate and amend the sales 
tax law was, therefore, introduced in the Session of the 
Bombay Legislature, held in July-August 1952 and the 
Bombay Sales Tax Act, 1952, was passed. 

16. While the Sales Tax Bill, 1952, was under consi¬ 
deration by the two Houses of the Bombay Legislature, 
the Parliament passed an Act called the Essential Goods 
(Declaration and Regulation of Tax on Sale or Purchase 
Act 1952, in pursuance of Article 286, clause (3) of the 
Constitution. Fifteen categories of goods set out in the 
schedule to the Act were declared as essential to the life 
of the community. As the Bombay Sales Tax Bill sought 
to impose sales tax on some of these goods it was neces¬ 
sary for the Governor to reserve the Bill for the con¬ 
sideration of the President. Before the Bill could re¬ 
ceive the President’s assent, it was considered necessary 
that in the case of such essential goods as were not pro¬ 
posed to be totally exempted from the tax (i.e„ those 
which were not included in Schedule I) the rate of 
total tax should not be more than 6 pies in the rupee 
and that the tax on these goods should normally be at 
the last stage. As under the Bill passed by the Bombay 
Legislature the general tax was proposed to be levied 
on these goods at a rate of 3 pies only at every stage 
of sale, it was decided that the levy of general tax on 
these goods should be confined to two stages, only, viz „ 
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the first stage of sale and the last stage of sale which 
would have the effect of limiting the total incidence of tax 
on such goods to less than 6 pies in the rupee, pending 
the amendment of the Act as soon as possible to provide 
for the levy of tax on such goods only at the last stage 
of sale at a rate not exceeding 6 pies in the rupee. As 
regards cotton, oilseeds and hides and skins, the pro¬ 
posal was to levy tax at a lower rate, viz., 1 per cent, 
and 3 pies in the rupee at the first stage only. This ar¬ 
rangement was approved by the Government of India, 
and the assent of the President was accorded to the 
Bill. 

17. The Bombay Sales Tax Act, 1952, was brought 
into operation from the 1st November 1952. In accord¬ 
ance with the decision regarding levy of sales on essen¬ 
tial goods at two stages only, rules were framed to 
exempt the levy of general tax on the essential goods 
(other than those totally exempted and cotton, oil¬ 
seeds, and hides and skins) at all intermediate stages 
after the first sale and before the last sale. In the case 
of bullion and specie it was provided that the tax should 
be levied at the first and last stage only at the rate of 
i per cent. 

The main features of the Bombay Sales Tax Act, 1952 
were as follows: — 

(1) A general tax at the rate of 3 pies in the rupee 
was to be paid on the sales of all goods other than those 
exempted and specified in Schedule I. 

(2) In the case of essential goods (not already exempt¬ 
ed, and other than cotton, oilseeds, hides and skins) the 
general tax was not to be levied at all intermediate 
stages but was to be levied only at the first stage and 
the last stage of sale. 

(3) In the case of bullion and specie there was a 
similar two-point-tax at the first stage and the last stage 
of sale at the rate of J per cent, 

(4) The liability to pay on the general tax was impos¬ 
ed on dealers whose turnover of sales made in the State 
of Bombay had exceeded Rs. 30,000 during the year 
ended 31st March 1951 or subsequent years. 

(5) In addition to the general tax, a special tax 
leviable at the first stage of sale only was imposed on 
goods specified in Schedule II at the rates specified in 
that Schedule for each type of goods. 

(6) The liability to pay the special tax was imposed 
on dealers whose turnover of sales of special goods only 
made within the State of Bombay during the year ended 
31st March 1951 or subsequent years had exceeded Rs. 
5,000. 

(7) Dealers liable to pay the general tax were re¬ 
quired to get certificates of registration while dealers 
liable to pay the special tax were required to take out 
licences from the Sales Tax Authorities. 

(8) Under section 18, a purchase tax was made levi¬ 
able on goods despatched from other States and actually 
delivered in Bombay for consumption therein. This pro¬ 
vision applies only to such goods as are notified by Gov¬ 
ernment and is intended to recover tax in case of goods 
purchased by private consumers. The types of goods 
notified for this purpose are motor-cars and trucks, and 
arms and ammunition, 

18. Rules made under the Act provided for certain 
further exemptions from the levy of general tax and 
special tax. The main rules in this respect are rules 5, 
6 and 8, copies of which as on the 1st November 1952 
and as in force at present are enclosed. It will be seen 
that to begin with provision was made for exemption 
from general tax in the case of commission agents and 
certain classes of processors. Provision was also made 
for exemption from special tax in the case of processors 
of certain goods using special goods as raw materials, 
etc. It became necessary to amend the rules a number 
of times since 1st November 1952 in order to provide 
relief to certain sections of trade and industry where 
the levy of general tax at every stage was causing diffi¬ 
culty or the levy of special tax was affecting the inter¬ 
state trade of the State. 

19. Soon after the coming into operation of the Bom¬ 
bay Sales Tax Act, 1952, and Rules on 1st November 
1952, the validity of the Act was challenged by some 
dealers bv an application made to the Bombay High 
Court under Article 226 of the Constitution, This ap¬ 
plication was heard by the High Court early in Decem¬ 
ber 1952 and by its judgment delivered on the 11th 
December 1952 it declared the Act to be ultra vires of 
the Bombay Legislature on the ground that it infringed 
the provisions of Article 286 of the Constitution. The 
Government of Bombay sought leave to appeal to 
Supreme Court which was granted. Pending the filing 
of such appeal and its disposal by the Supreme Court, 
it was necessary to make some provision to continue the 
levy of tax in so far as it was not open to objection on 
the ground of violating Article 286 and the Governor of 
Bombay, promulgated the Bombay Sales Tax (No. 2) 


Ordinance, 1952, on 24th December 1952, to provide for 
the levy of sales tax. This Ordinance included in sec¬ 
tion 48 the provisions of Article 286 so as to make it clear 
that the levy of tax did not apply to any sale which 
could claim protection under that Article. In other res¬ 
pects the provisions of the Ordinance are practically 
identical with those of the Act which had been declared 
ultra vires by the Bombay High Court. The hearing of 
the appeal before the Supreme Court took place in 
February 1953, but before the judgment of the Supreme 
Court was declared, the period during which the ordi¬ 
nance could continue in force was to expire on the com¬ 
pletion of six weeks from the date on which the Bombay 
Legislature had assembled, i.e., from 14th February 
1953. Government, therefore, had to replace the Ordi¬ 
nance by a temporary A.ct called the Bombay Sales Tax 
Act, 1953, which was passed in March 1953 and enacted 
after receiving the President’s assent. The judgment 
of the Supreme Court was declared on the 30th March 
1953 and the majority of the Judges of the Bench de¬ 
clared the 1952 Act to be intra vires of the Legislature 
and only the provisions of clause (i) of sub-rule (2) of 
rule 5 of the Rules made under the Act, which required 
certain mode of transport for eligibility for exemption 
provided by the Constitution, were declared to be ultra 
vires. The judgment of the Supreme Court in this case* 
contains a discussion of the provisions of Articles 286 
and 303 of the Constitution and the decisions of the 
Court on the interpretation of Article 286 have greatly 
clarified the legal position regarding the competence of 
States to levy tax on sales which involve inter-State 
elements. Briefly put, the decision of the court is that 
where the goods have been actually delivered in any 
State as a direct result of a sale or purchase for the pur¬ 
pose of consumption in that State, then only that State 
and no other State has the right to levy tax on such 
sale or purchase. The State from which the goods may 
have been sent has no power to tax such sale or pur¬ 
chase. The Supreme Court has put a broad interpre¬ 
tation on the words “for the purpose of consumption in 
that State” and it has held that such sales or pur¬ 
chases would include not only cases where goods are 
delivered to consumers but also cases where the goods 
are delivered to dealers of the importing State for the 
purpose of sale and distribution to consumers in general 
of that State. It has been held further that in the case 
of such sales though they would ordinarily be considered 
as taking place in the course of inter-State trade and 
commerce the power of the importing State to levy tax 
is not taken away by the provisions of clause (2) of 
Article 286 and the provisions of that clause apply only to 
other inter-State sales where the actual delivery and 
consumption of the goods do not coincide in the manner 
contemplated in the explanation to clause (1). 

20. As a result of the above interpretation of the pro- 
visons of clauses (1) and (2) of Article 286, the provi¬ 
sions of the Bombay Sales Tax Act, 1953, do not apply 
to cases where the goods have been despatched from 
this State and have been actually delivered in any other 
State for the purpose of consumption in that State (in 
the wider sense including distribution to consumers by 
dealers). Relying on this interpretation many States 
have sought to apply their sales tax laws for collecting 
tax from sellers of other State who have sent goods to 
consumers or dealers within their jurisdiction. It is ob¬ 
vious that such action on the part of several States 
would necessarily create grave difficulties for dealers 
carrying on inter-State trade, as they would have to 
comply with requirements of the sales tax laws of many 
States and would have to get registered, submit returns 
and pay tax according to their various provisions which 
differ from State to State. This difficulty has been con¬ 
sidered by the Officers Committee set up by the Finance 
Ministers Conference held in October 1952 and a short 
term solution suggested by it has been accepted by 
most of the States. A long-term solution is still under 
its consideration, 

21. The Supreme Court has also clarified the meaning 
of sub-clause (b) of clause (1) of Article 286, viz., the res¬ 
triction on levy of tax on sales and purchases taking 
place in the course of import of goods into or export 
of goods out of the territory of India, in another batch 
of cases in which appeals were filed from a judgment 
delivered by the Travancore-Cochin High Court. The 
judgment of the Supreme Court on one case, viz.. The 
State of Travancore v. The Bombay Company Limited 
was delivered in October 1952, while another judgment 
in the case of The State of Travancore-Cochin v. The 
Shanmugha Vilas Cashewnut Factory and connected ap¬ 
peals was delivered on 8th May 1953. The substance of 
these two judgments is that the levy of sales tax can¬ 
not be made in the case of any sale or purchase where 
the export of the goods out of India or the import of 
the goods into India is an integral part of the trans¬ 
action, This means that the sale by the exporter and 
the purchase by the importer cannot be taxed. It is also 
held that the purchase made by the exporter for the 
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purpose of making the export and the sale made by the 
importer after the goods have been imported by him are 
not exempted from tax. Further, in eases, where a sale 
is completed by transfer of documents before the goods 
imported have crossed the customs frontier is to be 
treated as having taken place in the course of import of 
the gocds and is, therefore, exempted from the levy of 
the sales tax and similarly where the sale is completed 
after the goods exported have crossed the customs fron¬ 
tier is to be treated as having taken place in the course 
of export of goods and consequently exempt from sales 
tax. 

22. The Proposed Two-point Sales Tax System as pro¬ 
vided in the Sales Tax (amendment) Act of 1953.—After 
the above decisions of the Supreme Court had been 
announced, Government reviewed the provisions of the 
Bomba 3 f Sales Tax Act 1953, in the light of the Supreme 
Court’s interpretation of Article 286 and in the light of 
experience of the working of the general tax and special 
tax levied under that Act. As already mentioned, it was 
necessary to modify as soon as possible the levy of the 
tax at least in respect of goods declared as essential 
goods by the Parliament under clause (3) of Article 286 
and to levy in their case a tax at the last stage of sale 
at a rate not exceeding 6 pies in the rupee. The work¬ 
ing of the general tax leviable at every stage of sale 
was found to cause hardship in some cases to interme¬ 
diate dealers and to the manufacturing and processing 
industry which produced semi-finished articles or pro¬ 
cessed such articles further into finished goods. The 
complicated provisions of the rules which were neces¬ 
sitated in order to give relief to such sections of the 
trade and industry were also causing difficulty in the 
practical administration of the Act, After considering 
carefully various alternative suggestions in this regard 
Government decided to bring a Bill to amend the Act 
in the following manner: — 

(1) on ordinary goods the tax may be levied partly 
at the first stage of sale at the rate of 3 pies in the 
rupee and partly at the last stage of sale at the rate of 
6 pies in the rupee allowing all intermediate stages to 
be taxfree; 

(2) in the case of essential goods (other than those 
exempted) the tax at the first stage may not be levied 
and only a tax of 6 pies at the last stage may be levied; 
in the case of cotton it was decided to continue the 
lower rate of tax, viz1 per cent, but at the last stage 
of sale; while in the case of oilseeds, and hides and skins 
the rate of tax was fixed at 3 pies in the rupee at the 
last stage of sale; 

(3) in the case of the special goods on which special 
tax was already being levied at the first stage in addi¬ 
tion to the general tax it was decided to continue the 
levy at the same stage of sale in addition to the first 
stage tax of 3 pies in the rupee, as mentioned in para¬ 
graph (1) above; certain goods were added to the list 
of such goods with a low rate of special tax, viz,, 3 pies 
in the rupee. 

(4) in order to prevent evasion of tax at the first 
stage due to goods imported from other States a pur¬ 
chase tax at the rate of 3 pies in the rupee on goods 
purchased from persons other than registered dealers 
was provided for. This tax would be levied only where 
the goods are not to be sold again so as to become liable 
to the sales tax of 3 pies in the rupee at the first stage 
of sale. In the case of special goods an additional spe¬ 
cial goods purchase tax at corresponding rates was also 
provided. 

23. The Bill to amend the Bombay Sales Tax Acts, 
1953, was introduced in the Session of the Bombay 
Legislature held in August 1953. It was referred to a 
Select Committee which submitted its report suggesting 
certain modifications. In its December Session the 
Legislature has passed the Bill in the form suggested 
by the Select Committee with a few minor alterations 
and the Bill has received the assent of the President and 
been published on 22nd February 1954 in the Bombay 
Government Gazette , The amended Act came into 
operation with effect from 1st April 1954. 

24. At the Select Committee stage, the tax of 3 pies 
at the first stage of sale and the additional tax in the 
case of special goods also leviable at the first stage which 
were contemplated under the Bill, have been combined 
into a single tax called ‘‘sales tax” leviable at that stage 
at rates specified in Schedule B, column 2, The tax 
leviable at the last stage of sale at the rate of 6 pies in 
the rupee (except for a few articles like cotton where 
the rate is lower) is called “general sales tax”. The 
rates of the purchase tax have also been modified so as 
to include the additional tax in the case of special goods. 
The system of tax however remains substantially the 
same as that provided in the Bill and explained at 
paragraphs (1) to (4) above. 

25. The liability to pay the tax has been imposed on 
dealers whose turnover of sales or turnover of purchas¬ 
es during the year ending on 31st March 1954 of subse¬ 
quent years exceeds Es. 25,000, but in the case of deal¬ 


ers who bring goods into the State of Bombay or to 
whom goods are despatched from outside places into 
the State of Bombay and dealers who produce or manu¬ 
facture any goods for sale the limit is fixed lower at 
Rs. 10,000. All such dealers are required to be regis¬ 
tered under section 11 of the amended Act. 

26. In the case of the “sales tax” leviable at the first 
stage provision has been made for exemption of sales of 
goods to dealers holding authorisations granted under 
section 12A who certify that the goods purchased by them 
are intended for being despatched by them or by register¬ 
ed dealers to whom they may sell the goods to addresses 
outside the State of Bombay. Such authorisations will 
be granted to dealers whose turnover of sales of goods 
exported outside the State has exceeded Rs. 50,000 in a 
year, subject to certain conditions. This provision was 
considered necessary in order to facilitate the entre pot 
trade of the Bombay State. Under section 18B (2) pro¬ 
vision is also made for setting off the “sales tax” paid on 
the purchase of raw materials by dealers who manufac¬ 
ture or process goods out of such materials and who 
have to pay the “sales tax” on the sales of such manu¬ 
factured or processed goods. This provision is intended 
to avoid the aggregation of the “sales tax” which is in¬ 
tended to be levied at only one stage. 

27. In the case of the “general sales tax” leviable at 
the last stage of sale provision has been made for 
exempting from tax sales of goods to all dealers holding 
licences issued under section 12. Such licences would 
be issued to dealers who supply goods to other regis¬ 
tered dealers and/or despatch goods outside the State of 
Bombay provided that their turnover of such sales has 
exceeded Rs. 50,000, and subject to certain conditions. In 
the case of retail dealers or other dealers to whom such 
licences are not issued the “general sales tax” would be 
payable on the sales made to them, but it is intended 
to provide by rules for the grant of a set off to such 
dealers in respect of the “general sales tax” already re¬ 
covered from them at the time of purchase against the 
“general sales tax” which may become payable by them 
on their sales of the goods in due course. 

28. In the rules to be made under the amended Act, 
a provision is being made allowing registered dealers 
whose turnover does not exceed Rs. 55,000 in a year to 
pay, in lieu of the general sales tax, a lump sum by way 
of composition determine in the prescribed manner. 
The lump sum payable in this manner in the case of 
registered dealers other than processors and manufac¬ 
turers represents the total amount of tax calculated at 
six pies in the rupee on the value of goods purchased 
from persons other than registered dealers plus a sum 
varying from Rs. 14 to Rs. 45 per quarter according to 
slabs of turnover. In the case of processors and manu¬ 
facturers, the lump sum payable represents the tax cal¬ 
culated at six pies in the rupee on the value of goods 
purchased plus such amount as is notified by Govern¬ 
ment in the case of particular types of processors or 
manufacturers. 


The provision for levy of purchase tax on certain 
goods to be notified by Government when they are des¬ 
patched from outside the State and actually delivered in 
this State to any person for his consumption in the 
State has been continued under section 10C. A copy of 
the Bombay Sales Tax Act, 1953, as it would stand 
after amendment by the Bombay Sales Tax (Amend¬ 
ment) Act, 1954, is attached. Statement I indicates (a) 
the schedule of exemptions; (b) a list of goods on which 
a sale tax at one point will be levied as well as the 
rates of such levy; and (c) a list of goods which will be 
liable to a tax a more than the ordinary rate of 3 pies 
at the first stage of sale and six pies at the last stage of 
sale. All articles other than those specified in the State¬ 
ment are liable to the ordinary rate of sale tax, 

29. Receipts and Administration. —Statement II indi¬ 
cates the annual receipts from the General Tax in Bom¬ 
bay State during each of the years 1946-47 to 1954-55 
(Budget) and the Expenditure on sales tax establish¬ 
ment of the Collector of Sales Tax and the Sales Tax 
Tribunal. The annual receipts of the tax have increas¬ 
ed from Rs. 4*6 crores in 1947-48 to Rs. 12*5 crores in 
1949-50 after the mergers and is estimated at Rs 15-6 
crores in 1954-55 (Budget). The highest annual revenue 
by the retail system of Rs. 14-6 crores was obtained 
during the year 1950-51 when a small tax of 3 pies in 
the rupee used to be levied on sales to dealers in other 
States also. Since the 1st April 1951, the constitutional 
restrictions of Article 286 became effective and the sales 
tax revenue declined. The loss in revenue by foregoing 
the sales tax on sales to dealers in other States is esti¬ 
mated at Rs. 4 crores per annum. The collections of 
1951-52 do not show that much drop in revenue mainly 
because of the receipts of the tax on exports of the 
last quarter of 1950-51 collected in 1951-52. During 
the year 1952-53, the multi-point tax was effective for 
a period of five months between November 1952 and 
March 1953 and part of the receipts for one quarter 
were realised during that year. 



30. Compared to a revenue of Rs. 11-9 crores from 
the Sales Tax in 1951-52 the revenue in 1952-53 was 
Rs. 11T erores. A general complaint has therefore been 
made that the multi-point tax has failed in the purpose 
of raising substantial additional revenue. This is not 
correct. Though the revenue for the year 1952-53 in¬ 
cludes collections of the tax paid for 13 months, re¬ 
turns of the multi-point tax received during the period 
were only for three months, viz., November and Decem¬ 
ber 1952 and January 1953. To some extent the limit¬ 
ed revenue in 1952-53 is due to (i) a fall in the sale 
value of the turnover of dealers because of the general 
price recession in the first half of 1952, ( ii) uncertain¬ 
ties created by the High Court judgment, (Hi) the neces¬ 
sity of allowing sales covered by article 286 being ex¬ 
cluded from turnover returns, and (iu) a number of con¬ 
cessions given to commission agents and in favour of a 
number of goods from time to time; and the non-taxation 
of stocks of retail dealers accumulated prior to the in¬ 
troduction of the multi-point tax. The progress of re¬ 
ceipts in 1953-54 however has been more satisfactory 
and the revised estimates indicate the expectation of a 
revenue of Rs. 15*5 crores. The revenue in 1953-54 has 
increased by about Rs. 50 lakhs because of the levy of a 
sales tax on tobacco and tobacco products, Up to the end 
end of 1952-53, the Government of Bombay did not levy 
any sales tax on tobacco and had discontinued since 
1942, its own taxation of tobacco in deference to the 
desire of the Government of India to levy central excise 
duties on tobacco. The Government of India used to 
give to the Bombay Government an annual compensa¬ 
tory grant-in-aid of Rs. 54 lakhs. The Finance Commis¬ 
sion recommended to the discontinuation of this subsidy 
and the Government of Bombay has therefore resumed 
its levy of sales tax on tobacco. The revenue in 1953-54. 
it should be noted, however, is the revenue of tax paid 
only for 11 months and from this point of view, is an 
indication of the revenue possibilities of the multi¬ 
point tax. The annual receipts from the two. point tax 
are expected to be similar. For the year 1954-55, a re¬ 
venue of Rs. 15-65 crores has been budgeted. 


31. The rules framed under the Sales Tax Act require 
that dealers registered under the Act should file re¬ 
turns every quarter with the Sales Tax Authorities along 
with chalan receipt of advance payment of the tax due 
as calculated by the dealer in his form The quarterly 
returns are checked by the Sales Tax authorities at the 
time of assessment and with the modifications required 
as a result of this section final assessment orders are 
issued. There is provision in the Act for appeals and 
revision applications, the highest appellate authority 
being the Sales Tax Tribunal. There is also provision 
for a restricted appeal, to the High Court from the de¬ 
cision of the Tribunal. 


Statement III indicates the strength of the Sales Tax 
establishment in relation to the number of registered 
dealers. As a result of the Sales Tax on exports during 
the years 1949-50 and 1950-51, the work of the depart¬ 
ment increased. An increase in the establishment how¬ 
ever, was not simultaneously brought about and the 
assessment work lagged behind for a time. Statement 
IV indicates the number of registered dealers who re¬ 
mained to be assessed at the end of 31st March 1950, 
31st March 1951. 31st March 1952 and 31st December 
1953. It will be seen that the arrears of assessment 
had increased to nearly 3-5 lakhs cases by the 31st 
March 1952. Since then the Government has taken 
special steps for the disposal of arrear work and the 
sales tax staff has been increased as and when found 
necessary. By the end of the year 1953, all the work 
in connection with assessment retail sales tax up tn the 
year 1951 has been cleared and much the larger part of 
assessment work for the year 1951-52 has also been dis¬ 
posed of. Statement V indicates the arrears of tax found 
due after assessment. The arrears have accumulated. 
During the year 1951-52, the total amount outstanding 
was Rs, 49 lakhs. On the 1st February 1954, this has 
increased to nearly Rs. 2 crores. The recent accumu¬ 
lation of arrears is due to— 

(i) an increase in the number of appeals filed before 
the Sales Tax Tribunal without pre-payment of 
the tax; and 

(ii) recession in trade and business conditions in 
1952-53. A portion of the arrears will turn out 
irrecoverable because of the difficulty of trac¬ 
ing numerous small absconding dealers. 

Active steps are being taken for the collection of arrears. 
The sales tax law provides that arrears of sales tax can 
be collected as arrears of land revenue and if necessary, 


Government will resort to stricter measures for collec¬ 
tion of arrears. 

QUESTIONS AND ANSWERS 
Question No. 125 

Under the Constitution , the only sales or purchases 
Which can be taxed are sales or purchases of goods. Do 
you consider that the sales tax should be extended to — 

(i) services , so that the tax may be leviable on (a) 
charges for services proper (e.g,, bills from a gold - 
smith or a printer), (b) charges for both services 
and goods where the two cannot be readily 
separated (e.g., hotel bills), and (c) charges for 
certain types of goods into the price of which 
service enters a$ a substantial element (e.g., 
paintings or photographs)', 

and 

(ii) transactions of sale or purchase in stock ex¬ 
changes and futures markets ? 

If so, please deal with the administrative and other 
issues which may arise in the implementation of your 
suggestions . 

(i) (a) No tax may be levied on any charge 
which is purely or largely a service charge, (b) The tax 
may be leviable on charges for the supply of a prepared 
article where the seller has rendered service by way of 
manufacture of raw materials not supplied by the custo¬ 
mer; e,g., even today, if a printer manufacturers a card¬ 
board cartoon out of his own cardboard, sales tax is 
charged on the value of the finished article, but if the 
cardboard is supplied by the customer, no sales tax at 
all is charged, (c) Subject to remarks at (a) it should 
be possible to levy sales tax on charges for goods into 
the price of which service enters as a substantial ele¬ 
ment, e.g., paintings, sculptures and photographs. A paint¬ 
ing or photograph is no more a product of skill than 
that of a highly precise machine-tool although admit¬ 
tedly different types of talents go into the making of 
each. The practice in Bombay State however has been 
to exempt any product of artistic skill from sales tax. 
Similarly, when a doctor compounds medicine and sells 
it to a patient whose ailment he has diagnosed. Govern¬ 
ment has treated the sale of such medicine as not tax¬ 
able. The line between what should and what should 
not be taxable among goods into the price of which the 
element of a service charge enters has to be drawn arbi¬ 
trarily. Sales tax should not be extended to charges 
for any goods into the price of which service resulting 
from artistic or professional skill as distinct from mere 
craftsmanship enters. 

(ii) No. If the existing stamp duties on forward mar¬ 
kets in Bombay State, the nature of which has been indi¬ 
cated in note VI, pages 61-62 and 80 of Memorandum IV 
are to be replaced by an equivalent sales tax, the inci¬ 
dence of the tax would have to be kept at a low per¬ 
centage of 2 pies* per Rs. 100. Levied as a sales tax there 
are possibilities of evasion because the facility of clearing 
house returns and compulsory use of instruments both 
by the purchasing dealer and by the selling dealer 
through stamp duties cannot be enforced if the levy 
were turned into a sales tax. 

Question No. 126. 

(i) The Union alone has the power to levy a tax on 
sale of newspapers or on advertisements in them. This 
power has not, so far, been exercised , Would you pro¬ 
pose as desirable and feasible (a) a tax on sales only, or 
(b) a tax on advertisements only, or (c) a tax on both ? 

As regards (a), it has been urged that, on account of 
the small price charged for each newspaper, the sales 
tax would be fractional and cannot be passed on to the 
buyer, whereas in the aggregate it would be an undue 
burden on the concern itself. If you agree with this, how 
would you meet the difficulty ? 

As regards (b), what classes, if any, of newspapers cr 
advertisements would you exempt from the tax, and 
what rates of tax, graded or other, would you levy ? 

(ii) Have you any suggestions to make regarding the 
taxation of advertisements other than those appearing in 
newspapers ? 

(i) (a) From the turnover of the newspaper proprie¬ 
tor the sale value or the purchase price and cost of 
printing can be excluded. While there would not thus 
be any administrative difficulty to the sales tax on news¬ 
papers, there would be a lack of equity in the tax on 
newspapers inasmuch as the proprietor will not be able 
'to pass on the incidence of the isales tax because 
it cannot be adjusted by a suitable increase in price to 
the customers. Ordinarily most of the daily newspapers 


*An incidence of one pie per Rs. 100 had been indicated as an adoalorem incidence of stamp duty on forward market instruments. In 
recognised markets, ordinarily for the self-same transaction 2 instruments are used one by the purchaser and another by the selling dealer 
each in his clearing house returns. Stamp duty is a tax on instruments and therefore applies to both the selling dealer as well as the pur¬ 
chasing dealer. If a sales tax is levied, the tax wdi apply either to the sale or to the purchase but not to both. The equivalent incidence 
therefore is 2 pies per Rs. 100 if the sales tax of replace the existing stamp duties. 
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&re sold at a rate not exceeding 2 as. 6 pies each and a 
rate of 3 1/8 per cent, of sales tax even if it is raised 
the price to 2 as. 7 pies would give the newspaper pro¬ 
prietor more collection than the legitimate incidence de¬ 
sired to be shifted. A pie these days has since been out 
of circulation as a common medium of exchange and in 
order to be passed on to the purchasing readers, the rate 
of the sales tax will have to be kept much higher than 
3 to 4 per cent, or the ordinary incidence of the sales 
tax on the goods in general. With the advance of lite¬ 
racy and education in this populous country at some 
future date after a few years when the majority of the 
population of a State forms a regular habit of news¬ 
paper reading as in the West, it would be possible to 
levy a special sales tax on newspapers by a separate 
enactment, if monetary conditions (inflation for ins¬ 
tance) make it necessary. 

(b) From a sales tax of newspaper advertisements, 
the Government of Bombay used to derive an annual 
revenue of Rs. 10 lakhs in 1950-51. The annual revenue 
to-day from the tax would be anywhere between Rs. 10 
to 15 lakhs. A sales tax on newspaper advertisements 
offers the facility of being passed on to those who ad¬ 
vertise and derive profits through newspaper advertise¬ 
ments. The Government of Bombay is of the opinion 
.that the Government of India should pass the necessary 
legislation so as to enable State Governments to levy this 
tax or in the alternative the levy of the tax should be 
made a State subject when amendments to the consti¬ 
tution are considered. 

(c) If a tax on newspapers including the value of ad¬ 
vertisements were imposed, the major portion of the in¬ 
cidence would be passed on to those who advertise in 
newspapers rather than to the readers. The newspaper 
proprietors themselves would also bear that part of the 
incidence of the total tax which they have not been able 
to pass on to the advertisers. Even if (a) alone were 
levied, the newspaper proprietors would try to pass it 
on to those who advertise. 

As regards (b), during the years 1949-50 and 1950-51, 
when the tax on newspaper advertisements was levied 
under part VII of the Bombay Finance Act, 1932, the 
following exemptions were given by a notification issued 
under section 36 of the Finance Act: — 

“1. Advertisements appearing in any newspaper pub¬ 
lished after the 31st December 1949 (1) by any School, 
College, or University, or (2) by an institution or asso¬ 
ciation which, in the opinion of an officer authorised by 
the Provincial Government in this behalf, formed or 
conducted for any religious, charitable or educational 
purposes other than those specified in clause (1). 

2, Advertisements appearing in any newspaper pub¬ 
lished— 

(i) between the 1st January 1950 and the 31st 

March 1950: 

Provided that— 

(a) an issue of such newspaper is priced at a 
rate not exceeding two annas per copy; and 

(b) the average circulation (including free 
copies) of such newspaper during the period 
from the 1st January 1949 to the 31st De¬ 
cember 1949 did not exceed 1,000 copies per 
publication; 

(ii) in any financial year after the 31st March 1950; 

(a) an issue of such newspaper is priced at a 
rate not exceeding two annas per copy; and 

(5) the average circulation (including free 
copies, of which has not exceeded 1,000 
copies per publication during the immediate¬ 
ly preceding calendar year.” 

The rate of the tax under the Finance Act was fixed 
at one pie in the rupee paid or payable in respect of 
any advertisement published in any newspaper subject 
to the exemptions given above. Looking to the small 
amount of revenue received, it would not be adminis¬ 
tratively convenient to impose a graded levy on news¬ 
paper advertisements. 

(ii) Advertisements other than those appearing in 
newspapers are the advertisements exhibited on walls 
of public places or buildings, on trams, buses and other 
means of conveyance and advertisements that appear in 
the form of leaflets. These are suitable for taxation by 
local authorities. In Bombay State, the Corporation of 
Bombay through the levy of fees on advertisements at 
public places other than advertisements in newspapers 
derives of a revenue Rs. 2--5 lakhs. 

Question No. 127 

As regards sales tax generally and, in particular, the 
sales tax on goods leviable by the States , it is sometimes 
argued that —since all goods sold in a State must fall 
within one of three categories . viz,, (a) manufactured 
or produced within the State , (b) transported into the 


State from elsewhefe in the country , and (c) imported 
into the State from abroad —an extension or increase of 
excise would serve just as well as sales tax for category 
(a),of octroi or terminal tax for category (b), and of cus¬ 
toms for category (c). Do you agree with this view 
which implies that the sales tax has no specific func¬ 
tion to perform in the country's system of taxation? If 
not, what in your opinion, from the point of view of a 
correlated tax-structure, is the legitimate place and scope 
of the sales tax as distinguished from that of excise, 
octroi and customs ? 

Taxes at (a), (b) and (c) will not conveniently serve 
the purpose of a general sales tax, particularly under a 
federal system of Government in a country with the 
size and population as that of India. A sales tax is a 
form of general excise which cannot be efficiently ad¬ 
ministered as a central excise law even if we assume 
that all things consumed in a country were produced 
by large scale establishments alone. Octroi or terminal 
taxes are administratively suitable only for municipa¬ 
lities or municipal Corporations and not for a village 
Panchayat unless we want customs cordons and octroi 
Nakas in each one of our seven lakh villages. Both the 
Otroi as well as Central excise duties are taxes on indi¬ 
vidual commodities taxed. A general sales tax officers 
the facility of taxing consumer expenditure in general 
and of enabling a dealer to pass on the incidence of the 
tax from one commodity to another. It would not be 
possible to tax as many commodities and as many 
persons as can be done with a general sales tax through 
any comprehensive excise customs or octroi legislation. 
Actually there may be an effort in the direction of 
converting octroi into a sales tax or purchase tax, 

Apart from this theoretical reasons of coverage, the 
denial of the right to levy sales tax to State Government 
would reduce them to the position of grant-in-aid pen¬ 
sioners of the Central Government inasmuch as there is 
no other tax which gives as much independent 
tax revenue as would enable the State Govern¬ 
ment to perform the responsibilities of financing 
from their own funds nation-building activities 
assigned to them under the Indian Constitution, and 
to the extent as envisaged in the Five Year 
Plan drawn up by the Planning Commission, Dur¬ 
ing the year 1952-53, the general sales tax gave to 
the Part A and B State Governments a total revenue of 
Rs. 51-58 crores or 17-3 per cent, of the total tax re¬ 
venue. Some State Governments like Bombay and 
Madras rely much more on sales tax than what this 
average proportion of all States indicates. For example, 
in Bombay State, the general sales tax is expected to 
yield a revenue of Rs. 15 6 crores or nearly 30 per cent, 
of the annual State tax revenue in 1954-55, In any 
under developed country on the march of progress and 
comprehensive planning by means of a substantial ex¬ 
pansion of the public sector, it is always necessary to 
procure the financial resources for planning without un¬ 
duly undermining or restricting trade and commerce, A 
comprehensive central excise or lakhs and lakhs of local 
octroi and terminal tax laws as envisaged in the ques¬ 
tion would certainly lead to restrictions on production 
and distribution of goods even if they were able to pro¬ 
cure the necessary financial resources. For large scale 
expansion of the public sector, as wide a population as 
is feasible should be covered through taxation measures. 
These taxation measures will have to impinge on 
consumer expenditure in a manner suh as would 
equitably spread out the requisite sacrifices of 
consumption. Taxation of innumerable individual com-, 
modifies through central excise and local octroi can 
never do this. A general sales tax of a State Govern¬ 
ment however can impinge on consumer expenditure in 
general with a lighter incidence of the tax and with the 
facility of covering a wider section of the population as 
well as enabling exemptions to essential expenditure of 
the very poor on basic necessities of life. 

Question No. 128 

(a) Sales tax is almost invariably levied by the State 
Government in terms of the turnover of the dealer over 
a given period. Since a sales tax leviable on the indi¬ 
vidual transaction necessiates fairly elaborate accounts , 
cash memos, etc., which only a small proportion of deal¬ 
ers is equipped to maintain, do you agree with the view 
that, in Indian conditions , the bulk of the sales tax is 
likely, for a long time to come , to continue to be leviable 
on aggregate turnover as distinguished from individual 
sale-price? 

(b) In most States there are separate laws governing 
sales petrol . To what articles , if any , do you consider it 
desirable and feasible to extend the particular system 
adopted in respect of petrol? 

(a) Yes. A sales tax is a form of general excise on 
consumer expenditure in general rather a selective tax 
on an individual commodity. The system of selective 
purchase tax in Britain is not practicable in a country 
like India because of the reasons already stated in the 
question above, (b) A selective sales tax is practicable 
in cases where there is a definite locale of production 
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hnd distribution that can be easily traced by the admi¬ 
nistrative machinery. A selective sales tax may also be 
practicable and necessary in cases of taxation on com¬ 
modities where it is intended that the incidence of the 
tax should be higher than 4, 5 or 6 per cent, which is 
the ordinary incidence of a general sales tax. Sales 
of items like electricity, cinema tickets, racing admis¬ 
sion tickets, cloth, sugar or jute manufactures and in¬ 
toxicants in India can be taxed in this way. Taxes 
under a separate enactment such as a selective sales 
tax on petrol almost partake a character of an excise 
law. * 

Question No. 129 

(1) In regard to a system of levy based on turnover, 
is the choice broadly limited to the alternative hereafter 
mentioned or is there any other system you would advo¬ 
cate '? Under the system you recommend would sales tax 
continue to be roughly as significant a source of State 
revenue as at present. The alternatives referred to 
above are : 

(i) a relatively low rate of levy at each of almost 
all points of sale; few dealers excluded and few 
goods exempted ( Multi-point ) ; 

(ii) a relatively high rate of levy at only one point , 
viz., the point at which a register dealer sells 
either to consumer or to an unregistered dealer; 
exemption from tax of sales by one registered 
dealer to another registered dealer; exclusion 
from compulsory registration of a dealer below 
a certain limit of turnover a large number of 
exempted goods ( Single-point ); 

(ni) various combinations of the above. 

(2) Which of the above alternatives would you advo¬ 
cate ? Please state your reasons in some detail, compar¬ 
ing merits and demerits from the point of view of (a) 
the consumer, (b ) the dealer, (c) industry , trade, etc., 
generally and (d) Government. Please relate your argu¬ 
ments, as far as possible, to lessons which may be drawn 
from the actual working of Sales Tax Acts in different 
States. 

(3) In particular: 

(i) as regards (a) abcrce* do you think that the sales 
tax, or any particular form of it, leads to a 
greater burden being placed on the consumer 
than is accounted for by the proceeds which 
accrue to the Exchequer ? 

((ii) as regards (b) above, have you any suggestions 
to make regarding the simplification of forms, 
accounts 4 etc., and of the procedure generally 
in order to make the administration of the tax 
less burdensome to the dealer ? Further, having 
regard to the cost of maintenance of the machin¬ 
ery for compliance, would you suggest an alter¬ 
native form of taxation so far as small dealers 
are concerned ? 

(iii) as regards (c) above, has the imposition of the 
sales tax led to any noticeable change in the 
organisation of the trade in the country, especial¬ 
ly in regard to the size of the business unit, loca¬ 
tion of head-offices, number of intermediaries, 
variety of the goods dealt with, etc.? 

(it>) as regards (d) above, please examine the finan¬ 
cial and administrative aspects, including the 
scope for evasion presented by the particular 
system and the difficulty or otherwise of coun¬ 
teracting it. 

(1) and (2) As a maritime industrial and export sur¬ 
plus State, the Government of Bombay has found by ex¬ 
perience that a full-fledged multi-point sales tax under 
the existing economic and monetary conditions is un¬ 
suitable, At the same time, looking to the revenue re¬ 
quirements from the levy of sales tax as a material aid 
to the resources for accepted commitments of the State 
Five Year Plan, a single point retail system even with 
a higher tax on selected goods would be inadequate. 
What is more, a single-point retail tax gives scope 
to evasion in Bombay State wherein sales, at the last 
stage for internal consumption form a minor part of the 
total number of sales in the State as the latter include 
besides the sales for internal consumption, sales of inter¬ 
state trade between Bombay and other States and of 
foreign trade between Bombay and the outside world. 
'The Government of Bombay has therefore preferred to 
levy a combination of the two systems, namely, a two- 
point sales tax subject to a single point levy on essen¬ 
tial goods as desired by the Government of India. 

(3) (i) In all cases of indirect taxation, the incidence 
of the tax is rarely passed on as an equivalent amount 
to the consumer. This is true of sales taxation also. 
It is only under conditions of a depression coupled with 
heavy rates of the sales tax levied simultaneously that 
a dealer bears a portion of the sales tax. The more nor¬ 
mal the monetary and economic conditions, the lesser is 
the excess burden of sales tax on the consumer. Under 
disturbed monetary conditions, let us say, of an infla¬ 
tionary price-rise, a multi-point tax offers more nume¬ 
rous opportunities of shifting an excess burden on the 
consumer. 


(ii) Since, by constitutional provisions, all sales can¬ 
not be taxed, every sales tax law has to provide for 
complicated forms wherein sales exempted by the Con¬ 
stitution. sales exempted the law itself and sales charg¬ 
ed at differential rates of tax have to be separately indi¬ 
cated. For small dealers the tax can be compounded. 

(iii) In relation to the export and import * duties as 
well as excise duties of the Government of India which 
also impinge on consumption, the sales tax of the State 
Governments imposes a relatively small burden. In gene¬ 
ral, therefore the levy of sales tax should not affect the 
structural organisation of trade in the country. One of 
the results of the effective operations of Articles 286 (1) 
and (2) as interpreted by the Supreme Court has been 
that in the States which levy a multi-point tax under 
conditions of price resistance by consumers, producers 
try to deal more and more directly with the out of State 
purchasers. To some extent this happened with the cloth 
trade in Bombay State, 

(iv) As between a retail system, a full-fledged multi¬ 
point system and a two-point system the last offers the 
least scope for evasion in a State like Bombay, Under 
the proposed two-point system of sales tax provided in 
the Bombay Sales Tax Amendment Act, 1953, provision 
has been made for the issue of licences to registered 
dealers with a turnover exceeding Rs. 50,000. The major 
portion of the sales tax at the last stage would be collect¬ 
ed by Government from these licensed dealers instead of 
from small retailers. The annual revenue of the Govt, of 
Bombay under a retail system with a tax of 6 pies in 
the rupee on goods in general and a tax of one anna in 
the rupee on selected middle class conventional neces¬ 
sities, semi-luxury and luxury articles may be estimated 
at Rs. 10 * 5 crores. From the sales tax however the Gov¬ 
ernment of Bombay would like to have an annual re¬ 
venue of about Rs, 15 to 16 crores on the present volume 
of trade and price structure on the basis of the revenue 
collected in 1950-51. If the retail system were to be con¬ 
tinued the rate of the tax would have had to be increas¬ 
ed to 9 pies in the rupee for goods in general and to 18 
pies in the rupee for selected goods. Such a high rate 
of the tax at the last stage would have encouraged eva¬ 
sion and it is not certain that the annual revenue of Rs, 
15 crores would have been obtained. The multi-point 
system of tax would give an annual revenue of Rs. 15 
crores. The system however creates difficulties for trade 
and industry at the present juncture which are undesir¬ 
able. Contrasted with these two alternatives, the inci¬ 
dence of a two-point levy is more certain and the possi¬ 
bilities of obtaining revenue with the least disturbance 
to normal trade and industrial activities more definite. 
On goods in general, to the extent that evasion can be 
reduced particularly by the effective administration of 
the licensing system and the levy of the tax at the stage 
of first sale on producers and importers, the revenue pos¬ 
sibilities are greater. The incidence of the tax also for 
goods in general can be kept at less than 9 pies than 
in the rupee, because the sale value at first stage of 
sale is obviously smaller than the sale of value at the 
last stage of sale. 

Question No. 130 

In relation to the particular system you advocate : 

(i) should there be special rates of levy, higher than 
the ordinary rate, for certain articles ? If so, for 
which types of articles ? 

(u) should there be special rates of levy, lower than 
the ordinary rate , for certain articles '? If so, for 
which types of articles ? 

(iii) which articles, if any, should be exempted alto¬ 
gether and why ? Please elaborate the principles 
which , in your opinion, should underlie exemp¬ 
tions, 

(i) Yes. It is possible to reduce the regressive effect 
of sales tax by the levy of a tax higher than the ordi¬ 
nary on selected articles which are conventional 
necessities, as well as luxury and semi-luxury articles 
in common use largely of the middle classes and the 
richer sections of the population. The articles on which 
a tax at the rate higher than the ordinary is levied are 
indicated in Statement I, 

(ii) Whenever revenue requirements demand that in¬ 
dustrial and commercial raw materials should also be 
made liable to the sales tax, a tax at a rate lower than 
the ordinary rate can be levied on such materials like 
cotton, jute and oilseeds. In addition, there are goods 
like bullion and specie for the levy of sales tax on which 
at present there is no uniformity among the States. If 
the ordinary rates of sales tax were applied to sales of 
bullion and specie in some States while other States do 
not do so, there is the danger of trade in these commo¬ 
dities passing out of the State. Besides, though the sale 
value of these commodities is high, the normal trade re¬ 
turn is low and a rate of 4 per cent, sales tax would ncV 
be suitable for taxation of these articles. It is therefore 
that most State levy a sales tax at less than the ordi¬ 
nary rate on sales of bullion and specie. The effective 
implementation by the Government of India of the 
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Essential Goods Act of 1952 has been such that States 
which changed their sales tax legislation after the date 
of the effective implementation of the Act cannot im¬ 
pose a tax of more than 6 pies in the rupee on the sales of 
these goods. As a result, if the ordinary rate of the 
sales tax higher than 6 pies, the tax on essential goods 
has to be lower than the ordinary rate. Statement indi¬ 
cates the articles on which a tax at a rate lower than the 
ordinary rate is levied in Bombay State, 

(iii) Complete exemption from sales tax should be 
accorded to goods which are the very basic necessities 
of life. The nature of the schedule of exemptions in 
any State sales tax law depends on its revenue require¬ 
ments. The schedule of exemptions as provided in Bom¬ 
bay Sales Tax Amendment Act of 1953 is indicated in 
the Statement L 

Question No. 131 

In regard to system, rates, exemptions, etc., what 
degree of uniformity between the different States do you 
consider desirable and feasible? Would you bring it 
about — 

(i) by formal or informal convention; 

(it) by central legislation promoted at the instance 
of two or more States; 

(iii) by constitutional amendment, so as to include 
certain basic matters connected with the sales 
tax in the Concurrent List? 

( iv ) by constitutional amendment so as to include 
the item of sales tax, as a whole , in the Union 
List? In the last mentioned case how would you 
apportion the proceeds ? Would this alternative 
be a practicable proposition from the point of 
view of the finances of the States? 

A certain amount of uniformity in sales tax on essen¬ 
tial goods will be achieved by the Essential Goods De¬ 
claration and Regulation of Tax on Sales or Purchases 
Act, 1952. Uniformity in Taxation of inter-State sales 
is being achieved by convention. Some of the adminis¬ 
trative difficulties of taxing on exempting inter-State 
sales which have arisen by the interpretation of Article 
286 (1) and (2) by the Supreme Court are being solved by 
formal agreement among the State and the Centre. No 
further constitutional amendments or central legislation 
with a view to imposing restrictions on State rights over 
sales tax are necessary. 

Question No. 132 

To what extent has any desirable uniformity been 
achieved in regard to exemptions (in favour of “goods 
essential for the life of the community ”) under Clause 
(3) of Article 286 of the Constitution ? WTiat principles 
would you advocate for deciding the exemptions to be 
made under this provision of the Constitution ? Do you 
consider that the scope of the provision contained in 
Clause (3) of Article 286 should be extended also to “es¬ 
sential articles ” which has been subject to sales tax 
before the relevant central enactment came into force ? 

Clause (3) of Article 286 does not specifically provide 
for “exemptions” in favour of goods essential for the 
life of the community. The said clause only provides 
that State sales tax on these goods can be levied only 
after such legislation has received the assent of the Pre¬ 
sident, Evidently the intention is to regulate the inci¬ 
dence of State sales taxes on Essential Goods rather 
than provide for wholesale exemption of all goods in¬ 
cluded in the Schedule to the Central Act. The implied 
meaning to clause (3) of Article 286 indicated in the 
question is therefore misleading. The Government of 
India have already enacted the Essential Goods (Dec¬ 
laration and Regulation of Tax on Sale or Purchase of) 
Act in 1952. Under the provisions of the Act and the 
schedule attached thereto, the Government of India can 
regulate the incidence of sales tax on 15 groups of com¬ 
modities which have been declared as goods essential 
to the life of the community. The Act however has no 
retrospective effect and does not affect the levy of sales 
tax or its incidence on essential goods mentioned in the 
Act by State Governments who do not change their sales 
tax law after the effective operation of the Act. For 
example, some southern States continue to levy a multi¬ 
point tax on most of the essential goods including 
food-stuff. The Government of Bombay has chang¬ 
ed its sales tax legislation, after the Essential 
Goods Act came into force. Its sales legislation there¬ 
fore in respect of the levy of the tax as well as inci¬ 
dence on essential goods is regulated by Presidential 
assent. The Government of India have desired that on 
essential goods, the aggregate incidence of the sales tax 
should not exceed 6 pies in the rupee and that normally 
the tax on essential goods should be levied at the last 
stage of sale. The fact that the Act has no retrospec¬ 
tive effect has resulted in discriminatory treatment 
against States which modified their sales tax legislation 
after 1952. The purpose of uniformity of incidence of 
State sales taxes on essential goods is therefore defeated 


to that extent. The schedule of Essential Goods attached 
to the Act contains a wide list of articles beginning with 
basic necessities of life like cereals and pulses, bread, 
milk, meat, fish, eggs and coarse cloth up to books, slates, 
pencils and periodicals. For the common consumer, as 
well as the trader of essential goods, taxation problems 
do not end with the regulation of State sales taxes. 
Many of the essential goods are also liable to Central 
export and import duties as well as Central excise duties, 
and it is the aggregate incidence of all these taxes in¬ 
cluding the sles tax which has to be considered in any 
question of regulation of the incidence of taxation on 
essential goods. Statement VI indicates the ad valorem 
incidence of central export and import duties and excise 
duties as well as the sales tax in Bombay State which 
is proposed to be levied on essential goods. While there 
is an aggregate incidence of 25 per cent, of import and 
excise duty on kerosene, the same is exempt from sales 
tax in Bombay State. Until recently the Government of 
India used to levy a 25 per cent, export duty on coarse 
and medium cloth. On coarse and medium cloth there 
is also an excise duty of 5:25 per cent, ad valorem. 
Contrasted with this, the sales tax of the State Govern¬ 
ment has to be restricted to 3 1/8 per cent. Like cloth, 
edible oils and oilseeds are articles in which the State 
of Bombay is export surplus. On edible oils, there is an 
export duty of 21 per cent, and on oilseeds 39'5 per cent. 
On oilseeds there is besides a cess of 1/2 per cent. 
According to the interpretation of Article 286(1) and 
(2) by the Supreme Court’s judgment sales earlier than 
the last stage of sale are taxable by a State Govern¬ 
ment. An export surplus State has therefore the op¬ 
portunity of levying a tax at earlier stages of sale. The 
Government of India however can prevent a State Gov¬ 
ernment from doing this by allowing only a sales tax on 
such goods at the last stage. This restricts the sphere 
of State sales taxation. 

The scope of State sales taxes on essential goods in 
relation to the existing incidence of central excise ex¬ 
port and import duties on the same calls for a very close 
examination. For the consumer as well as the exporter 
it is the aggregate incidence of Central and State taxes 
which is important. If the essential goods can be made 
liable to central export, import and excise duties, there 
is no reason why adequate scope should not be left for 
a reasonable level of State sales taxes on them. It is 
also for consideration whether all the articles listed in 
the schedule attached to the essential goods act are 
really essential to the life of the community. In the 
interest of uniformity of incidence of States sales taxes 
over essential goods the discrimination against States 
which now change their sales tax law requires reconsi¬ 
deration. 

Question No. 133 

(a) As regards "sales outside the State ”, ft inter-State 
Com7nerce f \ etc., please discuss the adequacy or other¬ 
wise of the relevant provisions of Article 286 and sug¬ 
gest remedies for any defects which t in your opinion, 
have been revealed in the actual working of these pro¬ 
visions. 

(b) Please discuss in this connection the desirability 
a7id feasibility of the suggestion that purchases only 
(and not sales ) should be taxed , so that the tax juris¬ 
diction of each State might be confined to parties resid¬ 
ing within the State . Alternatively, do yoji consider 
that purchases should he taxed in certain cases and sales 
in certain others if so, how and what considerations 
would you define the two categories ? In either case, 
please describe your scheme in some detail and explain 
the advantages which you claim for it. 

(a) The implications of the interpretation of Article 286 
(1) and (2) by the Supreme Court’s judgment have 
already been indicated. 

(b) In June 1953, an announcement was made by 
the Government of Bombay declaring its intention to 
recover sales tax under the Bombay Sales Tax Act, 1953, 
from dealers in India outside the State of Bombay, with 
effect from 1st April 1953, in view of the interpretations 
given by the Supreme Court of the provisions of Article 
286 of the Constitution. The Government of Bombay 
has reconsidered this decision in the light of discussion 
in the Officials’ Committee meeting held in New Delhi 
and has agreed to levy sales tax in such cases from 1st 
January 1954. The Government of Bombay has accord¬ 
ingly decided that the following interim arrangements 
should be brought into force for levy of sales tax under 
the Bombay Sales Tax Act, 1953 from dealers residing 
outside the State of Bombay, in respect of transactions 
taking place on or after the 1st January 1954. 

All non-resident dealers who become liable to sales 
tax under the Act shall submit once in every quarter 
returns in respect of their transactions in 
which goods have actually been delivered in the State 
of Bombay for the purpose of consumption in this State, 
Such returns shall be submitted by post in a prescribed 



form. Necessary amendments have been carried out in 
the Bombay Sales Tax Rules by a notification published 
in Part IV-B of the Bombay Government Gazette Extra¬ 
ordinary, dated the 8th March 1954. These amendments 
inter alia prescribe two forms of certificates: (i) Form A1 
regarding the certificate of registered dealer purchasing 
goods for resale to registered dealers; and (ii) Form A2a 
regarding certificate of licenced dealer purchasing spe¬ 
cial goods for resale. These purchasing dealers have 
been asked to send two copies of the certificates duly 
filled in to the selling dealers residing outside the Bom¬ 
bay State. The non-resident dealers should send one 
copy of each of the Forms along with the return men¬ 
tioned above. The tax from non-resident dealers may 
be paid by crossed cheques, postal orders or demand 
drafts and not necessarily at the treasuries in this State. 
The returns mentioned above are to be submitted to the 
Sales Tax Officer, Enforcement Branch, Bombay, who 
will deal with all non-resident dealers. The competent 
authorities shall assess the sales tax payable by the non¬ 
resident dealer and if necessary before making the assess¬ 
ment, examine the dealer’s accounts at the headquarters 
of the Sales Tax Officer concerned in the State of the 
dealers’ residence. The Sales Tax authorities of the 
dealer’s State will also verify in the course of their ins¬ 
pection of the dealer’s account whether any exports to 
other States have been made and if so, furnish the rele¬ 
vant information to the State entitled to levy tax on such 
transactions. All final appeals against the order of 
assessment and all proceedings involving the exercise of 
revisional jurisdiction will be heard and dealt with at 
Bombay by the authority in whom such appellate or 
revisional powers vest. All the earlier appeals will be 
heard at the request of the dealer at one or more cen¬ 
tral places in the State of the dealer’s residence. 


The Government of Bombay believes that the sales 
tax laws of the States should not harass or cause in¬ 
convenience to non-resident dealers. A system of pur¬ 
chase tax at the first stage of sale within the State with 
proper safeguards should prove adequate for an import¬ 


ing State which wants to tax its imports from other 
States as allowed by the Supreme Court Judgments. 

Question No. 134 

Do you think that lack of uniformity between the 
States as regards the rates of sales tax and the methods 
of applying it (single or multiple-point ) has the effect of 
raising harriers in inter-State commerce or of inducing 
uneconomic diversions of traded If so, what measures 
would you suggest to rectify the position? 

State Governments should have the right to decide in 
each individual case what system of sales tax single or 
multipoint is suitable for an individual State Govern¬ 
ment. There is no necessity for any uniformity regard¬ 
ing the rates of sales tax levied by various State Gov¬ 
ernment except the incidence on essential goods. The 
sales tax is the only elastic source of revenue for State 
Governments and each State Government should be 
allowed to adjust its rates of levy suitable to its re¬ 
quirements of revenue and its own judgment regarding 
equity and taxable capacity of its State citizens. Any 
proposal for uniformity in rates of sales tax would only 
mean uniformity at a common low level of taxation. 
Such a low level does not take into account the differ¬ 
ences in taxable capacity of the citizens of various 
States. States which would equitably levy higher rates 
of taxation would unnecessarily lose revenue. 

It is true that a full-fledged multipoint tax interferes 
with normal channels of distribution and trade. Diver¬ 
sion of trade however is not likely to appear though 
everything depends on the aggregate incidence of the 
multipoint tax. There are numerous more important 
factors than a difference in sales tax of 1 or 2 per cent, 
which have to be taken into account before a business¬ 
man or a trader thinks of changing his State of business. 
By itself, a sales tax, whether single-point or multipoint, 
is hardly responsible for inducing uneconomic diversion 
of trade. 
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STATEMENT I 

Showing articles completely exempt fiom levy of Sales Tax and these taxed with rates at which they are taxable as proposed in Bombay Sales Tax Act of 1953 


Articles which are exempted from sales tax 

Articles which 
are subject to 
sales tax at 1 
per cent, at 
the last stage 
only 

Articles which 
are subject to 
sales tax at 3 
pies in the rupee 
at the last stage 
only 

Articles which are subject to 
sales tax at 6 pies in the rupee 
at the last stage only 

Articles which are sub¬ 
ject to sales tax at 

3 pies in the rupee 
at first stage only. 

1 

2 

3 

r ' " 4 

5 


1. Agricultural implements worked or operated 
exclusively by human or animal agency of the 
following kinds :—- 

Chaff-cutters, clod crushers, harrows, iron 
and leather mhots, iron ploughs and plough 
points, pick axes rahats, shovels sickles, 
spades and wooden seed drills. 

2. Betel leaves. 


i f Raw cot- 1. Artificial silk 
ton (gin- yarn, 
ned or un¬ 
ginned). 2. Hides and 
skins. 

2. Cotton-seeds 

3. Oilseeds. 

4. Raw silk and 
silk yarn. 


3. Bread. 5. Raw wool, 

wool tops 

4. Butter-milk and curds. and woollen 

yarn (other 

5. Cattle, sheep and goats. than knit¬ 

ting yarn). 

6. Cattle-feeds including fodder and other concen¬ 
trates but excluding cotton-seed. 6. Staple fibre 

and staple 

7. Cereals and pulses in all forms except when fibre yarn, 

sold in sealed containers. 


8. Charkha and other implements used in the 
production of handspun yarn or handwoven 
cloth as may be specified by the State Gov¬ 
ernment by notification in the Official Gazette. 

9. Chillies, chilly powder, tamarind and turmeric, 
whole or powderd except when sold in sealed 
containers. 

10, Cloth woven on handlooms sold at a rate not 
exceeding Rs. 2-0-0 per yard. 

11, Clothes and other articles of khaddar when sold 
by a dealer recognised for this purpose by the 
Collector of Sales Tax. 

12, Coal-gas when sold by a gas supply company 
to a local authority for consumption by such 
local authority for purposes of street lighting. 

13, Cotton yarn and cotton thread. 

14, Edible oils manufactured in ghanis by human 
or animal agency when sold by such owners of 
ghanis or such co-operative Societies of such 
owners, or such institutions devoted to the pro- , 
motion of village industries as have been re¬ 
cognised for this purpose by the Collector of 
Sales Tax. 


15. Eggs. 


1. Agricultural machinery 
and implements including 
parts of such machinery 
and implements (except 
such agricultural imple¬ 
ments as are declared tax- 
free under Serial No. 1, 
Column 1). 

2. Cloth woven on handlooms 
(except such cloth as is 
declared tax-free under 
Serial Nos. 10 and 29 of 
Column 1). 

3. Coarse and medium cotton 
cloth made in mills or wo¬ 
ven on powerlooms ; 

Explanation 1.—Coarse cloth 
means any cloth in which 
the count of wrap yarn em¬ 
ployed (excluding the bor¬ 
der) is below 17s (whether 
single or folded). 

Explanation 2.—Medium doth 
means nay cloth in which the 
count of wrap yarn em¬ 
ployed (excluding the border) 
is 17s or finer but is less 
than 35s (whether single or 
folded). 

Explanation 3.—“Cotton doth” 
means any cloth in which 
the proportion of cotton yarn 
is not less than 98 per cent. 

4. Coke and other derivatives 
of coal. 

5. Dried fruits (including co- 
coanuts) and dried vegeta¬ 
bles, vegetables and flow¬ 
er seeds, bulbs and Plants 
excluding orchids. 

Except —(i) any medicine pre¬ 
pared from anyone or more 
of such articles, and 

( ii) when any such article is 
sold in sealed containers. 


1. Betel nuts. 

2. Books and periodi¬ 
cal journals except 
such text books and 
journals as declar¬ 
ed tax-free under 
Serial Nos. 36 and 
41 of Column 
1 and other than 
account books, dia¬ 
ries, calendars and 
books containing 
space exceeding 
eight pages for be¬ 
ing written up (not 
being exercise 
books). 

3. Coal. 

4. Safety matches (ex¬ 
cluding matches 
used as fire works). 


16. Electrical Energy. 

17. Fertilisers. 

18. Firewood and charcoal. 

19. Fish except when sold in sealed containers. 

20. Flour including atta, maida, suji and bran ex¬ 
cept when sold in sealed containers, 

21. Flowers. 

22. Food and non-alcoholic drink consumed at a 
hotel, restaurant, refreshment room, eating 
house or other place where such food and 
drinks are served except when the cost of the 
food and drinks consumed at one time by one 
person exceeds rupee one. 

23. Fresh fruits. 

24. Fresh vegetables and edible tubers. 


6. Edible oils (except such oils 
as are declared as tax-free 
under Serial No. 14 of Co¬ 
lumn 1). 

7. Iron and steel 

8. Jute seeds, raw jute, sun- 

hemp and mesta. 

9. Milk products including 
butter, ghee, chana and 
khoa (except sweetmeats 
and excepting butter milk 
and curds declared as tax- 
free under Serial Nos. 3, 4 
ofColumni), 

10* Petroleum and petroleum 
products (except kerosene 
and motor spirit declared 
tax-free under Serial Nos, 
28 and 35 of Column 1). 


25. Glass bangles sold at a rate not exceeding 
annas 2 each. 

26. Gur* 

27. Handmade paper when sold by such producers 
of handmade paper as have been recognised 
for this purpose by the Collector of Sales Tax. 

8. Kerosene. 


36'— lT.ECom. (ND55 
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Statement I —Contd. 


1 


2 


3 


29. Khaddar when sold by dealers recognised for 
this purpose by the Collector of Sales Tax, 


30 Kum-Kum. 


31. Mangalsutra with black glass beads sold at a 
rate not exceeding Rs. 5 each. 


32. Manures including oil cakes. 

33. Meat except when sold in sealed containers. 


34. Milk whole or separated. 


35. Motor Spirit, meaning— 

(a) any inflammable hydro-carbon (including 
any mixture of hydro-carbons or any 
liquid containing hydro-carbons) which 
is capable of being used for providing rea- 
sonably efficient motive power for any 
form of motor vehicles, and 

(b) power alcohol, that is, ethyl alcohol of any 
grade (including such alcohol when dena¬ 
tured or otherwise treated) which cither 
by itself or in admixture with any such 
hydro-carbon, is capable of being used as 
aforesaid j 

* 

but not including diesel oil or other any form 
of inflammable hydro-car bon material 
which the State Government may, by no¬ 
tification in the Official Gazette specify 
in this behalf. 

36. Periodical journals published at intervals not 
exceeding one month, 

37. Salt. 

38. Slates and slate pencils; chalk sticks and cra¬ 
yons ; footrules, exercise and drawing books & 
lead pencils and mathematical and drawing 
instrument boxes used by primary and secon¬ 
dary school students. 

39. Stamp paper sold by vendors duly authorised 
under the provisions of the Indian Stamp Act, 
i8 99- 

40. Sugar-cane, 

41. Text books, books for supplementary reading 
and school atlases sanctioned by the State 
Government, Director of Education for the 
State of Bombay, the Educational Inspectors of 
Divisions or the Secondary School Certificate 
Examination Board or approved by Bombay 
Municipal Schools Committee. 

42. Water, other than aerated and mineral waters. 
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Statement I— Contd, 


Articles which Articles which 

are subject are subject to Articles which are subject to 
to sales tax sales tax at { per sales tax at six pies at the first 
at J per cent. cent, at the first stage as well as six pies at the 
at the first stage and 3 pies last stage 

stage as well in the rupee at 
as last stage the last stage 


Articles which are Articles which 

Articles which are subject to sales tax subject to sales are subject 
at 12 pies in the rupee at first stage and tax at 15 pies in to sales tax 
6 pies in the rupee at the last stage. the rupee at the at 3 pies in 

first stage and 6 the rupee at 
pies in the rupee first stage and 
at the last stage 6 pies in the 
rupee at the 
last stage 


6 


7 


8 


9 


10 


11 


1, Bullion and 1. Articles made 
specie. of gold and 

silver (of 
fineness not 
less than 75 
per cent, not 
cont aining 
any precious 
stones syn¬ 
thetic or ar¬ 
tificial pre¬ 
cious stones 
or pearls, 
real, artifi¬ 
cial or cul¬ 
tured. 


1. Aerated waters and all non¬ 
alcoholic beverages including 
fruit juices, squashes, syrups 
and cordials when sold in 
sealed or capsuled and corked 
bottles or jars. 

2. - (2) Bangles, bottle caps and 

buttons made of plastics 
when sold at a rate not ex¬ 
ceeding annas 2 each. 

(ii) other articles made of pla¬ 
stics sold at a rate not exceed¬ 
ing annas 12 each or when 
sold by length at a rate not 
exceeding annas 12 per yard. 

3. Bicycles, tandem cycles and 
combinations. 

4. Cakes, biscuits and pastries. 


1. All arms including rifles, revolvers, 
pistols and ammunition for the same, 

2. All clocks, timepieces and watches. 

3. Articles made of glass, china or por¬ 
celain adapted for domestic use when 
sold at a rate not less than one rupee 
per piece. 

Explanation —( i ) One cup and saucer, 
and (ii) any vessel and its lid sold 
together shall be deemed as one 
piece, but not a set of cups and 
saucers, plates or dishes, etc. 

4. Articles made of ivory, sandalwood 
or black wood or in laid therewith, 
and ornamental metalware (not 
being articles falling under entry 24 
in Column 2) when sold at a rate not 
less than Rs. 2 per piece 


5. Cement. . 

fi. Cigarettes and Cigarette 
tobacco. 

7. Food-stuffs and food provisi¬ 
ons of all kinds including raw, 
semi-cooked, semi-processed 
or ready to serve foods and 
including pickles, sauces, 
jams, marmalades, jellies’ 
preserved fruits and honey 
when such goods are sold in 
sealed containers of weight 
not exceeding five seers in 
each container; but except 
fresh milk, whole or separat 
ed, milk products (including 
butter ghee, chan a and khoa 
but excluding, sweetmeats), 
edible oils, gur and salt. 

8, Cloth including saris, dhotis, 
sheets, chaddar blankets and 
other similar articles [other 
than (i) cloth woven on hand- 
looms, and (ii) coarse and 
medium cotton, cloth woven 
in mills or on powerlooms]., 
when, not falling under Serial 
No. 39 of Column 4. 

9* Hydrogenated vegetable oils 
including vanaspati. 

10. Ice. 

11. Jewellery, precious stones, 

synthetic or artificial pre¬ 
cious stones and pearls real, 
artificial or cultured not be¬ 
ing articles falling under Se¬ 
rial No. 24 of Column 2. 

12. Paints, lacquers and varnishes, 

13. Sugar. 

14. Sweets, sweetmeats, toffees 
and chocolates. 

15. Toilet articles except such 
articles as may be specified by 
the State Government by 
notification in the Official 
Gazette. 

16. Zari thread and embroidery 
materials of gold, silver or 
gilded metal (except badla 
& kasab) when sold a rate not 
less than annas 8 per tola. 


5. (i) Articles made of plasiics other 

( than those specified in Serial No. 2 of 

column 3. 

(ii) Plastic sheets and fabrics and 
articles made of such sheets or 
fabrics other than tho*e specified in 
Serial No. 2 of Column 3. 

6. Binoculars and opera glasses, 

7. ( i ) Braids, borders, laces and trim¬ 
mings when sold at a rate not less 
than annas 8 per tola or when sold by 
length at a rate not less than annas 8 
per yeard. 

(ii) Articles for personal wear which 
have been embroidered or otherwise 
decorated sold at a rate not less than 
rupees two per article. 

8. Cigarette cases and lighters. 

9. Cigars, cheroots and pipe tobacco 

other than hooka tobacco. 

10. Cinematographic equipment in¬ 
cluding cameras, projectors, and 
sound recording and reproducing 
equipment lenses and films required 
for use therewith. 

1. Dictaphone and other similar appa¬ 
ratus for recording sound, 

12. Domestic electrical appliances other 
than torch-cells and filament light¬ 
ing bulbs. 

13. Fire works. 

14. Foamed rubber sheets, cushions, 
pillows, mattresses and othei articles 

15. Foreign liquor as defined in clause 
(17) of section 2 of the Bomoay Pro¬ 
hibition Act, 1949 read with the pro¬ 
viso thereto. 

16. Fountain pens, stylograph pens and 
propelling pensils sold at a rate not 
less than Rs. 5 each, 

17. Furniture when sold at a rate not less 
than Rs. 100 per piece and not fall¬ 
ing under Serial Nos. 22 and 37 be¬ 
low. 

18. Furs and skins (other than those of 
cattle, sheep and goats, and articles 
of personal or domestic use made 
therefrom. 

19. Gold and silver filigree. 

20. Gramophones and records. 


1 


1. Textile fab¬ 
rics of any 
kind includ¬ 
ing, sarees, 
dhoties,sheets 
chaddar s, 
blankets and 
other similar 
articles [ex¬ 
cept (2) cloth 
woven onhand- 
looms, and(n) 
coarse me¬ 
dium cloth 
woven on 
mills or on 
powerlooms] 
sold at a rate 
not less than 
Rs. 3 per 
yard. 


1. All goods 
other than 
those spe¬ 
cified from 
time to 
time in 
Colms, 1 
to 10. 
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6 


7 


8 


9 


Si. (* ) Hosiery and knitted wear when 
sold at a rate not less than Rs. 3 per 
article. 

(*i) Ready-made garments of such 
sizes as may be specified by the State 
Government by notification in the 
Official Gazette when sold at a rate 
not less than Rs. 5 per piece. 

(Hi) Ready-made garments of other 
sizes when sold at a rate not less than 
Rs, 10 per piece. 

22. Iron and steel safes, almirahs and 
furniture. 

23. Ladies handbags and vanity bags 
sold at a rate not less than rupees 
five each, 

24. (?) Motor vehicles including motor 

cars, motor taxicabs, motor¬ 
cycles and cycle combinations, 
motor-scootars, motorettes, motor- 
omnibuses, motor-vans and motor- 
lorries. 

(») Chassis of motor vehicles. 

(in) Rubber and other tyres and 
tubes and batteries adapted for 
use as parts of motor vehicles. 

25. Musical instruments, 

26. Perfumes, depilatories and cosme¬ 
tics (except hair oils). 

27. Photographic and other cameras 
and enlargers, lenses, films and 
plates required for use therewith, 

28. Pile carpets. 

29. Refrigerators and air conditioning 
plants. 

30. Shoes and footwear sold at a rate 
not less than rupees fifteen per pair. 

31. Sound transmitting equipment in¬ 
cluding telephones and loud speak¬ 
ers, 

32. Stainless steel sheets and articles 
made of stainless steel other than 
such articles as arc used as parts of 
industrial machinery or plant. 

33. Suitcases, attache cases and des¬ 
patch cases sold at a rate not less 
than rupees twenty-five each. 

34. Table cutlery, including knives, 
forks and spoons. 

35. Tabulating, calculating, cash re¬ 
gistering, indexing, card punching, 
franking, and addressing machines 
and adrema machines. 

36. Typewriters and duplicating and 
roneo machines. 

37. Upholstered furniture. 

38. Wireless reception instruments and 
apparatus and radio gramophones; 
electrical valves accumulators, am¬ 
plifiers and loud speakers. 
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STATEMENT II 

Receipts from the General * Sales Tax in Bombay State and expenditure on 
the Sales Tax Establishment 

(Rupees in lakhs) 


Receipts from Expenditure 
Sales Tax on Sale Tax 
on commo- Establish- 
Year dities in ment 

general ex¬ 
cluding mo¬ 
tor spirit 


1946- 47.i,Oof 4 

1947- 48 ..... 4,66 10 

1948- 49 ..... 6,23 12 


♦Exdudes Sales Tax on motor spirit levied under as separate Motor Spirit 
^chicles, pp. 31-57* 

fRcceiptsfor the period October 1946 to 31st March 1947* 


(Rupees in Lakhs) 

Year 

Receipts from Expenditure 
Sales Tax on on Sales 
commodities Tax Bsta- 
in general biishment 

excluding 
motor spirit 

1949-50 . 

12,66 

18 

1950-51 . 

14,61 

21 

1951-52 . 

12,02 

24 

1952-53 . 

ILI 5 

28 

1 953-54 (Revised Estimates) 

15,50 

36 

1954-55 (Budget Estimates) 

15,65 

37 


tales Tax Act and discussed in Memo. IV under the caption Taxes on Motor 


STATEMENT III 
Sales tax Establishment 


Officers 

31st 

March 

1946 

31st 

March 

1947 

31st 

March 

1948 

31st 

March 

1949 

31st 

March 

195 ° 

31st 

March 

1951 

31st 

March 

1952 

31st 31st 

March December 
1953 1953 

(1) Collectors or Commissioners, Additional Collector or 
Commissioner and Assistant Collectors of Sales Tax. 

5 

5 

6 

6 

7 

7 

6 

9 

12 

(2) Sales Tax Officers ...... 

25 

25 

26 

32 

59 

59 

68 

9 i 

9 i 

Total 

30 

30 

32 

38 

66 

66 

74 

100 

103 

(3) Sales Tax Inspectors ...... 

100 

140 

158 

196 

339 

339 

39 ' 

536 

536 

(4) Clerical and other establishment .... 

186 

230 

265 

310 

461 

461 

5°3 

459 

544 

Total 

286 

37° 

423 

506 

800 

800 

894 

995 

1,080 

No. of Registered dealers ...... 

38,443 

40,784 

57 , 2 3 i 

73,890 

1,02,210 

1,12,617 

',' 8,579 

99,522 

92,149 


STATEMENT IV 
Arrears of assessment cases 


(in thousands) 



1946-47 

1947-48 

1948-49 

1 949 - 5 ° 

i 95 °- 5 i 

1951-52 1952-53 


No. of dealers who remained to be assessed on— 

(1) 31st March 1950 .... 


35 

6 7 

101 



217 

(2) 31st March 1951 .... 

3 

13 

42 

81 

99 


238 

(3) 31st March 1952 .... 

2 

10 

3 i 

8 5 

123 

98 

349 

(4) 31st December 1953 



,. 

6 

18 

35 45 

105 


STATEMENT V 
Arrears of tax found due on assessment 


As on 1st 

i 94 6 -47 I 947 - 4 8 1948-49 1949 - 5 ° IQS 0 -} 1 i 95 i- 5 a Fob - '954 


2,06,563 

2,295 


9,83,295 


'6,79,338 29,93,388 1,09,64,468 1,55,94,666 2,43,03,473 
4,09,718 12,47,137 57,23,420 1,06,79,805 1,96,91,365 


Total amount demanded 
Total amount outstanding 


>, 18,459 





STATEMENT VI 

Central Taxation of Essential Goods 


Item 

Import 

Duty 

Export Central 

Duty Excise 

Duties 

Cess levia- Total 
bie on export in¬ 

export or cidence 
otherwise 

Sales Tax 

(proposed) Remarks 

rate) 

« 

1 

2 

3 4 

5 

6 

7 

8 


Per cent. 

Per cent. Per cent. 

Per cent. 

Per cent. 

Per cent. 


I. Cereals and pulses in all forms 
including bread and flour inclu- 

Nil. 

♦1 Nil 

1/2 

i/i 

Nil 

*Acutal rate is As. 21/4 per md. 
Price taken as Rs. 14 per md. 

ding Atta, Maida, Suji and 

Bran. 

2. Dried Fruits 

25 */5 
to 37 4/5 


1/2 

1/2 

3 i/s 


3. Sugarcane . * 

37 1/2 

• * ■ • 


*« 

• • 


4. Gocoanuts .... 

37 «/» 

.. 

1/2 

1/2 

31/8 


5. Vegetables and edible tubers . 

37 1/2 

.. 

1/2 

1/2 

*3 >/8 

♦Fresh vegetables and edible tubers 
are exempted from sales tax. 

6. Butter .... 

25 


1/2 

l/2 

Do. 

7. Ghee . . 

31 1/2 


i/2 

1/2 



8. Meat (frozen) 

20 


*■ 

*• 



9. Fish 1 Except when the article 

3 * i /4 


1/2 

1/2 



> is sold in sealed con- 

to. Eggs j tainers. 

31 i /4 






II. Edible oils . 

Oilseeds .... 

43 3/4 

37 J/2 

*21 

39'5 
(Rs. 150 
per ton) 

1/2 

21 

40 

t 3 1/8 

19/16 

♦Price of edible oil Rs. 1,400 a ton, 

fEdible oils are exempted when 
manufactured in ghanis by 
human or animal agency and 
sold by the owners of the ghanis 
and other institutions recog¬ 
nised by the Collector of Sales 
Tax. 

12. Gur .... 

•• 






13. Salt , 


.. 





14. Cloth—Coarse cloth excluding 
handloom. 

io(used to be 

25) per cent. 


IQ 

t 3 i 

* Price per yard As. 14* 

Actual rate of excise duty is 6 
pies per yard. 

Medium .... 

tso to too 

J(used to be *, . 

25) per cent 

V 

’• 

Do. 

♦Price per yard As* 14 . 

tAccording to kind of cloth. 

*15, Raw cotton . * 


*59 

1*5 /€8 

59 5 / 68 

I 

♦Actual rate is As. 4 per bale oi 
400 lbs. 

tPrice of a bale of raw cotton Rs. 
340. Rate of duty Rs. 200 per 
bale of 400 lbs. 

16. Raw jute ... * 

311/4 


ti/10 

ft2 1/10 

3 1/8 

♦The actual rate of export duty 
for Jute (other than cuttings) 
is Rs. 15 per bale of 400 lb, 

fThe actual rate of cess is As. 2 
per bale of 400 lbs. 

17. Cotton-seed .... 

37 >/* 

*38 

1/2 

38 1/2 

I 

♦Actual rate is Rs. 150 per ton. 
Price of cotton-seed per ton 
taken is Rs. 400. 

18. Cotton Thread 

311/4 


Nil 

Nil 



19, Hides not otherwise specified ♦ 

31 «/4 

* 



1 9/16 


20. Skins not otherwise specified . 

3 * i /4 



-* 

1 9/16 


21. Hides and skins raw 


. . 

1/2 

1/2 

1 9/16 


22. Fertilisers and Manures 

• • 


1/2 

1/2 

• • 


23. Agricultural Machinery and 
implements including parts 
and spare parts. 





*3 1/8 

♦Agricultural implements worked 
or operated exclusively by hu¬ 
man or animal agency includ¬ 
ing spare parts are exempted. 

24. Cattle feeds. 

3 1/8 

•• 


•* 

«■ 


25. Coal (including coke and other 
derivatives). 

*2-5 

, . I ‘2 



1 9/16 

♦Actual rate of import duty is 
As. 12 J per ton. 

26. Kerosene .... 

12 1/2 

12 l/2 

12 1/2 

-■ 


♦Actual rate of import duty is 
As. 3 per Imp. gallon. 


♦Rate of Import is Rs. 15-9-0 per 
Imp. gallon. 
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i 


234 5 67 


8 


Per cent 

Per cent 

Per cent 

Per cent 

Per cent 

Per cent 


*27. Motor Spirit 

*36 

• • 

*34 




*Rate of excise duty As. 15 per 
Imp. gallon. 

Motor spirit Rs. 2-12-0 per gallon 

28. Iron and Steel 

31 1/4 

45 

1/2 


45 

*3 1/8 

*Iron and steel not otherwise 

specified. 

29, Books 






1 9/16 


30. Exercise Books 

39 3/8 







31, Slates .... 

39 3 /8 







32. Fresh fruits 

37 */a 



1/2 

1/2 



33, (a) Vegetable and Flower seeds, 

(a) 31 1/4 



1/2 

1/2 

3 1/8 


bulbs, and 

( b ) Plants excluding orchids . 

(b) Nil 







34. (a) Fresh milk, whole or separate 

3 « i /4 




• • 

•• 


(b) Milk products, chhana, khoa 31 1/4 





3 1/8 


but excluding sweetmeats. 

35. Cloth woven on handlooms 






*3 1/8 

♦Handloom cloth sold at a rate 
not exceeding Rs. 2 per yard 
and khaddar sold by dealers 
recognised by the Collector of 
Sales Tax is exempted from 
sales tax. 

(a) Cotton Yarn 








36. Jute seeds .... 

3 i i /4 



1/2 

1/2 

Do. 


37, Sun-hemp— 

(a) Manilla Hemp 

Nil 







(b) Hemp other 

23 7/16 


bbSbEm 

tfKr- 


Do. 


38. Mesta .... 

3 i 1/4 





Do. 


30 . Petroleum and Petroleum p * 

27 





Do. 


ducts. 

40, (a) Slate pencils . 

39 3/8 




** 

•• 


(b) Periodical journals . 

Nil 




* 4 

*19/16 

^Periodical journals published at 
intervals not exceeding one 
month are exempted from sales 
tax. 











Supplementary information furnished by the Govt, of Bombay 


Copy of letter from Shri V. L> Gidwani , I. C. SDeputy Secretary to the Government of Bombay , Finance Department 
to Shri Indarjit Singh } I. A. & A S, 9 Secretary to the Taxation Enquiry Commission 


In the course of the discussions with the represen¬ 
tatives of this Government on the 10th and 11th May 
1954, the Taxation Enquiry Commission wanted fur¬ 
ther information on some points. I am directed to 
send the required information as follows : — 


(1) The Commission wanted to know the size of 
development expenditure other than that included in 
the State and Central Five-year Plan schemes. The 
same is as follows : — 


Development Expenditure in the Flan Period 


(In lakhs of rupees) 


Total 

Expendi¬ 

Expendi¬ 

Ordinary 

develop¬ 

ture 

ture 

develop¬ 

ment 

on the 

on 

ment 

expendi¬ 

State 

Schemes 

expendi¬ 

ture 

Five-Year 

included 

ture 


Plan 

in the 

other 


schemes 

Central 

than that 



part 

included in 



of the 

columns 



Plan 

(3) and 




( 4 ) 


I 95 2 ~53 

1953-54 

1954*55 (Budget) 


(2) The Commission wanted a detailed note on Non- 
Agricultural assessment. This is being prepared and 
will be sent to you in due course. 

(3) The Commission wanted to know the action 
taken by the State Government on the Bhansali Re¬ 
port on Prohibition. Statement I gives the summary 
of recommendations contained in the Bhansali Report 
and the action taken by Government with reference 
to each recommendation. 

(4) The Commission wanted copies of the Schedules 
of Octroi Rules of Local authorities. These have been 
sent separately by Shri B. A. Bambawale, I.C.S., 
Secretary to the Government of Bombay in the Local 
Self Government and Public Health Department, vide 
his letter No. TXL 1053-G dated the 13th May 1954. 

(5) In Memorandum II at page 351, paragraph 42, it 
has been stated that “the electricity schemes after 
their completion by 1955-56 may give a net annual 
revenue of half a crore of rupees”. The Commission 
wanted to know whether this net revenue is exclusive. 


2 

3 

4 

5 

38,75 

23,05 

1,20 

I 4» I 5 

46,05 

28,27 

3>33 

14*45 

5 M 9 

31,53 

7 * 3 ° 

12,36 

55-68 

32,87 

10,50 

12,31 


of interest payments, I am to state that the amount 
has been estimated without providing for the payment 
of interest. 


(6) in Memorandum IV, at page 89, it has been 
stated that “the Drink Bill of the State was being foot¬ 
ed by 10 per cent of the population consisting of the 
drink addicts and their families’, the Commission 
wanted to know the basis and reliability of this esti¬ 
mate. By its very nature such an estimate can only 
be an ad hoc figure based on practical observations of 
persons associated with Excise and Prohibition Admi¬ 
nistration. That the estimate is not wide of the mark 
has, however, been found from the results of. the sur¬ 
veys in connection with the drink problem conducted 
in some areas by the Tata Institute of Social Sciences 
and the School of Economics of the Bombay University, 
An issue of the journal “Prohibition” has already been 
circulated to Members of the Commission in this con¬ 
nection as per instructions of Dr. Jivraj N. Mehta, the 
Finance Minister. 


STATEMENT I 

Note showing the action taken on the recommendations made by Shri M, D. Bhansali , in his Prohibition Inquiry Report in Bombay State 


Summary of Recommendation 


Action taken 


1 


2 



1. The Bombay Prohibition Act should he amended to provide for 
the legitimate use of toilet and medicinal preparations and to 
prevent their misuse. 

2. In order to safeguard public health, in addition to the amendment'', 

of the Bombay Prohibition Act legislation on the lines of the 
Drugs (Control) Act, 1950 of the Government of India should be 
enacted to regulate under licences the import, export, sale, pos¬ 
session of medicinal and alcoholic, commercial preparations and 
to prevent their misuse. 1 

3. Legislation on the lines suggested by the Director of Excise and 
Prohibition in his No. DS. 64-22/52, dated the 27th March 1952 
is necessary to prevent the abuse of proprietory preparations, 
tonic wines, etc., which are not medicinal in value and which can 
be abused for portable purposes. 


This recommendation was accepted by Government and the Bombay 
Prohibition Act was amended in 1952 in order to provide for the 
legitimate use of toilet and medicinal preparations. 


In addition to the amendment of the Bombay Prohibition Act, legis¬ 
lation on the lines suggested by the Director was undertaken in 
1952. The Bombay Drugs (Control) Act, 1952 which was accord¬ 
ingly enacted has since been amended so as to regulate the sale of 
notified drugs by grant oflicenccs. As regards the import of spiritu¬ 
ous preparations into the Bombay State, the Government of India 
has been requested to undertake legislation for regulating the 
import such of preparations. The question is at present under the 
consideration of the Government of India. 
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Summary of Recommendation 


Action taken 


4. To prevent the abuse of other spirituous preparations which 
contain noxious articles and produce deleterious effects injurious 
to health it may be desirable to have a Noxious Articles (Control) 
Act on the lines of the Drugs (Control) Act as proposed* It would 
be better however in the first instance to watch the effect of the 
Drugs (Control) Act and the amendment of the Prohibition Act 
before legislation to control noxious articles is undertaken. 

5. The Sucrose contents required to declare gul as rotten should 
be increased beyond 50 per cent,, so that rotten gul which is unfit 
for human consumption will be made available only under control. 


6. To check abuse from mhowra flowers, the work of collection and 
export of mhowra flowers should be entrusted to Co-operative 
Societies. The State should help in the organisation of a Co¬ 
operative Wholesale Purchase and Sale Society which would 
purchase the stock from feeder Societies and arrange for its export 
outside the State. 

7. Licence for the manufacture of palm gul to individuals should 
be discontinued. If Co-operative Societies could undertake such 
manufacture, it may be permitted under strict supervision. 


8. Neera Centres which are run, departmentally may be retained 
except in the Gujarat areas and Thana District. 

9. The Policy of replacing today palm trees where possible by food 
crops should be encouraged. 


10. To prevent the illicit tapping of toddy palm trees the powers of 
confiscation under Section 100 of the Bombay Prohibition Act, 
1949, should be made applicable to the trees which are illicitly 
tapped, 

11. More concentrated effort should be made to check organised 
smuggling of liquor, and action should be taken against the ring¬ 
leaders who provide the organisation, 

12. The Kotwal and Surpanch should also be responsible for giving" 
information of offences against the Prohibition Act occurring in 
the limits of their village. 


13 Local Authorities such as Municipal Inspectors and other res¬ 
ponsible to check nakas for octroi purposes should be made res¬ 
ponsible to give information to the Police if smuggling is noticed 
by them. 

14, The Policy of imposing punitive police in areas which are noto¬ 
rious for illicit distillation and illicit smuggling should be adopted, 

15, Collective fines should be levied if there is evidence of connivance 
or complicity on the part of the inhabitants in any locality. 


In order to prevent the abuse of noxious articles like French Polish, 
Varnish etc., the Director had proposed that a new legislation 
viz,, the Noxious Articles (Control) Act should be undertaken. 
This question was recently considered and it was decided to embody 
a provision in the Prohibition Act itself with regard to the misuse of 
such articles. Accordingly a provision has been made to this effect 
in the Bombay Prohibition (Amendment) Act, 1954. 

The definition of “rotten gur” as given in the Government Notifi¬ 
cation, Revenue Department, No. 3469/49, dated 3rd May 1950 
has since been suitably amended to give effect to this recommenda¬ 
tions. 

It was not considered legally feasible to grant monopoly rights to 
Co-operative Societies for collection and sale of mhowra flowers. 
It was also reported that few Co-operative Societies were interested 
in such monopoly and that those which were willing to undertake 
the work required Government assistance in the form of loan, 
subsidies etc., Government, therefore, decided to drop the proposal. 

The Neera scheme is now entrusted to the Village Industries Com¬ 
mittee and Neera Licences including licences for the manufacture 
of Palm Gur are granted only to Co-operative Societies and Insti¬ 
tutions of Social Workers recommended by the Village Industries 
Committee. 

The village Industries Committee is now working the Neera scheme 
and is conducting the Neera Centres. 

The Director has proposed that the management of the lands on which 
the palm trees are standing may be taken over by Government if 
considered feasible. This was examined in consultation with the 
Legal Department and it was decided that the suggestion is not 
legally feasible. 

The Bombay Prohibition Act already contains the necessary pro¬ 
vision to confiscate palm trees which are illicitly tapped. 


The Police Department is making every effort to check smuggling 
of liquor and other prohibition otffences. 


The Local Self Government and Public Health Department has 
issued necessary instructions to the Directors of Local Authorities 
and the Municipal Commissioners in order to give effect to these 
recommendations. Section 134 of the Bombay Prohibition Act was 
also amended in 1952 for this purpose. 


Section 141 of the Bombay Prohibition Act already provides for em¬ 
ployment of additional police. 

This was considered and it was decided that imposition of collective 
fines in the manner proposed will be contrary to the constitution. 
Such tax will not be a fine imposed by Court of Conviction; it will 
be merely in the nature of a tax which would not be permissible 
under the Constitution. 


j6. Punishment of imprisonment as well as fine should be levied and 
fines should be made recoverable instead of additional imprison¬ 
ment in lieu of fine, 


17. Provision for the externment and detention of Prohibition 
racketeers should be made by amendment of the Indian Penal 
Code, if necessary, 


18. In the case of foreigner’s permits the,limit of 4 units may be re¬ 
tained. 


The relevant sections of the Bombay Prohibition Act prescribe punish¬ 
ment for various prohibition offences, both of imprisonment and 
fine. The provision for additional term of imprisonment in lieu of 
fine is made so as to provide for cases in which the accused are not 
in a position to pay the fine imposed. It was not, therefore, consi¬ 
dered possible to do away with this provision altogether as proposed 
by the Officer on Special Duty, 

Since provision for externment of persons who terrorise others already 
exists in the Bombay Police Act, no further action was considered 
necessary. A person can also be dealt with under the Bombay 
Preventive Detention Act on the. ground that his activities are 
perjudical to the maintenance of public order. 

The limit of 4 units has been retained in the case of foreigners. 


19. In the case of health permits the limit should be reduced to 2 units 
and the right tp treat cancelled, 


20, Health permits should also be done away with after giving one 
year’s notice to the present permit holders. 

v 


The quota available under health permits has been reduced to 2 
per month with effect from March 1953, According to Section 43 
of the Act, the holders of health permits are not permitted to treat. 


According to the provisions of Article 47 of the Constitution, it would 
not be possible to do away with health permits altogether as such 
permits are intended for the preservation or maintenance of the 
person’s health. 


31—1 T. E. Com.(N. D.) 55 . 


2K To ensure quick disposal of cases provision should be made for 
mobile courts and, provided sufficient work is available, special 
Magistrates to try Prohibition cases may be appointed. If neces¬ 
sary, the Magistrate can hold his court in one or more talukas. 

22. In important cases statements of the panchas should be taken be¬ 
fore a Magistrate under Section 164 of the Criminal Prodedure 
Code. 


23. Where Panchas are not required under the Act, their presence 
should be dispensed with. 


In places like Surat, Thana, Sholapur, etc., where a large number of 
Prohibition cases were accumulated and delayed, special Magis¬ 
trates were appointed for ensuring speedy disposal of such cases. 

The recommendation is unexceptionable in princip e and has been 
accepted by the High Court. In practice, however, it would be diffi¬ 
cult to implement because of the impossibility of distinguishing 
between important and un-important cases; of arranging important 
cases to link panchas with magistrates and finally of the deterrent 
effect of the proposed procedure may have on the availability of 
panchas in investigation of prohibition offences. 

This recommendation was considered and it was decided that since 
the evidence of the Police Officers is not believed by Magistrates 
unless it is corroborated by independent evidence, it would not be 
safe to dispense with the presence of panchas for the present 
except in special cases. 


24. The words “as may be specified in a notification in the Official Section 117 of the Prohibirion Act has been suitably amended by the 

Gazette by the Provincial Government” occurring in the proviso Amending Act of 1952 to give effect to this recommendation, 

to Section 117 of the Bombay Prohibition Act should be defied, 

and Panchas should be permitted to be taken from outside. 

25. To set a good example and serve as a deterrent to corrupt officers, This was accepted. Copies of Report have been sent to the Heads of 
Officers at the top should attempt to prevent leakage of informa* Departments concerned, 

tion, remove the impression that officers entrusted with enforce¬ 
ment are themselves breaking the law by drinking liquor or con¬ 
niving at unlawful activities, obtain intelligence about them and 
work out cases, 

26. The Home Guards on City areas and the Village Defence Units The question is under consideration, 
in rural areas should be utilised to a much greater extent for 

Prohibition work in order to relieve pressure on the Police Force. 

The Inspector-General of Police, the Director of Excise and 

Prohibition, and the Commandant General, Home Guards, should \ 

meet in Committee and work out proposal with this object. 

27. The Inspector-General of Police, the Director of Excise and This was accepted, 

Prohibition and the Commandant General Home Guards, should 

hold periodical meetings, at least once a quarter or more often 
if required by any of them, to review the working of Prohibition 
in coastal tracts and areas which are notorious as bad areas. 

28. The names of informants should not be divulged nor sholud in- It was decided that it would not be practicable to exclude infomants 
formants be made panchas. When information leaks out, attempt from being panchas. 

should be made to ascertain how the leakage occurred, 

29. If information is reduced to writing, care should be taken to en- This was accepted, 
sure that its secrecy is maintained. 

30. If any member of the Home Guards or the Village Defence Units This was accepted, 
abuses his position or privileges, his service should be dispensed 

with. 

31. The muddamal, including wash, which is seized should be tested This was accepted, 
for proof strength ofliquor at the earliest opportunity, and should 

invariably be kept properly sealed, and surprise checks made by 
the higher officers to ensure that seals are not broken. 

32. History sheets should be maintained of persons believed to be This was accepted, 
racketeers, and chapter cases made if evidence is forthcoming, 

33. Areas which are notorious for illicit distillation and smuggling 
such as the coastal tracts and particularly the districts of Surat, 

Thana, Kolaba, Ratnagiri and Kanara and certain talukas 
contain notorious places in other districts should be treated as 
special prohibition Areas. 

34. A special selected task force should be appointed for the special 

Prohibition areas with a Deputy Superintendent of Police or For better implementation of the Prohibition Policy Government has 

Inspector engaged only on Prohibition duty at its head in each created a Central Intelligent Force as envisaged by the Officer 

selected area, which should concentrate on breaking up illicit on Special Duty. 

distillation and smuggling. The rank and file of the Police 

Department should not be abso ved of their duty to detect 

Prohibition crime. 

35. A Central Intelligence Force whose duty will be to check con¬ 
nivance, detect inter-district rackets, co-ordinate detection work 
and assist the local task force should be kept with headquar. 
ters at Poona or Bombay with an Officer of the rank of District 
Superintendent of police at its heads. 

36. The Bombay Prohibition Act should be amended to provide In view of the ruling of the High Court in Rangora vs. State it wag 

that where consumption is proved and the accused is found not considered necessary to make any specific provision on the 

within the Bombay State, it should be for the accused to show lines proposed. 

that consumption was outside the Bombay state. 

37. It is desirable that the'punishment under Section 66 ( b ) of the As recommended by the Officer on special Duty it was proposed to 

Bombay Prohibition Act for consumption and under Section amend Section 85 with regard to the penalty clause but however 

85 for being found drunk should be the same. during the course of discussion on the Bill in the legislative As¬ 

sembly it was decided to add a separate clause in respect of persons 
who are found drunk without permits. Section 85 was amended 
accordingly. 
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38 * The District Magistrate should hold periodical conferences with This was accepted, but with the separation of the judiciary from the 
his Magistrates and impress on them the necessity (a) for speedy executive it may not be possible to give effect to this 

disposal of cases by not granting frequent adjournments and by recommendation, 
taking up the cases from day to day, (b) for proper scrutiny before 
bail is granted in cases where there is reason to suspect that inti¬ 
midation, is likely to be resorted to or illicit practices will continue, 
and (c) for not keeping the panchas and witnesses waiting of com¬ 
pleting their evidence on the days they are called. 


30 . Provision should be made to ensure that adjournments are not No special provision was considered necessary as the necessary already 
granted except for certain valid reasons. exists in the Criminal Procedure Code and the High Court Circulars. 



MADHYA PRADESH 


Memoranda presented by the Finance Deptt. Government of Madhya Pradesh 

to the Taxation Enquiry Commission 

memorandun I 

General Note on State Taxation 


Section I—Factual Background 

1. A statement showing receipts and expenditure 
from the year 1929-30 to the year 1953-54 is append¬ 
ed. The revenue receipts under principal heads of 
revenue have been shown by major heads in the state¬ 
ment. Grants-in-aid from the Central Government 
have also been shown in detail, 

* 

2 . The budget for the year 1929;30 may be said to 
have marked an epoch in the history of provincial 
finance in that it was based for the first time on the 
complete and final extinction of the provincial con¬ 
tribution made to the Central Government under the 
Meston Award and also on the re-organisation of the 
Famine Relief Fund. A surplus of about Rs. 96 lakhs 
in excess of the reduced minimum balance of Rs. 45 
lakhs in the Famine Relief Fund was utilised in repay¬ 
ing a portion of the Irrigation debt to the Govern¬ 
ment of India. It was estimated that a real and per¬ 
manent increase in the spending capacity of the Gov¬ 
ernment of the Central Provinces and Berar was pro¬ 
vided by the remission of the contribution to the 
Central Government of Rs. 22 lakhs, by a decrease in 
the annual contributions to the Famine Relief Fund 
from Rs. 47 lakhs to Rs. 4 lakhs and by the saving in 
interest charges by repayment of debt from the sur¬ 
plus balance in the Famine Relief Fund. After allow¬ 
ing for the transfer of the liability from the Famine 
Relief Fund to the current revenues of the expenditure 
on protective irrigation the increased spending power 
was estimated at Rs. 564 lakhs per annum. 

3. The history of the succeeding years, until the out¬ 
break of the war, however, proved to be one of 
progressive deterioration in spite of close and conser¬ 
vative budgeting. As against a budget surplus of Rs. 29 f 
Rs. 2 and Rs, 25 lakhs respectively, the years 1929-30, 
1930-31 and 1931-32 closed with revenue deficits of 
Rs. 14, Rs, 44 and Rs. 58 lakhs. The collapse in the 
revenue account was the reflection of the depression 
caused by the world-wide fall in the price of commo¬ 
dities, It was apparent that the depression had come 
to stay. The very circumstances which had made it 
necessary to strengthen Government resources pre¬ 
vented it from doing so by increasing taxation, since 
it was evident that the paying capacity of the tax¬ 
payer who had had no time to adjust his budget to 
the new conditions, was at its lowest ebb. Some 
minor sources of additional income as could be found 
were tapped but the main efforts were directed to¬ 
wards retrenchment and re-organization. The follow¬ 
ing taxation and other measures were taken to aug- 


(6) Enhancement of fees for motor driving licences, 
of fees in Educational Institutions, and imposi¬ 
tion of fees on applications for Government 
posts . .Rs. 75,000 

4, The principal measures of retrenchment were, 
fixation of new scales of pay for the subordinate and 
Provincial Services, re-organisation of the Public 
Works and the Forest Departments, reduction in 
travelling and other allowances and in contingent 
expenditure, abolition of certain revenue and civil dis¬ 
tricts and the rationing of all departments. The saving 
estimated was Rs. 35 lakhs and the retrenchment 
measures were not all necessarily permanent as for 
example the cut in grants to local bodies for educa¬ 
tion and other purposes had later to be restored. A 
temporary cut in pay of Government servants was 
imposed for three years and four months. Some idea 
of the total reduction of expenditure effected may be 
found by comparing the expenditure figures for 1927- 
28 the last normal year and 1934-35, The net expendi¬ 
ture on revenue account in the former year was Rs. 537 
lakhs and that in 1934-35 Rs. 450 lakhs a total reduc¬ 
tion of Rs. 87 lakhs. Even this is an underestimate of 
the retrenchment as there was inevitable increase in 
debt service and pension charges by Rs. 30 lakhs. The 
extent to which development was retarded progres¬ 
sively to a stage of almost stagnation will be clear 
from the fact that for the five years 1931-32 to 1935- 
36 put together new expenditure totalled Rs. 3,41,000 
recurring and Rs. 9,20,000 non-recurring. 

5 . There was a financial settlement between the Cen¬ 
tre and the Provinces on the introduction of Provincial 
Autonomy from 1-4-1937. It consisted of remission of 
debt cancellation of debt against decentralised 
balances and accommodation by debt consolidation—the 
outstanding debt due to the Government of India being 
made repayable in 45 years instead of in varying 
terms—nearly all much shorter. The benefits that 
accrued to the finances of the Province were as fol¬ 
lows : — 

(i) Savings of interest on the cancelled Pre-reform Rs. in Lacs' 
Irrigation debt , . . . , . 14 'Sto 

(a) Write off of over-draft loans-savings in Principal 

and interest 6 *97 

(3) Liability on account of interest on Provident 

Fund balances ...... —5 ‘88 

(4) Net benefit 15 29 


ment revenue : — 

(t) Amendment to the Court Fees Act with effect 

from 1st July 1935 . . .. . . Rs. 4 lakhs. 


(5) Budgetary relief bv spreading the repayment of 
the balance of debt to the Government of India 
over 45 years ...... 3 ‘5° 


(2) Enhancement of process fees, fees on affidavits 

and mutation fees ..... Rs* 1 lakh. 

(3) Motor Vehicles Taxation Act : 

Prior to 1932 Government levied fees in respect 
of and incidental to the registration of Motor 
Vehicles by means of Rules made under 
Motor Vehicles Act and the annual income 
was Rs, li lakhs. The rates were raised in 
1931 and the Central Provinces Motor 
Vehicles Taxation Act, 1932 was enacted in 
order to place the revenue on an undisputably 
legal footing. As a result of the enactment 
and also due to increase in the number of 
vehicles, revenue rose from Rs. ij to Rs. 4 

lakhs . .... Rs, 24 lakhs. 

(4) The Central Proivnces Games Act, 1935— 

The primary object of the measure is preser¬ 
vation of games and the receipts are mostly 
offset by expenditure on administration . Rs. 1 lakh. 


With the decentralisation of balances the Province 
became responsible for maintaining cash in treasuries 
and a minimum balance with the Reserve Bank and 
to arrange for short term ways and means by issuing 
treasury bills. 

6 . The pre-war budgets for the years 1937-38, 1938- 
39, and 1939-40 were prepared by the Ministry wholly 
responsible to the Legislature. The Ministry intro¬ 
duced an important change in the policy affecting the 
revenues viz. Prohibition of the consumption of in¬ 
toxicating liquor and drugs over a large part of the 
Province. This was coupled with a programme of in¬ 
creasing expenditure in the development departments. 
In the first two years the deficit on revenue account 
totalled Rs, 55‘90 lakhs, but in the third year there was 
a revenue surplus of Rs. 32-90 lakhs. Not debt incurred 
during the three years amounted to Rs. 110 lakhs. 

7. The following measures were adopted to bridge 
the gap between revenues and expenditure and to 
provide for development expenditure : — 


(5) Tolls on bridges— 

Some bridges were constructed out ot loan hinds 
and in order partly to meet the service of the 
debt tolls were levied on the users of these 
bridges. 5 0 >ooo 


(1) Enhancement of Takoli on Zamindar, 

(2) Enhancement of registration fees, 

(3) Imposition of a tax on trade, profession callings 
and employment. 
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(4) Imposition of a tax on the sale of motor spirit 
and lubricants. 

(5) Enhancement of non-judicial stamp duties. 

(6) Imposition of sales tax on tobacco. 

In the budget for 1938-39 there was a departure made 
from the general budgetary principle of not earmark¬ 
ing any particular revenue for a special item of ex¬ 
penditure and a sum of Rs. 6-71 lakhs of excise reve¬ 
nue, realised due to delay in the implementation of 
the prohibition programme was transferred to a non- 
lapsable fund for the development of rural areas. 

8 . Capital expenditure in the pre-war period com¬ 
prised mainly of the following items financed from 
loans taken from the Government of India : — 

(1) A programme of road construction in the 
Forest Department and the construction of 
Raipur Forest Tramway. (They later dis¬ 
mantled and disposed of during the war.) 


(2) Construction of Irrigation Works, 

(3) A programme of bridge construction and the 
construction of the Nagpur High Court build¬ 
ing. 

(4) Payment of commuted value of pensions. 

(5) Loans to local bodies and advances to cultiva¬ 
tors. 

The borrowing for the last mentioned item was limited 
to disbursements in excess of recoveries of loans. A 
market loan of Rs. 50 lakhs was raised during 1937 in 
order to repay to the Central Government the short 
term loan advanced by them during 1936-37 and also 
to meet capital expenditure. Another loan of Rs. 75 
lakhs was raised in 1939. 

9. The budgets during the war years were prepared 
under the Governor's administration under Section '93 
of the Government of India Act, 1935 and were based 
on the level of taxation that existed immediately be¬ 
fore the suspension of the normal Constitution, The 
following taxation measures due to expire in 1940 were 
extended from year to year by means of an annual 
Finance Bill, 

(1) The Central Provinces Money Lenders (Am¬ 
endment) Act, 1936. 

(2) The Central Provinces and Berar Indian Stamp 
(Amendment) Act, 1939. 

(3) The Central Provinces and Berar Motor Vehi¬ 
cles Fees (Amendment) Act, 1939. 

(4) The Central Provinces and Berar Tobacco Act, 
1939. 

(5) The Central Provinces and Berar Sales of 
Motor Spirit Taxation (Amendment) Act, 
1939. 

In the preparation of the first budget under the Sec¬ 
tion 93 Administration i.e. for the year 1940-41, a 
device was adopted for preventing a surplus budget 
turning out into a deficit one in actuals. The main 
reason for the chronic deficit (ten out of past 11 years 
ended with a revenue deficit) was traced to the failure 
to collect the estimated land revenue due to various 
reasons while in the budget the collection of arrears 
were treated as ordinary revenue receipts of the year 
with the result that the collection of arrears, instead 
of going to meet the previous deficit, were used to in¬ 
cur fresh expenditure, some of which were of a re¬ 
curring nature. In order to avoid this, the budget 
during the war years took into account, for purposes 
of expenditure, only what may be called the Standard 
Land Revenue (based on the average collection of the 
past 5 years) and whatever was estimated for collec¬ 
tion over the standard figure was charged in the bud¬ 
get and carried to the deposit account as appropriation 
for reduction or avoidance of debt. The total sum so 
set aside amounted to Rs. 93 lakhs up to 1946-47 and 
the practice has since been discontinued. 

10. The Section 93 administration was responsible 
for the budgets for 1940-41 to 1945-46 and during this 
period a total of Rs. 85 lakhs was realised as revenue 
surplus, addition to debt was Rs, 113 lakhs and the 
cash balance rose from Rs. 81 lakhs to 846 lakhs. 
This included the balance of the post-war reconstruc¬ 
tion and development fund amounting to Rs. 658 lakhs. 
Conditions brought about by the war were responsible 
for the improvement in the finances of the Province. 

11 . No new taxes were imposed during Section 93 
Administration, but certain anti-inflationary measures 
were adopted. There was a surcharge of 33-1/3% over 
Court Fees and Stamp Duties, enhanced minimum fees 


in appeals and revisions, increase in the rates of enter¬ 
tainment duties and enhancement of 33-1/3% in regis¬ 
tration fees expected to yield in all Rs. 20 lakhs in a 
year. 

12 . During the war the Administration was content 
to conserve the resources and had constituted a Post- 
War Development Fund out of the surplus revenue 
realised during the war. The sudden end of the war, 
the commencement of demobilisation and the contrac¬ 
tion of f Central War expenditure with the consequent 
danger of deflation and of unemployment made it 
necessary to begin the implementation of a programme 
of Post-War Development a year earlier, though it 
was planned to commence from 1947-48. The Govern¬ 
ment of India agreed to pay grants to Provinces dur¬ 
ing 1945-46 and 1946-47 for the execution of schemes 
selected from the Development Plan and approved 
generally by them equal to the whole of the expendi¬ 
ture on unproductive schemes. 

13. The first post-war budget for the year 1946-47 
opened with a cash balance of Es. 846 lakhs and the 
assets in the shape of loans and advances made by 
the Provincial Government to the agriculturists and 
local bodies stood at Rs. 130 lakhs against which liabi¬ 
lity in the shape of outstanding debt including interest 
bearing provident fund deposits stood at Rs. 683 lakhs. 
According to the budget estimate for 1953-54, the cor¬ 
responding figures are Rs. 15,12 lakhs, Rs. 16,87 lakhs 
and Rs. 26,74 lakhs. 

14. Considerable changes have taken place in the 
budgetary position of the State Government since the 
termination of the 1 war. The outstanding change is the 
attainment of independence for the country and the 
formation of the State of Madhya Pradesh with the 
Central Provinces and Berar and the former Chhattis- 
garh and Makrai States with effect from 1-1-1948. The 
area of the State before the amalgamation of the 
States was 1 lakh square miles. The amalgamation of 
the States increased the area by 31,000 square miles. 
According to the accounts for the year 1947-48, the 
revenues of the former States stood at Rs. 14 crores, 
there was a cash balance of Rs. 120 lakhs and invested 
balance of Rs. 2 crores. 

15. Since 1947-48, the State Government have en¬ 
hanced several of existing taxes and imposed a num¬ 
ber of new ones with the object of raising revenue for 
post-war development and to make good the loss 
resulting from prohibition. These taxes and the yield 
estimated from them at the time of imposition or en¬ 
hancement were : — 


Estimated 

yield 

(Rupees in 
lakhs) 


1947- 48 : 

Land Revenue— 

Increase in Government's share of malguzari assets 57 *50 
to 75 per cent, and enhancement of takoli paid 
by Zamindars, 

Motor Vehicles Tax— 

Enhancement ...... 4 *50 

Other taxes and duties— 

Enhancement of entertainment duty ... 8 *00 

Enhancement of Sales Tax on motor spirit and lu¬ 
bricants . ...... 3 *50 

Imposition of General Sales Tax . . . 150*00 

1948- 49 : 

Land Revenue— 

Revocation of land Revenue Exemption Act . to *00 

1949*50.: 

Stamps— 

Enhancement of fees for registration of money- o -78 

lenders. 

Motor Vehicles Tax— 

Further enhancement . , . . 0*94 

Electricity— 

Duty on consumption for fans and lights . . 5 *23 


Total . 240 *45 or 

241 lakhs. 


16. The State Government have ©f late exhausted 
all the sources of revenue allotted to the State by the 
Constitution and cannot hope for increase in yield by 
manipulating the rates. In fact indications are already 
apparent that in the case of motor vehicles taxation, 
entertainment duty and sales tax on motor spirit, the 



law of diminishing returns are beginning to affect the 
revenues. The yield from judicial stamps and registra¬ 
tion fees has reached the limit and the recent aboli¬ 
tion of the malguzari system may adversely affect the 
receipts from these. 

Development Programme 

17. The first Five Year Plan for the State was pre¬ 
pared in 1946-47. The total cost of the plan was 
Rs, 66.52 crores. There were 244 schemes in the plan 
under various heads viz. Agriculture, Veterinary, For¬ 
est, Co-operation, Industries, Medical, Public Health, 
Roads, Irrigation and Power, The plan was revised in 
1951 after the appointment of the Planning Commis¬ 
sion. The revised plan was for Rs, 56*99 crores, and 
most of the schemes included in it were already in 
operation from the first plan period ending the 31st 
March 1951. The plan was reviewed by the Planning 
Commission and in the light of discussions held and 
with reference to the financial resources available the 
Plan was reduced to Rs. 43 • 08 crores for the period 
1951-52 to 1955-56. 

18. The size and pattern of expenditure in the Five 
Year Plan would be seen from the attached statement. 
The original total of Rs. 43-08 crores has now been 
increased to Rs. 49*52 crores. The Government of 
India ruled that recovery of taccavi loans made for 
the G. M. F. schemes under the head “Agriculture" 
would not be available for relending and therefore the 
expenditure under the head “Agriculture" has in¬ 
creased from Rs. 10-05 to 14-13 crores. Originally the 
provision for the National News Print and Paper Mills 
Ltd. was Rs. 2 crores, but now it has been increased 
by another Rs. 2 crores due to increase in the capital 
cost of the project. Expenditure for welfare of back¬ 
ward classes originally estimated at Rs. 1 * 34 crores has 
also been increased by Rs. 36 lakhs. Thus the total 
size of the plan has risen from 43-08 crores to 49*52 
crores, 

19. The statement of development plan and expen¬ 
diture shows the increase since 1950-51 in develop¬ 
ment expenditure included in the Five Year Plan, de¬ 
velopment expenditure out-side the Plan and non¬ 
development expenditure. A separate note on assess¬ 
ment of the implementation of the various schemes in 
the plan is enclosed. 

20. When the amount of the Plan was fixed at 
Rs. 43-08 crores in 1951, the resources of the State 
available for executing the plan were estimated at 
Rs. 27 crores and the Government of India were 
expected to assist to the extent of Rs. 12 crores. The 
total of Rs. 39 crores was arrived at as follows : — 


(Rupees in crores) 


(1) Total receipts on revenue account inclusive of Sta- 8a *7 

tutory grants-in-aid from the Centre, but exclud¬ 
ing all other Central assistance and withdrawal 

from reserves. 

(2) Total non-development expenditure . , . 70-7 

(3) Balance available for development expenditure . 12 -o 

(4) Other sources— 

(a) Loans from the open market ... 5 *0 

(< b ) Deposits and other receipts on Government 0*6 

account. 

(c) Liquidation of reserves .... 3 *oo 

8-6 

(d) Additional revenue from taxation . . 6 *4 

(i) Resettlement of land revenue in the last 2 *o 

3 years of the period Plan. 

(ii) Estate Duties . . . . . o -8 

(Hi) Increased yield from sales tax . 2-0 

(ir) Increase in revenue from forest . 1 -o 

(1 v ) Miscellaneous ..... o -6 


6 -4 
15-0 


(5) Resources available for development expenditure 27 *0 

with special assistance from the Centre (3+4). 

(6) Assistance from the Central Government . . 12 0 

(7) Total (5+6) .39*0 


It was hoped that it would be possible to raise an 
additional revenue of Rs. 2 crores by undertaking 
resettlement of land revenue which will be done by a 
summary procedure to be completed in time to enable 
the estimated additional revenue of Rs. 2 crores to be 
realised in the last three years of the Plan period. It 
was also hoped to raise an additional Rs. 2 crores 
by tightening up the administration of the Act. The 
gap of Rs. 4 crores between the resources and the 
Plan, it was suggested should be met by an enhanced 
grant from the Centre failing which it was decided 
that the schemes to that extent should be taken in 
the later, stages of the Five Year period, only if the 
periodical review of the budgetary position indicated 
that money could be found. 


21. The following table shows the expenditure in¬ 
curred under the 49*52 crores Development Plan and 
the balance of expenditure to be incurred on that 
Plan as well as the assistance received from the Gov¬ 
ernment of India : — 


(Rupees in Crores) 


I 95 I- 5 2 i 95 2 -53 1 953-54 1954-56 Total 


Expenditure on the 7 -33 6 *52 

Plan. 

Grant and loan re- 1 -96 2 -69 

ceived from the 

Government of 

India. 

10 -92 

2 *32 

24*75 49*52 

5-03 12 -oo 

22 , The resource position is assessed 
as follows:— 

(Rupees 

in 

crores) 


Opening balance for 1954-55-Cash and 
Securities. 

Normal (anticipated) surplus in the 
budget for 1954-56. 

Receipts from provident fund and 
other deposits. 

*15-12 

8 *oo 

0 *50 

*In addition we 
have 1 ’65 crores 
on account of 
Sinking Fund 
investment ac¬ 
count of the 

Public Loans 
Famine Relief 
Fund, 

Loans including Rs, 1 *1 crores raised 
in the current year. 

3 'to 


Balance of Gentral assistance due out 
of Rs. 12 crores for 1954-56. 

5*°3 


Total resources 

3 * *75 


Deduct balance of expenditure on the 
49 -52 crore Plan (in 1951-52, 
*952-53> and 1953-54). 

24*75 


Balance of Resources available 

7 *00 


23 . The following are the 
above balance : — 

liabilities against the 


(Rupees 

in 

crores) 


Compensation to be paid to malgu- 
zars. 

3 *oo 


Gash balance to be retained for ways 
and means. 

2 -oo 


To pay off loan maturing in 1955 

*0 -50 

♦This can be paid 
out of the Sink¬ 
ing Funds. 

Loss due to non-levy of the Kotwari 
cess taken credit of in the budget 
(for 3 years 53-54, 54.56). 

1 25 


For emergency expenditure 

2 -oo 


Total . 

a *75 



The liabilities as at present estimated exceed the 
available resources. 


24, A further expenditure of Rs. 1&.5 crores has 
been undertaken outside the Plan as detailed below 



for which Rs, 3 crores will 
State resources : — 

have 

to be found 

from 



(Rupees in crores,) 


State 

share 

Central 

assistance 

Total 

(1) Minor Irrigation 

( 2 ) Community Projects and 
National Extension Service. 

2 '5 

4 -o 

(Loan) 

7‘5 
(Loan & 
grant) 

4 ‘0 

10 -o 

(3) Malaria control 

0-5 

1 -0 

(grant) 

t '5 

Total 

3 0 

12 -5 

I5’5 


25. The probable increase in revenue on account of 
Estate Duty, surcharge on land revenue, betterment 
levy, enhancement of land revenue, increased motor 
vehicles tax, passenger tax etc. has not been taken 
into consideration in the above assessment of resources 
as no proper estimate can as yet be made and as it 
is not known which of these measures will be brought 
into effect. 

26. Within the period of the plan our loan position 
would be as follows : — 


Net debt at the end of 1953-54 - * - ■ 9 '87 

Public loans to be floated . * - • 3’ 10 

Further loans from the Government of India out pf 
1 2 crores loans (some of these will be grants) in 
1954-56. , 5-02 

Loans for the expanded plan (some of these will be 12 *50 

grants). --*” 

3o *49 

Deduct loans to be advanced by the State Government 10 *00 
to Nepa Mills, Electricity Board, Agriculturists etc. 
during the two years 1 954-55 • 


20 '49 


Or say 20'00 

Composition of the Revenues of the State 

27. The nature of the principal sources of revenue 
of the State will be evident from the details shown 
in the statement appended to this memorandum. Or- 
dinary revenue of the State, excluding grants for spe¬ 
cific purposes from the Government of India and 
transfer from the Reserve Funds, is according to the 
budget for 1953-54 Rs. 26-62 crores. To this the princi¬ 
pal heads of revenue contribute Rs. 19-77 crores or 87 
per cent. The most important source of State income 
continues to be land revenue. It suffers from two de¬ 
fects—( 1 ) that it is notoriously liable to fluctuate accord¬ 
ing to the character of the monsoon and is, therefore, 
the head most frequently responsible for upseting the 
budgetary equilibrium and ( 2 ) that its capacity for 
expansion becomes progressively more limited. The 
abolition of the malguzari system which is the most 
important change brought about in the land revenue 
system of the State has added to the revenue receipts 
of Rs. 92 lakhs, but it has on the other hand added to 
expenditure a large sum viz. Rs. 117 lakhs on account 
of collection and administration charges. In the past, 
revenue from State excise occupied a place second 
only to land revenue, but on account of the policy of 
prohibition it has yielded pride of place to forest and 
taxes on income and it is now a discredited source of 
revenue in view of the directive principles contained 
in Article 47 of the Constitution and the sentiments 
associated with this. The revenue from forest now 
occupies a place nex to land revenue due to prevailing 
high prices of timber and other forest produce. The 
revenue under this head depends largely on market 
conditions, but it requires considerable expenditure 
to realise the revenue, particularly in the case of the 
recent accretion of the malguzari forests which stand 
in need of rehabilitation from the effects of unscienti¬ 
fic over exploitation to which they have been subject¬ 
ed for over a decade. Revenue from stamps and 
registration belonging to the old order, do not call for 
any special comment. 

28. Of the new sources of revenue exploited by the 
State Government the most important is the general 
sales tax. Its growth has been severely handicapped 
almost from the beginning. Notice has to be taken of 
certain trends of all India Policy which are likely to 
have an adverse effect on the yield from this tax, and 


the specification of commodities considered to be 
essential for the life of the community under Article 
286 (3) of the Constitution would, by its repercussions, 
further affect the revenue, because it would be diffi¬ 
cult to resist agitation for the withdrawal from the 
tax schedule, the commodities declared to be essential 
even if such a withdrawal may not be necessary un¬ 
der the provisions of law. The other taxes that belong 
to the category of new taxes are the tax on motor 
vehicles, the sales tax on motor spirit and lubricants, 
the entertainments duty, the Electricity duty, the 
licence fee on sale of tobacco and the tax on trades, 
professions, callings and employment. These occupy 
comparatively a minor place in the tax structure of the 
State and the Committees appointed by the Govern¬ 
ment of India like the Motor Vehicles Taxation En¬ 
quiry Committee and the Film Enquiry Committee 
have made proposals for reducing substantially the 
taxes on motor vehicles and motor spirit and on enter¬ 
tainments. The Local Finance Enquiry Committee has 
suggested the relinquishment by the State in favour 
of Local Bodies of certain taxes like the profession 
tax, entertainments duty, Electricity duty etc. in addi¬ 
tion to an assignment of 15 per cent of land revenue 
to these authorities. 

29. The percentage of receipts from important 
sources of revenue to the total is as follows. Transfers 
from the reserves have been excluded from the total: 

(Budget for 1953-54-) 

Revenue Percentage 

(Rupees in 

lakhs.) 

State sources.-Taxes— 


Land Revenue, State Excise, Stamps, Re¬ 
gistration, Tax on Motor Vehicles and 
other Taxes and Duties, 

12.39 

5^3 

Other Sources— 



Forests and Irrigation 

3.45 

14 ‘5 

Other Heads ♦ 

3,67 

it -2 

Central Sources— 



Share of Union Excise Duties and a tax 

4,16 

17-6 

on income. 



Grants-in-aid ..... 

1,02 

4'3 

Total . 

23.69 

100 

3®. Tax revenue and the percentage 
another is as follows :— 

of each 

to one 


Percentage 

State taxes to the 

Revenue grand 
(Rupees in lanks) total of 
16,56 


I, Land Revenue 

5 j 44 

32 *9 

2. State Excise 

2,30 

13-9 

3. General Sales Tax 

2,12 

12 ‘8 

4. Stamps .... 

L °3 

6-2 

5, Tax on Motor Vehicles 

39 

2*4 

6. Sales tax on Motor Spirit . 

37 

2 ‘2 

7. Entertainment Duty 

32 

I *9 

8, Registration .... 

24 

l ’5 

9. Electricity Duty 

, 10 

0 *6 

10. Tobacco Duty 

5 

0 ’3 

11. Profession Tax , * 

4 

0 -2 

12. Total - 

12 , 4 ° 

74 ’9 

Share of Central Taxes 



13, Union Excise .... 

1,08 

6-5 

14. Taxes on Income 

3 .° 8 

18 *6 

15. Total . 

4. 16 

25-1 

16. Grand Total . 

16,56 

100 
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31, The effect of the Finance Commission's recom¬ 
mendations has been an addition of Rs, 85 lakhs recur¬ 
ring to the revenues of the State, principal addition 
being a share of the Union Excise Duties and a grant- 
in-aid for Primary Education counterbalanced in part 
by the withdrawal of the revenue gap grant. There 
has been no substantial change in the share of taxes 
on income. 

32. The practice in Madhya Pradesh regarding fis¬ 
cal legislation has been to legislate in respect of each 
measure of taxation as and when Government decided 
to approach the legislature for the purpose. There 
has been no annual Finance Act except for the fact 
that during the period of the war, the Section 93 
Administration resorted to the device of an annual 
Finance Bill for the sanction of the Governor in 
order to keep alive certain taxation measures which 
were due to expire and also for the surcharges im- 

osed in the same period. So far the State Government 
as not felt the necessity for a change in the existing 
practice of legislation for taxation purposes. 

Local Finance and Local Taxation 

33. The sources from which the Janapada Sabhas 
draw their income is given below; — 

(1) Compulsory cess payable at the rate of 18 pies 
per rupee for every malik-makbuza, holder of 
survey number, rent-free land or the tenant 
under section 85 of the Local Government 
Act. 

(2) Optional cess to be imposed at the rate of 12 
pies per rupee on persons mentioned under 
sections 86 and 87 of the Local Government 
Act. 

(3) Special school rates on (non-agriculturists) 
persons occupying houses buildings or lands 
within the limits of any village or group of 
villages which will benefit from any school or 
schools established or maintained by the 
Sabha. 


(4) Fees from markets notified as public markets 
under section 116 of the Local Government 
Act. 

(5) Fees and charges from cattle-pounds. 

(6) Proceeds of other taxes and tolls imposed un¬ 
der sections 89 and 90 of the Local Govern¬ 
ment Act. 

(7) Contribution to the Janapada funds by Gov¬ 
ernment, Municipal committees or private per¬ 
sons either by way of grant or otherwise. 

(8) All rents- and profits accruing from extra 
municipal nazul lands. 

(9) Such percentage of land revenue that the Pro¬ 
vincial Government may fix under section 75 
of the Act. 

(10) All other proceeds that may be received by 
the Sabha under the provisions of this Act. 

34. The income of Municipalities in the State con¬ 
sist of rates and taxes, the more important of which 
are octroi tax on houses and lands, tax on animals 
and vehicles and service taxes like water rates and the 
conservancy cess. Realisations under special Acts like 
Cattle Pound rates, fines realised under certain other 
enactments, fees and revenues from markets and 
slaughter houses and grants made by Government for 
educational and other purposes also constitute the 
revenues of the Municipalities. 

35. Government’s decisions concerning the revenue 
of the Janapada Sabhas are embodied in a resolution 
on the report of the Janapada Enquiry Committee, 
1952 extracts from which are appended. The separate 
note on the subject of local taxation gives more detail¬ 
ed information on the subject. 

36. Information regarding administration of the 
principal taxes and the administrative set up as well 
as about tax evasion counteracting policies and 
measurements etc. has been furnished in the separate 
memorandum furnished to the Commission on indivi¬ 
dual taxes. 
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(i) Inclusive of haiaoces of the former State*. 







Statement showing Development Plan and increase in Expenditure since 1950-51 in Development Expenditure included in the Five-Year Plan 

(Rupees in Crores) 


SI. 

No* 

Head/Sub-head of Development 





Esti¬ 
mated 
Total 
cost 
1951 to 

1956 

Cost incurred during 






1950-51 

Actuals 

< 

1951-52 * 952’53 1953-54 

Actuals (Revised) (Budget) 

Total available 
1951 to for 

1954 1954 to 

195 6 

<«> 

(2) 




( 3 ) 

( 4 ) 

(5) 

(6) 

(7) 

(8) 

(9) 

1 

I.—Agriculture— 

(i) Agriculture , 




2-34 

14 ' >3 

2-03 

3*29 

2*68 

8*oo 

6’ 13 


(2) Veterinary and Animal Husbandry 


* 


0*21 

99 

0* 15 

0* 16 

0*19 

0*50 

0*49 


(3) Dairying and Milk Supply . 

* 




0-37 

0' 06 

0*07 

O' 06 

0' 19 

0* 18 


(4) Forests . . 


- 


0*08 

0*4T 

0*08 

0*08 

O' 10 

0* 26 

o* 15 


(5) Co-operation . 




o* 15 

0,28 

0*02 

O' 02 

0-02 

0* 06 

0' 22 


(6) Fisheries .... 




** 

o*o6 

0*01 

O'OI 

O’OI 

0*03 

0*03 


(7) Rural Developments 




0*04 

i*66 

0*07 

o* 14 

O' 12 

o *33 

1-33 



Total 

• 


2-82 

i 7'90 

2*42 

3 ’ 77 

3* *8 

9-37 

8-53 

2 

IT.—Major Irrigation and Power Projects 




2 ■ 20 

9-08 

i *59 

1*23 

1*85 

4-67 

4*41 

3 

III.—Industry— 

(1) Cottage Industry .... 




O'OI 

0* 08 

., 

0*02 

0*02 

0*04 

0’04 


(2) Other Industries * 

* 



1-51 

4 * 29 

0*63 

o '73 

1*34 

2*70 

I- 59 



Total 



1-52 

4’37 

0-63 

o *75 

1*36 

2-74 

I’63 

4 

IV.—Transport— 

(1) Roads ..... 




0-36 

2*00 

o *45 

0*51 

0*52 

I*48 

0*52 


(2) Road Transport * 

(3) Port and Harbours * 


tig 


JO: 

• * 




* * 

* * 



Total 

• 


0-36 

2*oo 

o *45 

0*51 

0*52 

I'48 

0*52 

5 

V.—Social Services— 

(1) Education 




x* 20 

10*79 

1*09 

1*23 

2* 12 

4 * 44 

8-35 


(2) Medical . 

* 



°*73 

2*68 

0-65 

o *55 

o* 60 

1 '80 

CO 

CO 

c 


(3) Public Health. 

(4) Housing - 

• tlL. 



0*07 

0*79 

0 20 

0*09 

0* 14 

0*35 

0*58 

0*21 

0* 20 





• * 


* 


* ’ 



(5} Labour and Labour Welfare 

• 



0*01 

0*01 

9 9 

•* 

■* 




(6) Welfare of Backward Classes 

• 


. 

*• 

I* 70 

O* 14 

0 * 3 ° 

0-38 

0*82 

<v88 



Total 



2*01 

r6* 17 

i ‘97 

2* 22 

3 " 45 

7*64 

8-52 


Grand Total 



8* 91 

49 * S 2 

7*06 

8*48 

10*36 

25*90 

23*61 


Statement showing Development Expenditure outside the Plan 


(Rupees in 

Crores) 

SI. 

No. 

Head of Development 





Expenditure 

incurred during 





1950-5 L 

(Accouns) 

1951-52 1952-53 1953-54 

(Accounts) (Revised) (Budget) 

Total 

w 

(2) 





(3) 

( 4 ) 

( 5 ) 

(6) 

(7) 

1 

I.—Agriculture— 

1. Agriculture . 






.. 

0* 

03 


0-03 

* 

2. Veterinary and Animal Husbandry- 




* 


•* 

0*01 


0*01 


3. Dairying and Milk Supply 




* 


•* 

*• 

* 

• 

■■ 


4, Forests ... • 




* 


•* 

*■ 

’ 


** 


5. Co-operation .... 

•* 



• 


0*03 

•• 

* 

* 

0*03 


6. Fisheries ...... 




* 


** ’ 

•• 


• 



7. Rural Development .... 


■ 

■ 

• 


** 

0 

*08 

o* 08 

O’ 16 





Total 

** 

0*03 

0 

12 

O’ 08 

0*23 
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Statement showing Development Expenditure outside the Plan —contd. 

(Rs, in Groins) 


I 

2 

3 

4 

5 

6 

7 

2 

II.—Major Irrigation and Power Projects ...... 

., 

o-16 

o *54 

0*64 

i *34 

3 

III.—Industry— 







j. Cottage Industry 

*• 

... 


•* 

*• 


2. Other Industries . 


** 

**• 


** 


Total , 


• • 

*• 

*• 

*• 

4 

IV.—Transport— 







1. Roads .......... 

- 

- 

0*09 

0*30 

o *39 


2. Road Transport 

*• 

• * 

*• 

•• 

... 


3. Port and Harbours ........ 


*• 

•* 

*• 

... 


Total . 



0*09 

0*30 

o *39 

5 

V.—Social Services—- 







1. Education 

• - 

0*02 

0*08 

0*02 

0* 12 


2. Medical .......... 

.. 

0-04 

0*02 

0*04 

0* 10 


3. Public Health .......... 


m* 

0*02 

0*01 

0*03 


4. Housing . . . . . . . . • 


... 


... 



5, Labour and Labour Welfare ....... 

■ 

0*01 

0*01 

0*01 

0*03 


6. Welfare of Backward Classes .... , f 


•* 

- 

0*03 

0*03 


Total . 

*■ 

0*07 

0* 13 

0* 11 

0*31 


Community Development Projects ....... 

* * 

-- 

1*00 

o *77 

i *77 


Grand TOtal . 

•• 

0* 26 

00 

CO 

1*90 

4*04 


Statement showing Non-development Expenditure 










(Rupees in 

Crores) 


Heads of Expenditure 


Accounts 

Accounts Revised 

Budget 




1950-51 

I 95 I -52 

1952-33 

1953-54 


r 


2 

3 

4 

5 


Expenditure on Revenue Account 


7. Land Revenue 






O’58 

0*98 

1 * 10 

1 * 26 

8. State Excise Duties . 






0* 18 

0* 17 

0* 12 

o* 15 

g. Stamps # 

* 





0-03 

0-03 

0*03 

0*03 

10. Forest . . . . ... • t » 

• 





0*90 

1* 10 

i* *5 

1*32 

1 j. Registration ........ 

* 





0*04 

0*04 

0*04 

0*04 

12. Charges on account of Motor Vehicles Acts . . 

• 




• 

0*03 

0*03 

0*03 

0*03 

13. Other Taxes and Duties ...... 






0*04 

0* 04 

o*og 

0*08 

18. Other Revenue Expenditure financed from Ordinary Revenue 





0* I I 

o* 15 

0* 14 

0* 12 

19. Construction of Irrigation etc. . 

- 






.. 

0 

0 

0*21 

22. Interest on Debt and other ot ligations 

. 





0* 20 

0*23 

0-69 

0*6l 

23. Appropriation for Reduction or Avoidance of Debt 





# 

0*15 

0* :8 

o* 18 

o* 18 

25, General Administration ..... 






I * 60 

1*82 

1 * 85 

2*70 

27. Administration of Justice ...... 






o -45 

0*46 

0*48 

0*50 

28. Jails and Convict Settlements ..... 

* 





0*25 

o* 28 

o- 27 

0*27 

29. Police .'*••••** 

* 





2*52 

2*47 

2*49 

2*39 

36. Scientific Departments . 

* 





• * 

*• 

O’OI 

0*01 

37* Education ........ 

* 

* 




i* fir 

2*00 

2*34 

CO 

T* 4 

Ci 

38. Medical 


* 




0*37 

o *43 

o *45 

0*47 






















Statement showing Non-development Expenditure —contd. 


(Rg. i n Crore*) 


1 



2 

3 

4 

5 

39. Public Health ......... 



O' 14 

0*13 

o-13 

o* 13 

40. Agriculture ......... 



o* 22 

0*24 

0*25 

0*26 

41. Veterinary ......... 



0* 10 

o-12 

o-12 

o* 12 

42. Co-operation ......... 



0*09 

0-09 

o* 10 

0* 10 

43. Industries and Supplies ...... 



0* 06 

0* 06 

o- 06 

0*06 

44. Aviation ......... 



0*01 

0*01 

0*01 

0*01 

47. Miscellaneous Departments ...... 



0*03 

0*03 

0*03 

0*03 

50, Civil Works .......... 



**59 

i*86 

1*76 

‘•93 

52. Interest on Capital Outlay on Electricity Scheme . 



0*22 

0-27 

.. 

.. 

52-A. Other Revenue Expenditure connected with Electricity Scheme 



0-05 

0*05 

•. 

.. 

54. Famine-A-Famine Relief ....... 

• 


0* 10 

0*07 

0*14 

0* 10 

54.-B. Privy Purse and Allowances oflndian Rulers • 



o* 04 

o* 04 

0*04 

0*03 

53. Superannuation Allowance and Pensions .... 



0*73 

o* 76 

0*83 

0-83 

56. Stationery and Printing ....... 



0-31 

0*20 

0* 24 

0* 24 

57. Miscellaneous ......... 



0*84 

0*71 

o *74 

o*86 

63-B, Community Development Projects « 



- 

• * 


*. 

64-A. Transfers to the Revenue Reserve (Development) Fund 

. 


- 

0*05 

0*05 

0*20 


Total 


13*59 

15* 10 

16* 00 

> 7 ‘ 75 

Capital Expenditure 

Community Development Projects ...... 

s-r « 


- 


.. 

. . 

65. Payment of Compensation to Land-holders on the abolition of Malguzari, . 

• 

— 

- 

2*39 

0*50 

81. Capital Account of Civil Works outside the Revenue Account. 



0-17 

o* 04 

0*04 

0*04 

82-A. Capital Outlay on Rail-road Co-ordination Scheme outside the 

Revenue Account 


o* 11 

0*04 

.. 

. . 

83. Payments of Commuted Value of Pensions .... 




-0*01 

— 0*02 

—0*02 

85-A. Capital Outlay on Scheme of Government Trading 

3 k 


2*45 

1*25 

—°* 74 

—2*03 

85-B. Appropriation to Contingency Fund ..... 



0*50 


•* 

•• 


Toiai 

• 

3*22 

1*32 

i-6 7 

— 1 * 5 1 

Puilic Debt 

I. Permanent Debt ........ 

. 

* 

— 

— 

o -47 

.. 

II. Floating Debt. ........ 

* 

♦ 

0* I I 

0*08 

0* 24 

*•24 

III. Loans from the Union Government. 


# 

0-58 

**43 

1 *64 

1 * 02 


Total 

- 

0*69 

i* 5 i 

a -35 

3*26 

Loans and Advances by State Governments ..... 

♦ 


1*67 

1*29 

1*31 

1 *49 


Grand Total 

• 

19**7 

19*22 

2 i *33 

20*99 


State Government's Assessment of Plan for the 
years 1951-52 and 1952-53 

Agriculture 

The programme under Agriculture is carried in two 
groups in this State. Agriculture (Normal) which in¬ 
cludes strengthening of the department with adequate 
staff etc. required for the intensification of grow more 
food schemes and agriculture (Grow More Food Sche¬ 
me) which is purely the Grow More Food Plan of the 
State. The assessment, in respect of each group is as 
follows ; — 

Agriculture (Normal) 

The total programme for the year 1.951-52 according 
to the Plan amounted to Rs. 8 84 lakhs and that for 
the year 1952-53 amounted to Rs. 18*98 lakhs. The fol¬ 
lowing schemes were under operation during the 
years : — 


1. Additional staff for the expansion of Agriculture .— 
The additional staff employed under this scheme con¬ 
sists of one Agriculture Engineer, 12 Extra Asstt 
Directors of Agriculture, 200 Agriculture overseers and 
321 demonstration Knmdars and some other staff. The 
staff continued during both the years. 

2. Training of Agricultural Assistants—Expansion of 
College of Agriculture .—This scheme provides for 20 
extra admissions to the College of Agriculture, Nag¬ 
pur for providing graduates for the wortring of G.M.F. 
schemes. The scheme could meet the desired objective 
during the period under report. 

3. Training in India.— This scheme provides for 
training of specialised and selected personnel for vari¬ 
ous research and other development schemes. Nine 
candidates are undergoing training at the Agricultural 
Research Institute, New Delhi. 


















4, Training of Demonstration Kamdars .—The train¬ 
ing imparted under this scheme at the training class 
opened at Betul gave 39 stockmen in September 1951 
and admitted 40 such personnel in October 1951; out of 
which 37 came out successful, 

5. Expansion of Engineering section .—Although the 
introduction of the scheme was taken up in the year 
1952-53 the work was started by the Agriculture de¬ 
partment in the previous year in the areas tractor 
ploughed by the Central Tractor Organization in the 
Sagar district where 132 acres of land was contour 
bunded and 57,301 running feet or broadbase terrac¬ 
ing have been constructed. The preliminaries were 
thus carried out for the operation of the scheme and 
it is found that cultivators are coming forward in 
greater numbers for getting their lands contour bund¬ 
ed. 


Grow More Food Plan 

The main objective of the G.M.F, plan of the State 
of Madhya Pradesh is to produce additional food for 
the growing population of the State and also to pro¬ 
duce more foodgrains to meet the needs for self-suffi¬ 
ciency for the country as a whole. The State of 
Madhya Pradesh is a surplus one in respect of food- 
grains and the plan, is therefore, aimed at not only 
maintaining the existing surplus but to produce mgre 
for export. The target fixed for the year 1955-56 is 
2-81 lakh tons of additional food per year over the 
basic year of 1950-51 and that for cereals would con¬ 
stitute 1 * 89 lakh tons out of the same. The annual net 
export of cereals is taken at 1*10 lakh tons and addi¬ 
tional export of cereals in tons that has been estimat¬ 
ed during the Plan period out of the additional produc¬ 
tion are as follows : — 


The Sate is generally surplus with regard to produc¬ 
tion of gram and pulses, and any additional yield of 
these commodities would add to the export to that 
extent. 

The target for production of cotton has been fixed 
at 1*70 thousand additional bales under the Cotton 
Extension Scheme which will raise the total produc¬ 
tion of cotton to about 686 thousand bales in the year 
1955-56, 


The original programme for the Grow 4 More Food 
Plan was prepared in March 1951 and approved by the 
Planning Commission was more ambitious but the 
same had to be revised during 1952-53 taking into con¬ 
sideration the progress made and the short finances 
that were available. This was done under the instruc¬ 
tions of the Government of India. 

The Scheme for Reclamation by Central Tractor 
Organisation was responsible for providing only 4 
units as against six envisaged in the Plan. This reduc¬ 
ed the progress of ploughing under the scheme, 

In the year 1952-53 the programme of Grow More 
Food was to be implemented wholly in the intensive 
cultivation areas but owing to the existence of stocks 
of fertilizers and procurement of improved Paddy seed 
outside the areas from where it was inadvisable to 
take them to the Intensive Cultivation areas, some 
distribution of seed and manure had to be undertaken 
in non-intensive areas also. 


Veterinary and Animal Husbandry, Dairying and Milk 
Supply and fisheries—Expansion of Veterinary and 
Animal Husbandry Organisation 

Under this scheme three Deputy Directors of Veteri¬ 
nary Services, 12 district Livestock Officers, 136 Stock 
Supervisors and 181 Stockmen-cum-Health Assistants 
have been appointed so far. With the help of this in¬ 
creased stall it has been possible to vaccinate as 
many as 29*83 lakh animals, castrate over 1*64 lakh 
scroup bulls, treat 9*97 lakh animals at dispensaries 
and on tour. Much of the progress in the scheme is 
due to its being in operation from 1947. 

Education and Training.—Under the scheme for 
training of Stock Supervisors and Stockmen-cum- 
Health Assistants the 2nd Five Year Plan provides for 
the training of 250 of each kind of personnel. 49 and 
129 men have been trained as stock supervisors and 
stockmen-cum-health assistants respectively. The Ve¬ 
terinary College at Jabalpur admits 60 candidates 
annually. The College and one block of hostel has 
been completed and the other buildings namely second 
hostel block, 1 pathology block, 1 animal husbandry 
block and 1 Anatomy block are expected to be com¬ 
pleted in 1953-54, The first batch of 27 graduates has 
come out from this college during 1952. The college is 
in full swing and 208 students are on roll. 


Outlying di$p£Usdrie $,—It is proposed to open 100 
veterinary dispensaries at the rate of 20 dispensaries 
per year in the outlying areas of the State. The expen¬ 
diture is to be shared on 50:50 basis by Government 
and Janapada Sabhas. So far only 11 dispensaries 
have been established. 

Live Stock Improvement .—The object of this scheme 
is to improve the existing nondescrip stock by grading 
them up with approved bulls in selected pockets of 
breeding areas possessing facilities for fodder and 
water. Out of the 100 centres envisaged in the Plan 
13 centres with 87 bulls have been established and 17 
centres are under the process of establishment. In the 
sphere of livestock-improvement the Artificial Inse¬ 
mination Centres opened at Nagpur as a Pilot measure 
is showing encouraging results and it is expected that 
this work will be undertaken on extensive scale. The 
Central Poultry Farm at Nagpur is also progressing. 
78,547 eggs were produced of which 20,531 were set 
for hatching, 3,424 sold for hatching purposes and 51,373 
for consumption. 9,831 chickens were produced and 2,885 
birds sold for breeding purposes. 201 cocks were sup¬ 
plied on exchange basis. 

Dairying and Milk Supply .—Under this main head 
there are two schemes in progress (i) establishment of 
dairy units in big towns and (ii) Dairy development. 
Under the former scheme 7 units have been establish¬ 
ed. It is proposed to establish 4 additional units mak¬ 
ing the total number of 11 units during the next quin¬ 
quennium. Only one new dairy unit was however 
established during the period under review. The other 
scheme has not progressed much. 

Fisheries .—For taking up pisciculture on extensive 
scale a pilot scheme has been initiated at Padegaon in 
Raigarh district. During the period under review 4 
lakhs of fish seed were collected at this centre from 
river Mahanadi, The collection showed 60 carp seed. 
The carp collected at this centre compares favourably 
with those imported from Calcutta and Allahabad, 

The Plan provides for ‘Pay of Director of Pancha- 
yats and his staff, initial Grants to Gram and Nyaya 
Panchayatsi Grants-jn-aid to Janapada Sabhas for 
appointment of Panchayat Inspectors and, Training of 
Panchas, Each gram and Nyaya Panchayat is paid 
initial grant of Rs. 200 and 300 respectively for the 
purchase of Stationery, furniture, books etc. The train¬ 
ing camps are conducted by the Panchayat Instructors, 
In the year 1951-52, 375 Gram and 17 Nyaya Fancha- 
yats were established. During 1952-53, 175 Gram Pan- 
chayats have been established till the end of Septem¬ 
ber 1952. 

Co-operation 

The co-operative movement expanded considerably 
during the post-war period. The societies that have 
sprung up during this period are mainly non-credit 
institutions which require constant and intensive 
supervision by the staff of the department. The addi¬ 
tional staff employed on this account has therefore 
been continued. 

The co-operative movement has so far covered 
about 11,000 out of 44,000 villages in the State. The 
number of societies of all kinds rose from 10,185 as on 
1-7-51 to 10,370 as on 1-7-52. Under the Plan it is pro¬ 
posed to establish 480 credit societies and 120 non-cre¬ 
dit societies. 

Under the scheme for additional staff for Multi-pur¬ 
pose co-operative societies in non-scheduled areas free 
services of 39 managers have been to multi-purpose 
societies organised in non-scheduled areas as local 
workers are not available for managing the allairs of 
these societies. With a view to improve the economic 
condition of aboriginals and to give them better faci¬ 
lities and better prices for their produce requirements 
to ensure them the supply of agricultural and domestic 
requirements at reasonable rates a scheme is executed 
through the district co-operative Agricultural Associa¬ 
tions Ltd., Mandla. The Association continues to deal 
in Sugar, Salt, cloth, yarn, cement, kerosene oil, food- 
grains and iron and steel. The affiliated multi-purpose 
co-operative societies also continue to deal in distribu¬ 
tion of salt, sugar, cloth and kerosene oil to their mem¬ 
bers and non-members. Some of the co-operative socie¬ 
ties are also entrusted by Government with the work 
of distribution of rice at controlled rates. Efforts are 
also being made to see that multi-purpose societies take 
up the marketing of the agricultural produce of abori¬ 
ginals and it is hoped that this activity will show bet¬ 
ter results. 

Forests 

The Development Plan under the head Forest pro¬ 
vides for a total expenditure of Rs, 40*78 lakhs for the 
period from 1951-56. There are S schemes under the 
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various sub-heads the progress of which is as 
follows : — 

Reorganisation of M.P ♦ Superior Forest Service ,— 
According to the programme 8 candidates have been 
deputed for training in the Forest College at Dehra 
Dun in 1951-53 for S.F.S. Course. 

Reorganisation of the Rangers Staff .—As per pro¬ 
gramme, 21 candidates have been deputed for train¬ 
ing' at the Indian Forest Ranger College, Dehra Dun 
in 1951-53. 

Housing of Subordinates .—16 Forest Guards’ Nakas 
were taken up for construction during the year 1951-52 
out of which 10 were completed during the year and 
the construction of 5 continued in the year 1952-53 
along with the target of 19 Nakas fixed for the year. 

Establishment of Forest Guards Training School at 
Betul, —Against the target figure of training 200 For¬ 
est Guards and 50 Foresters, the actual number who 
completed the training in 1951-52 was 178 Forest 
Guards and 10 Foresters. Sufficient number of matri¬ 
culate candidates are not coming forward for training 
one of the reasons being that the pay is not attractive. 
Due to non-availability of qualified staff and building 
material the construction work at the Forest Guards’ 
Training Schools, Betul could not be undertaken ex¬ 
peditiously. 

Establishment of Working Plan Circles .—The work¬ 
ing Plans of Damoh, Seoni, Jabalpur, Betul, South 
Raipur and South Chanda divisions continued to be 
under devision and two more working Plans viz. 
North Bastar and Bilaspur were added during the 
year 1951-52, 

The revision of working Plan is a continual progress 
and the work has to go on in perpetuity. Until few years 
ago, the area under the control of Forest Department 
was 19,000 sq. miles and now it is likely to be over 
51,000 sq. miles due to- integration of the Chattisgarh 
and Makrai States with the M. P. and taking over of 
a large area of ex-private forests with the result that 
the scope of the scheme has very much increased. The 
scheme being the very basis of the entire system of 
scientific forest management it is proposed to revive 
the working Plan and Surveys Circle with immediate 
effect and also to constitute two additional working 
Plan divisions to facilitate preparation of working 
Plans. More field work is expected to be undertaken in 
the South Chanda, North Bastar, Amravati and Rai- 
garh Working Plans. 

Completion of arrears of Tending operations .—Against 
the target figure of 80,000 acres, the operations were 
carried out over an area of 62,583 acres. Due to inade¬ 
quacy of trained hands the progress of the scheme was 
somewhat hampered. 

Forest Roads and Bridges. —Against the target figure 
of 30 miles for the year 1951-52, raising the class of 
improvement of forest roads over a distance of about 
16 miles was undertaken during 1951-52 at an expendi¬ 
ture of Rs, 64,725. 

Construction of 9 wells and 2 tanks and improve¬ 
ment of 3 tanks and 1 well were taken up during the 
year 1951-53, The works remained and were continued 
in the next year, along with the target of 10 such 
works to be carried out in the year. 

Medical and Public Health 

The various schemes under Medical and Public 
Health are progressing as follows : — 

Medical College and Hospital , Nagpur.-^ The Medical 
College, Nagpur started in the first five year plan in 
the temporary barracks of the Engineering School, 
Nagpur in the year 1946 pending construction of the 
new buildings, for the college and hospital on the 
Rajabaksha .site, Nagpur. temporary 250 bedded hos¬ 
pital was started as a Medical wing and other clinical 
departments were located in the Mayo Hospital, Nag¬ 
pur. The construction of main College buildings and 
the Hospital having 800 beds has now been mostly 
completed. Medical Nursing and other staff have 
been appointed, according to the recommendations of 
the Ad-Hoc Committee. It has been decided to have 
150 beds exclusively for T. B. patients. An anti-T. B 
Centre will also be established under the technical 
assistance of the W. H. O. The college will turn out 
00 M.B.B.S, graduates every year. The hospital will 
provide all medical and surgical facilities to the indoor 
and outdoor patients. 

Ayurvedic School, Raipur. —This is a new venture 
in the field of Indigeneous system of Medicines The 
Ayurvedic school has beep started from 15-6-1950 in 


the Doongaji buildings. The admission of students at 
this school is 40 per year. The course is for 3 years. 
A Hospital of 15 beds has been established at the 
school. It has also been proposed to establish an 
Ayurvedic Pharmacy which will manufacture genuine 
Ayurvedic medicines. It will supply medicines to all 
local bodies in the State for the Ayurvedic dispensaries 
managed by them. The Ayurvedic School is proposed 
to be converted into an Ayurvedic College during the 
plan period. 

Training of T . B. Personnel .—In view of the estab¬ 
lishment of T. B. Sanatorium at Chindwara, construc¬ 
tion of T. B. Wards at the Provincialised and non-pro- 
vincialised hospitals, there is acute need of trained 
doctors in Tuberculosis. It has, therefore, been propos¬ 
ed to depute 4 Assistant Surgeons and 4 Assistant 
Medical Officers for T. B, Training outside the State 
every year. 2 Assistant Surgeons have returned from 
the training institutions so far. 

Training of Nurses .—The expansion of main and 
other urban hospitals in the State will create an in¬ 
crease for trained nurses. It has, therefore, been de¬ 
cided to train probationary nurses at the Provincialised 
Hospitals at Nagpur, Jabalpur, Raipur and Amravati. 
The scheme tths already been started in the 1st five 
year phase of the Plan. A training Centre for training 
of 100 Nurses has also been started at the Medical 
College, Nagpur with the sanction of the State Govern¬ 
ment. 

Hospitals and Dispensaries 

Establishment of Rural dispensaries .—Most of the 
rural areas in this State lack in Medical aid. Under 
the scheme, it has been decided to establish 48 Ayur¬ 
vedic dispensaries and 12 allopathic dispensaries in the 
rural areas by giving grant-in-aid to Janapada Sabhas. 
In addition to this, Government have sanctioned the 
opening of 100 Ayurvedic dispensaries in the rural 
areas from 1952-53. Government have decided to bear 
the expenditure on account of pay of Vaidya at Rs. 60 
P-m. and a maintenance grant Rs. 300 p.a. to the 
Ayurvedic dispensaries. All other expenditure will be 
borne by the Janapada Sabhas concerned. In respect 
of allopathic dispensaries Government provide the 
services of the Assistant Medical Officer and meet the 
expenditure on account of maintenance grant at 
Rs, 500 p.a, and capital expenditure on 50% basis. In 
all, Government have sanctioned the establishment of 
122 Ayurvedic dispensaries and 3 Cheap Flan dispen¬ 
saries during the year 1952-53. 

Increased grants to Ayurvedic dispensaries .—The 
Ayurvedic dispensaries under the Janapada Sabhas 
were getting grant-in-aid from Government for their 
maintenance at Rs. 160 per annum per dispensary. As 
this grant was considered inadequate, Government 
have enhanced it from Rs,'160 to Rs, 300 p.a. for pay¬ 
ment to the existing 80 Ayurvedic dispensaries from 
the year 1952-53. 


Raising of Pay — Vaidyas .—In accordance with the 
State Government orders this scheme has been sub¬ 
stituted by the scheme relating to the staff and equip¬ 
ment for the extended O. P. D. at the Victoria Hospital. 
Jabalpur to meet the increased demand of the local 
patients. Necessary staff required for the Department 
has been appointed and the requisite equipment has 
been purchased. 


T. B. Sanatorutm.—To fight against the ravages of 
the T. B. which is taking heavy toll of human lives, 
Government have sanctioned the establishment of a 
109 bedded T. B. Sanatorium of Chhindwara after 
making certain additions and alterations to the C.M.H. 
Buildings which were purchased t from the Govern¬ 
ment of India. The Sanatorium started functioning 
from 15-8-52. It has fully equipped with staff equip¬ 
ment and other accessories. The Sanatorium provides 
up-to-date medical and surgical facilities to T B 
patients. Out of the 100 beds, 50 have been kept en¬ 
tirely free, which facility does not exist in any of the 
Sanatoria in India. 

T. B. Clinics and Wards .—Since the Hospital facili¬ 
ties in the State -for T.B, patients are quite inadequate 
it has been proposed to attach 200 beds at the Non- 
pro vinci alised Hospitals and 100 beds at the Provin¬ 
cialised Hospitals in the State. Following progress has 
been made so far under this scheme : — 

(i) T. B, Ward of 25 beds at the Mayo Hospital 
has been constructed out of the donations 
from the M. P. State T. B. Association and 
Pakwasa funds. 


(li) T. B. Ward of 16 beds has been constructed 
at the Main Hospital, Akqla out of the public 
donations, * 
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(iii) T. B. Clinic-cum-Wards having 20 beds* have 
been constructed out of the donations of 
Rs. 50,000 by Shrimati Shagirathibai Rathi of 
Amravati. 

(iv) A T. B. Sanatorium of 25 beds at Buldana is 
being constructed out of the donations and 
subscriptions to the extent of Rs. 2:30 lakhs 
collected by the T. B. Sanatorium Committee, 
Buldana. The sanatorium will be run by the 
State Government. It has also been proposed 
to extend the sanatorium by further addition 
of 25 beds. 


substations at Khaperkheda had to be oredered antf 
as a temporary measure 11 KV supply is being afford¬ 
ed to this area. Receipt of 66 KV OCB and accesso¬ 
ries are awaited for energising this feeder one 66 KV 
up to Tumsar to cater the loads of Tumsar Bhandara 
towns and the manganese area namely Dongri Buzruk 
and Katangi. 

As the load was developing, enquires for installing 
the 3rd transformer unit were issued to augment the 
present 2 Nos. of 5,000 KVA each transformers at the 
Nagpur Sub-station. 


(v) A ward of 10 T. B. Beds at the Main Hospital, 
Wardha has been equipped from Red Cross 
Funds. 

Besides the above there are proposals for the con¬ 
struction of T. B. Wards at Rajnandgaon, Burhanpur, 
Bilaspur, Jabalpur, and Raipur. The State Govern¬ 
ment will meet the entire expenditure in respect of 
T. B. Beds at the Provincialised Hospitals and will give 
recurring grant-in-aid to non-Provincialised hospitals 
at the rate of Rs. 400 per bed per annum. 

Prevention and treatment of V. DA In order to 
check the incidence of V. D, Government have sanc¬ 
tioned the establishment of a V. B. Centre at Jagdal- 
pur in the Bastar District. 2 Assistant Surgeons and a 
nurse were deputed to W.H.O. Centre at Simla for 
training in V. D. The Scheme has started at the Maha- 
ram Hospital, Jagdalpur from June 1951. Cases suffer¬ 
ing from V. D. and Yaws are treated at this centre. 
Tirt^ scheme 1S functioning under the guidance of 
W.H.O. r 

T. B. Mobile Dispensary .—-The Scheme of eye mobile 
dispensary has been converted into a scheme of T B 
Mobile dispensary to deal with T, B. Cases in Nagpuri 
The Scheme started from 9th September, 1952. The 
i\ B. van with the medical Officer and other staff 
moves in different localities of Nagpur and gives medi¬ 
cines and A P. Treatment to T. B. Patients. Those 
patients needing Hospital treatment are brought to the 
Mayo Hospital or T. B. Clinic, Nagpur. 

Improvement of District Headquarters Hospitals 
The financial condition of the District Headquarter 
Hospitals which are managed by the Dispensary Fund 
Committees is unstable and poor and so the efficiency 
and extent of Medical relief afforded by them have 
not been up to the standard of District Hospitals The 
Government have therefore accepted in principle the 
Provincialisation of District Headquarter Hospitals by 
gradual stages at the rate of 3 per year. It has there- 
fore, been proposed to provincialise 2 Main Hospitals 
1953-^4° la> Bllaspur and Khandwa during the year 

Public Health .—-The important scheme in the State 
Five-Year Plan relating to Public Health are (i) Mala¬ 
ria Control Scheme and urban and rural water supply. 

Malaria Control Scheme.— Seven Anti-Malaria Units 
have been functioning in the State at present as a 
part of the Post-war Development scheme. For Plan 
the target is of period of 1951-52 8 Anti-Malaria 

Units. One more unit will be established in 1953 - 54 . 

Urban Water Supply .—The Scheme for 32 towns both 
for water supply and drainage was originally proposed 
at a capital cost of 9 crores at State expenses, bufsub- 
u Ue tc \ ec °nomic condition it was decided 
that the scheme should be financed by the local bodies 

Engineer^ Under thG supervision of the Public Health 


During the year under review, the following 66 
Sub-stations at Wardha, Pulgaon, Amravati, Achalpur, 
Murtizapur, Akola, were energized thus bringing the 
aggregate capacity of the transformers installed dur¬ 
ing the year to 48,000 KVA and raising the total instal¬ 
led capacity to 67,000 KVA. Erection of Warora and 
Ballarsha Sub-stations was in progress. 

In the Pench Valley are the 66 KVSS at Saoner, Sau- 
sar, Chhindwara, Barkui and Panara were brought into 
commercial use, thus bringing the aggregate installed 
capacity to 7,500 KVA. Consequent on the orientation 
of the Akola Power District Scheme, increasing the 
capacity of the Sausar was in view. 

Erection of transmission lines beyond Hinganghat 
was completed. Out of the target of 800 miles, erection 
of 600 miles was completed. Erection of Akola-Kham- 
gaon, Khamgaon-Shegaon, Mansar-Tumsar, Tumsar- 
Bhandara, Saoner-Katol were in progress. 

During the year under review, supply has been given 
to licensees at Nagpur, Wardha, Yeotmal, Arvi, Amra¬ 
vati, Karanja, Akola and Chhindwara, New towns 
that are electrified are Kamptee, Pulgaon, Dhamgaon, 
Murtizapur, Achalpur, Badnera, Saoner, Sausar, Kha- 
pa, Jamai and Junardeo. Distribution work for the 
towns at Ramtek, and Warora was in progress. Supply 
to Medical College, Nagpur was effected in stages as 
and when Civil works are being completed. 

(B) Akola Power Destrict ,—Chandni Power Station 
construction work is in progress and practically ready 
for commissioning. The station is expected to go into 
commercial operation in 1952-53. The construction 
work on the transmission system to Burhanpur and 
Khandwa was sanctioned and necessary material col¬ 
lected and the work was taken in hand which is 
expected to be completed and commissioned during 
1953. Reorientation of this scheme is in progress to 
cater to the urgent needs of their areas. 

(C) Ballarshah Power House .—As the power demand 
in the Southern Grid is greatly increasing, it has been 
decided to set up a new station at Ballarshah using the 
power plant, lately purchased for the Aluminium 
Power Industry. The selection of site and preliminary 
work of staff quarters, Railway siding, approach roads 
and surveys was in hand and major work is expected 
during the ensuing year. 

II. Eastern Grid Scheme 

(A) Pilot Thermal Station at Raipur .—The year un¬ 
der review witnessed the commissioning of the Raipur 
Station on 15th August, 1951 by Hon’ble the Chief 
Minister Pandit R. S. Shukla. This has met this pres¬ 
sing demand of power of the area. The extension of 
supply from this town to other places within the radius 
of 50 miles was in view and as a first step towards 
extension, construction of 33 KV transmission lines to 
Rajnandgaon via Durg. 


Rural Water Supply .—The Scheme provides for tt 
wells in the 5 years ending 55-5 
(2 crores). The execution of the scheme is being dor 
through the agent of Janapada Sabhas of the Stai 
with 75% of the total cost of the well as Grant in ni 
and the remaining 25% to be contributed by the Jam 
pada Sabha or by way of contribution from the loc* 
P Tie° n - 47 wejis have so far been completed an 
240 are expected to be taken up during 1953 - 54 . 

Electricity 

I. Southern Grid Scheme 

C. T.S. Khaparkheda ,—The Station opene 
KV h Qt^ e tui + bo three boiler units and one 11/f 
step U P transformer for operation. During the ye; 

11/68 kvX 8600 ' 1 tar P° set - 4th boiler and y t e w 

ed /6 In^iew nf P fhl an f f ° rme - S ha ^ e I* 60 commissioi 
ea in view of the increasing load, both the turt 

alternator sets were run in parallel during peak In- 
hours which left no spare units. The ere?t!on of thii 
turbo set and 5th boiler was in full swing. 


In view of the standing demand of power bv man 

C ° ming in the arS S 
rtamiek, Tumsar, Bhandara, extension of the 66 1 


( B) State Power Houses .—State Power Houses con¬ 
tinued to be a sore point. Supply was admittedly bad 
and uneconomic, the plants being old, useless, insecure 
and tariffs irration. No load improvement was possi¬ 
ble. However a new power house was constructed at 
Raigarh and another at Ambikapur was under con¬ 
struction. In the meanwhile, new engines for Raigarh 
and Abikapur have been purchased, steps are also 
being taken to connect Rajnandgaon to Raipur. 

III. Northern Grid Scheme 

Development around Jabalpur has been good The 
village panagarh (Devri) on the Katni road was con¬ 
nected. Extension work to Katni is in progress. Owing 
to re-starting of Khamaria ordnance Factory, the de¬ 
mand to Jabalpur Electric Supply Co. has* increased 
and further rise is expected. Extension to the Station 
was taken up for consideration and since decided and 
permitted by the Board under section 44 of the Act 
An additional 4000 K.W. Turbo Set was accordingly 
put into commission. The acquisition of land for Sub¬ 
station at Jabalpur and Katni was pursued and the 
sites were taken over. 
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Tribal Welfare 

During the year 1951-52, the Tribal Welfare Scheme 
maintained 252 schools and 27 hostels already started 
in the previous year, awarded 750 middle school, 300 
high school and 18 College scholarships and stipends 
to 83 Normal School students and 675 hostellers resid¬ 
ing in the hostels under scheme. 


2. During the year 1952-53 i.e., during the period 
from April to September 1952, the schools were main¬ 
tained scholarships and stipends awarded as in the 
last, year. During this period the Tribal Welfare Sche¬ 
me was also under examination and the scheme has 
been revised from 1st December, 1952. Under the revi¬ 
sed scheme there would be 30 centres from which Wel¬ 
fare activities such as education, maternity and child 
welfare, anti-malaria work, cattle breeding and poultry 
farming, cottage industries and social, cultural and 
moral uplift activities will radiate to an area covering 
about 400 square miles. 


3. Completion of preliminaries for opening the cen¬ 
tres under the revised scheme is in hand. 


Labour Welfare Scheme 

It is proposed under the Scheme to open 3 ‘A* type 
centres; 8 ‘B’ centres in addition as many 4 C’ type cen¬ 
tres as may be possible. The main object of these 
centres would be to provide various kinds of recrea¬ 
tional facilities including libraries. The Maternity 
Centres and Women Welfare Centres will also be 
taken up as a second stage of the development along 
with the provision of educational facilities and other 
welfare centres. During the year 1952-53, the State 
Government have opened a Labour Welfare Centre at 
Nagpur which provides various kinds of recreational 
facilities, such as Library, reading room, outdoor and 
indoor games, bhajuns, kirtans and frequent cinema 
shows. Through the good offices of the Labour Depart¬ 
ment, Labour Welfare Centres were also opened dur¬ 
ing the year by the following mills. 

1. Empress Mills, Nagpur. 

2. Model Mills, Nagpur. 

3. Berar Manufacturing Co., Badnera. 

4. Vidarbha Mills, Achalpur. 

5. Burhanpur Tapti Mills, Burhanpur. 

Industrial Housing Scheme 

The Madhya Pradesh Housing Board which received 
interest-free' loan from the Government of India for 
financing the Industrial Housing Scheme, started con¬ 
struction of houses in October, 1952. So far construc¬ 
tion of 50 houses has been completed at Jabalpur and 
100 houses are being constructed at Jabalpur and 
Achalpur. In the meanwhile the Ministry of Housing, 
Works and Power, Government of India, introduced 
another Subsidised Housing Scheme in supersession 
of the original scheme and the Housing Board had 
decided to operate the same. In the first instance, it is 
proposed to construct 1,500 single room tenements for 
Industrial workers at different Centres in this State as 
early as possible. The Industrial Housing Scheme has 
not yet been included in the Five Year Development 
Plan of the State Government and the Scheme is being 
worked as a Central Government Scheme. 

Industries 

Scheme for the Establishment of three Lokshalas — 
Three Lokshalas have been established at Garghoda in 
the Kaigarh district, Dongargaon in the Durg district 
and Baikunthpur in the Surguja district with a view 
to train boys in such professions as they will follow 
in their future life in the villages and become self- 
sufficient. The Target of the Scheme is to train 450 
students within 5 years. So far about 100 students 
have come out successfully from these Lokshalas and 
they are now expected to be good primary school tea¬ 
chers and they are as village leaders. 

Development of Village Groups. —Under this scheme 
it is proposed to bring about an effective development 
in a selected group of villages round about each Lok- 
shala so as to make them self-sufficient regions whose 
example could be followed in other parts of the States. 
The main activities under this scheme consists of con¬ 
struction of roads and wells, development of cottage 
industries, agriculture, livestock medical relief, sani¬ 
tation. distribution of fruit trees, gardening, etc. Since 
the introduction of the scheme the people in the 
groups of villages have become self conscious, and are 
co-operating with the staff under the scheme in the 
various uplift activities such as organisation of village 
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panchayats, Nava Yuvak Sanghas, Gram Sudhar 
Samities, etc. They have also constructed and repaired 
village roads and wells, public trench latrines, manure 
pits etc., and also taken to co-operative cultivation of 
these villages. 

Khadi Scheme .—250 persons were trained in spinning 
and about 700 charkhas were distributed on subsidy 
basis. After a number of people were trained, the 
demonstration centre at Leilunga were converted in¬ 
to a Khadi production centre. The local people were 
supplied with cotton which they used to spin and the 
yarn was later on woven into Khadi. About 10,000 
yards of khadi prepared up-to-date have been sent to 
the Village Industries Emporium at Raipur for sale. 
The demonstration centre opende at Lailunga from 1st 
April 1950 has so far trained 337 weavers and 844 
spinners. 

Establishment of Emporium of Cottage Industries .— 
The Emporium so far established at Raipur under the 
scheme deals in edible oils, kosa, khadi, ghee, leather 
goods, honey, woollen blankets etc. It supplies raw 
materials to Lokshalas for experimental purposes and 
arrange for sale of local selected products from Chhit- 
tisgarh and other parts of the State. The total pur¬ 
chases and sales of the Emporium during 1951-52 
amounted to Rs. 28,805 and Rs. 32,867| respectively, 
resulting in a net profit of Rs. 4,138. 

General Supervision Staff. —The Scheme exercises 
an effective supervision on the various schemes of the 
cottage Industries Section including the Industrial In¬ 
stitute to be organised from this year. 

Establishment of an Industrial Institute .—Steps to 
organise the different sections under this Institute 
have already been taken. Necessary technical staff 
has been appointed and action is being taken to pur¬ 
chase tools equipments, machines and raw materials 
for these sections. It is hoped that the Institute will 
start functioning in full swing during the year, 1953. 

Cottage and Small Scale Wollen Industry. —Approxi¬ 
mately 2,000 blankets and blanketing cloth worth 
Rs 22,000 and 4,000 blankets and blanketing cloth 
worth Rs. 61,000 were manufactured and supplied to 
various Government departments during 1950-51 and 
1951-52, respectively. 

Government Central Workshop and Stores , Nagpur.— 
The most outstanding work done during the year end¬ 
ing on the 31st March 1952 was the manufacture and 
supply of about li lakhs steel ballot boxes worth 
Rs. 7,13,683, A large amount of work was also carried 
out by the Workshop for the Cottage Industries Sec¬ 
tion of the Department of Industries, Madhya Pradesh, 
which included experimental models of treedle driven 
machine, carding machine and also fibre extracting 
machines, etc. The total value of work done by the 
Workshop during 1951-52 was about Rs, 10T8 lakhs. 
The net profit on the year’s working was Rs. 16,887-1-10 
only which was set off against the accumulated losses 
of Rs. 17,374 for the last five years. 

Education Department 

The whole of Education Development Plan of the 
State has been revised in view of the Tarachand Com¬ 
mittee’s Report. The revised plan is under considera¬ 
tion of Government. In the meanwhile the scheme 
which were included in the Plan prior to its revision 
are progressing, in all the fields—Primary, Secondary* 
Technical, Social and University. 

Irrigation and Roads 

Irrigation .—The State Plan provides for the following 
6 major irrigation projects at a total cost of Rs. 308*09 
lakhs. 

(i) Gangalpara tank project in the Balaghat dis¬ 
trict ; 

(ii) Bargoor tank project in the Chhindwara dis¬ 
trict ; 

(iii) Gondhi feeder project in the Durg district; 

(iv) Dudhwa feeder Project in the Raipur district; 

(v) Sampna tank Project in the Betul district ; 

(vi) Dukrikhera tank Project in the Hoshangabao 
district ; 

None of these projects have however been started. 
It was for some time held that the approval of Govern¬ 
ment of India to the individual project was necessary 
and accordingly the Government of India was addres¬ 
sed in May last. No reply from them has been received 
but the State Government, have recently decided that 
as the Development Plan has already been approved 
by the Government of India, it is not necessary to 
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submit each scheme to them for specific approval. The 
State Government have accordingly given administra¬ 
tive approval to the two projects viz*, Gangalpara and 
Dukikhera. The question of granting administrative ap¬ 
proval to Sampna and Gondii tank Projects is 
under consideration of the State Government. The 
survey of Gondii tank is nearly completed and that of 
the Dudhwa is likely to be completed soon. The State 
Government are considering the question of taking up 
either Saroda tank Projects in the Durg district or the 
Velochana river Project in the Chanda district, in¬ 
stead of Bargoor tank Project. The new Projects to be 
taken up are under investigation. 

Roads .—The total road programme in the Plan is of 
2 crores. This consists of 129 miles of new roads and 
to improve 1138 miles of existing roads, including 576 
miles of roads in the merged districts. The individual 
schemes are progressing satisfactorily. 

Community Projects 

4 Community Projects have been started in the 
Amravati, Raipur, Hoshangabad and Bastar districts 
of this State. Three of these are in major crop zones 
and one in the aboriginal tract of the State. All the 4 
projects were inaugurated on the occasion of Gandhi 
Jay anti last year and work begun in the 1st Develop¬ 
ment Block comprising of about 100 villages in each 
Project. From the 1st April 1953, the 2nd and 3rd 
Development Blocks have been taken up for com¬ 
mencement of operation. The next year will be com¬ 
pletion of the entire development programme chalked 
out for the Community Projects. The Development 
Block has been put under charge of a revenue Sub- 
Divisional Officer with a team of Agricultural, Veteri¬ 
nary, Medical, Public Health, Education and engineer¬ 
ing experts to assist him. The Block is further sub¬ 
divided into twenty intermediate upits of five to six 
villages in charge of Gram Sewaks, through whom the 
experts at the Block-level operate. 

2. In each village a ‘Vikas Mandal’ of national 
leaders has been formed. It indicates the felt needs of 
the people and the priorities for their provision. The 
Vikas Mandal is the channel for securing popular par¬ 
ticipation for the realization of these amenities and 
supplies. At the project level there is a project Advi¬ 
sory Committee of officials and non-officials to deter¬ 
mine priorities and finalise schemes to be taken up for 
execution in the Project as a whole. At the District 
level a District Advisory Committee with the Deputy 
Commissioner as its Chairman is in-charge of direct¬ 
ing the activities. All the Community Projects have 
been placed under the Development Commissioner who 
is assisted by the Heads of various development de¬ 
partments. There is also a Committee of Secretaries to 
advise him and through him the State Development 
Departments and the Chief Minister as Chairman. All 
these organisations have been set up in accordance 
with the recommendations of the Planning Commis¬ 
sion for enabling expeditious execution of the Com¬ 
munity Programme. 

The activities in the various fields such as Agricul¬ 
ture, Irrigation, Veterinary, development of fisheries, 
Animal Husbandry, Health, Village Sanitation, Edu¬ 
cation, Construction of Roads and Houses and Improve¬ 
ment of water supply are being carried out according 
to the schemes designed for each purpose. 


Extract from the Local Self-Government (Janapada) 
Defartmfnt Resolution No. 928-2059 J-XIII, dated 
the 19th March, 1953 

Finances 

The additional cess will be abolished and the rate of 
compulsory cess will be raised to 30 pies per rupee as 
recommended by the Janapada Enquiry Committee. 
The recommendation of the Janapada Enquiry Com¬ 
mittee that the special school rate should be substitut¬ 
ed by a professional tax on income from non-agricul- 
tural sources has also been accepted, in principle and 
a basis on which the new tax will be imposed will be 
determined. Government also agree with the Commit¬ 
tee that the market rates and cattle-pound charges 
should be revised where no revision has taken place. 

Grants 

The Committee had recommended that education 
grants should be rationalised and procedure for giving 
these grants should be simplified. One of the most im¬ 
portant recommendation of the Committee in this res¬ 
pect was that the grant should be fixed on 75 per cent 
of the expenditure on per capita basis. Government in 
pursuance of the present policy of conducting primary 
education through the medium of local bodies have de¬ 
cided that 75 per cent of the approved expenditure 
nn primary education should be met by Government 
in areas other than scheduled and backward. In back¬ 
ward areas up to 90 per cent of the approved expendi¬ 
ture should be met by Government. It will be neces¬ 
sary to lay down a clear definition of backward areas. 


In the scheduled areas the Tribal Welfare Department 
should take over the Janapada and Forest schools to 
be covered by its Welfare Schemes. Government have 
also accepted in principle to place the services of the 
Additional District Inspectors in the Janapada areas 
at the disposal of the Janapada Sabhas. The principle of 
giving subventions to financially weak Janapada 
Sabhas to raise their services to a reasonable standard 
has also been accepted. Grants will be paid in early 
part of the financial year. The recommendation of the 
Committee that the Janapada Sabhas should be en¬ 
couraged to properly equip their dispensaries and keep 
enough stocks of medicines by giving them liberal 
grants has been accepted by Government. In regard 
to veterinary dispensaries, the recommendation of the 
Committee that full cost of serum and other medicines 
should be borne by Government has also been accept¬ 
ed. 

The Janapada Sabhas in the old Central Provinces 
are being paid grants by Government to compensate 
them for the loss of compulsory cess income on account 
of the abolition of the proprietary rights. This grant 
will hereafter be stopped. The Janapada Sabhas in 
Berar are being compensated for loss of revenue on 
account of road cess. This will also be stopped.. The 
general purposes grant will be continued to be paid to 
the Janapada Sabhas on the basis of pouplation-cum- 
extent of area. 

Allotment of a Share in Land Revenue 

One of the important recommendations of the Jana¬ 
pada Enquiry Committee was that the State Govern¬ 
ment should assign 15 per cent of their revenue from 
land revenue and 5 per cent from forest income. With 
regard to share from land revenue, Government have 
partially accepted the recommendation and have decid¬ 
ed that the Janapada Sabhas should be given a share 
of land revenue at 5 per cent of the annual demand 
in each year. This amount will give the Sabhas the 
much needed relief in finding adequate resources to 
render services to the community at the minimum 
standards expected of them. In case of forest revenues 
they fluctuate so much that any share from them 
would always be an indefinite factor in the budget 
estimates of the Sabhas and therefore assignment of 
a share therefrom will not help the Janapada Sabhas. 
However, where land revenue is not substantial and 
the forest income is more some contribution from 
general revenues after considering the forest income 
of a Janapada will be paid. The Committee had re¬ 
commended that municipal committees should give 50 
per cent of the maintenance cost of the veterinary dis¬ 
pensaries in their areas. Government have carefully 
examined this suggestion and have come to the con¬ 
clusion that as the Veterinary dispensaries are usually 
situated in municipal areas and do not primarily bene¬ 
fit the remaining areas, such, dispensaries where situ¬ 
ate in municipal areas should be maintained by the 
municipal committees and the Janapada Sabhas should 
make subscriptions according to their ability. The 
Janapada Sabhas should only maintain veterinary 
dispensaries in rural areas. The State Government have 
also - accepted the recommendation that wherever 
Janapada Sabha maintains roads in municipal areas 
they should be transferred to the municipal commit¬ 
tees. 

Merged States 

Compulsory cess was not leviable on tenants in 
merged States. The proprietors were liable to pay 
compulsory cess. But with the abolition of the proprie¬ 
tary rights no cess was leviable in merged areas. The 
Janapada Enquiry Committee recommended that the 
compulsory cess should be imposed on all agriculturists 
at two annas per rupee in merged areas. Government 
have decided that the rate of compulsory cess should 
be 30 pies in a rupee, as for all other areas in the 
State. The assessment in the merged areas being al¬ 
ready low the rate will not be very heavy. There will 
be no additional cess. The State Government have also 
accepted the recommendation that a professional tax 
on income from non-agricultural sources as in the revSt 
of the State should be imposed. The recommendation 
in regard to assignment of a share in income from land 
revenue has also been accepted with the modification 
that only 5 per cent of the income will be given to the 
Janapada Sabhas. 

Other Problems 

* * * * * 

Grants-in-aid to Janapada Sabhas for maintenance 
of transferred institutions in Zamindari areas and in 
merged areas should be on the lines of grants paid in 
backward areas. The optional and compulsory duties 
of the Janapada Sabhas will be reviewed. 

* * # * * 

The result of the financial implications is that the 
Janapada Sabhas will get an additional income of 
about Ks. 34 lakhs. 

+ * * * * 



Section it —Answers to questions in Parts I to IV 
of the Questionnaire 

Part I—The Tax System 

Question No. 8 

Yes, in general. Taxes are compulsory contributions 
made by the members of a community to the Govern¬ 
ment towards the common expenditure without any 
guarantee of a definite measured service in return. No 
particular tax may, therefore, generally speaking, be 
earmarked or funded for any specific purpose though 
there may be nlT objection to any special funds being 
created out of the general revenues of the State. Due to 
exigencies and in exceptional circumstances, a parti¬ 
cular tax may, however, have to be levied for a speci¬ 
fic purpose or this may have to be done as a sort of 
inducement to the public by willingly accept the taxa¬ 
tion measure. 

Question No, D 

Yes The cess is usually levied on a particular com¬ 
modity or on account of service rendered. There is, 
therefore, no objection to levy a cess for a special 
purpose. 

In this State cesses are levied on land revenue and 
on coal for the benefit of Local Bodies in the area 
concerned. Rent or royalty is also charged by Govern¬ 
ment on mining leases. A Maharki cess is levied in 
Berar consequent on Government assuming liability 
for the remuneration to the mahars. It is also proposed 
to levy a kotwari cess in Central Provinces and the 
former State areas and pay the remuneration to kot- 
wars from treasury direct. 

Question No. 10 

Where private sector and State sector exist side by 
side, the incidence of taxation should be the same so 
as not to give any special advantage to the State con¬ 
cerned over the private concern. But where the State 
has a monopoly of trade in any particular commodity 
or service, it would be possible to manioulate tax and 
price as Governments may decide. 

The policy of Government should be of progressive 
nationalisation of all essential industries and services. 

In this State a Board has been constituted under the 
provisions of the Electricity Supply Act, 1948, to 
manage the Electricity Project, the entire capital cost 
of which is borne by the State Government. Otherwise, 
there are no important State commercial undertak¬ 
ings. There are only State aided undertakings like the 
National Newsprint and Paper Mills Ltd., the Ballar- 
pur Paper Mills and two Transport Companies. 

Question No. 11 

There are no State undertakings earning any sub¬ 
stantial surplus. On general consideration, however, 
the net surplus may be earned for purposes in the 
reverse order mentioned in the question. 

Question No. 12 

The cardinal principle of taxation is to collect it 
from one who is able to pay and spend it for the 
needy. Where differentiation is possible it should be in 
favour of rural residents which means the Agricul¬ 
turists, for the reason that their income is usually 
much below the level of those in urban areas. It will 
be difficult to differentiate on occupational basis. 
Occupation is generally in urban areas and people of 
different occupations are able to form trade unions to 
protect their income and standard of living. Income 
should, therefore, be the main criterion. 

Question Nos. 13, 14,15 and 16 

Data is not available with the State Government to 
furnish an answer to these questions. 

Question No. 18 

Loans are at presnt raised by the Central and State 
Governments in the open market for financing deve¬ 
lopment schemes with varying degree of success. The 
Central Government has the small savings scheme 
from the surplus receipts of which they propose to 
make allotments to States for development schemes. In 
the Madhya Pradesh methods of raising loans for 
local works from the people to be benefited by the 
expenditure have not been tried. We are only trying 
to let the people contribute in cash or kind (labour 
and material) for small local works. 

The terms on which loan money is available are 
such that not only interest has to be paid from gene¬ 
ral revenues but even repayment of the principal has 
to be made from general resources before expansion of 
revenue would take place as a result of the develop¬ 
ment expenditure. There is also considerable difficulty 


in securing loan funds for schemes like Minor Irriga¬ 
tion Works because they are not sufficiently productive 
to yield a return for the service of the debt. In these 
circumstances although it is a sound policy that deve¬ 
lopment expenditure that would benefit the future 
generation should be financed by borrowings, Govern¬ 
ments cannot go in for loans on a large scale. The 
alternative is to rely more on revenue raised by taxa¬ 
tion than on borrowing. Generally, loan is a better 
method for financing productive works than taxation. 
In short, for normal development, Governments should 
find money from their own revenues while for any 
extraordinary development programme borrowing 
may be resorted to. 

Question No. 19 

The order in which the suggestion appears in the 
question itself is endorsed except that (d) and (e) be 
transposed. 

Question No. 34 

The Central Act relating to Estate Duty has recently. 
become law. Madhya Pradesh is one of the Govern¬ 
ments that have agreed to Estate Duty on agricultural 
land being levied along with the duty on other pro¬ 
perty. Should the Central Government levy the ter¬ 
minal taxes on goods and passengers carried by rail 
for the benefit of local bodies it will correspondingly 
set free the grants given by the State Government. 
At present Municipalities have made their own 
arrangements to collect the octroi or terminal tax on 
roads and they keep a watch on goods entering the 
municipal limits from railway stations. There may not, 
therefore, be much to be gained by asking the Cen¬ 
tral Government to levy a terminal tax on goods 
carried by rail. 

Railway fares and freights are apparently pitched 
high already and there may be little margin for a tax 
for the benefit of local bodies. Should, however, the 
Government of India favour the levy of the tax on 
fares and freights, it will relieve pressure on State 
finances. 


An additional revenue of Rs. 2 lakhs is expected if 
a tax is levied on transactions of sale or purchase in 
stock exchanges and future markets in Madhya Pra¬ 
desh without any exemption whatsoever at 2 to 4 
annas per cent. The transactions are few in this State. 

A sales tax on newspapers and advertisements is a 
feasible proposition. The newspapers concerned can 
easily pass on the burden of the tax to the advertisers 
and by adjusting the sale price of the paper. There 
should be no exemptions. A nominal turnover tax of 
3 pies per rupee on sale price of the paper and a 
similar turnover tax on revenue from advertisement 
is desirable, to begin with. 

Question No, 35 

(i) Taxes on capital.—With the imposition of the 
Estate Duty recently authorized, new form of tax on 
capital has been introduced. Government have no views 
to express on the scope for a further tax on capital. 

(ii) Reintroduction of the Salt Duty. —A tax on salt 
is low in its incidence and universal in application. 
Perhaps, time is not opportune for re-imposing the 
duty though the yield from it would be not insignifi¬ 
cant. This should, however, be kept in view as a 
source of taxation, 

(ui) Surcharges on land revenue. —The question of 
imposing a surcharge on land revenue has been un¬ 
der the consideration of this Government for some 
time past, 

(u?) Betterment levies. —This subject is under the 
consideration of Government, 

(v) Agricultural income-tax. —The yield from this 
tax was estimated at Rs. 7 lakhs per annum before the 
abolition of the Malguzari and Zamindari system in 
Madhya Pradesh. With the abolition of these vested 
interests in land, the yield from the agricultural in¬ 
come-tax is likely to be insignificant On the other 
hand, the cost of collection will be relatively more. It 
has not, therefore, been considered worthwhile by the 
State Government to impose the tax. 

(in) Social security tax etc.— Entertainments duty 
is already imposed in the Madhya Pradesh. There is 
no scope in this State for a tax on racing or betting. 
In regard to Prohibition, the settled policy of this 
Government is the fulfilment of the directive principle 
of the State policy as early as possible. 



Question No, 36 

This is akin to the question of betterment levy. 
Question No. 37 

The development programme that is now being 
carried out by the State Government, it is expected* 
will have the effect of increasing the tax paying capa¬ 
city of the people and would generally result in an in¬ 
crease in the existing sources of revenue. Otherwise all 
possible enhancement have already been made by 
Government and the opinion expressed by the State 
Govrnment to the Finance Commission in this regard 
was in the following terms : — 

“It will be apparent that the State Government 
have wholly exhausted all the sources of 
revenue allotted to the State by the Constitu¬ 
tion and cannot hope for any increase in yields 
by manipulating the rates. In fact indications 
are already apparent that in the case of mo¬ 
tor vehicles taxation, entertainments duty and 
sales-tax on motor spirit, the law of diminish¬ 
ing return is beginning to affect the revenue”. 

The only measure that can be taken will be to minimise 
leakages in revenue. This is receiving and will con¬ 
tinue to receive the attention of Government. 

Question No* 38 

The State Government is examining the possibility 
of levying a surcharge on tickets issued by the trans¬ 
port services as has been done in Madras. 

Part II —Direct Taxe* 

Question Nos, 52 and 53 

This Government is not in favour of a tax on agri¬ 
cultural income in Madhya Pradesh, but if it is decid¬ 
ed to impose it, this should be done centrally. 

Question No* 54 

The Madhya Pradesh Government’s share of the di¬ 
visible pool of the income-tax is now 5*25 per cent 
based on 20 per cent distribution on the basis of the 
relative collections from States and 80 per cent on the 
basis of their population according to the census of 
1951, If agricultural income-tax is amalgamated with 
ordinary income-tax there will be considerable scope 
for dispute among the States as to the proper distri¬ 
bution of the total net proceeds. So far as this State is 
concerned there is not much revenue expected from a 
tax on agricultural income, but there may be danger 
of the existing proportion of income-tax now received 
by the Madhya Pradesh Government being reduced by 
reason of other States making a claim for a larger 
share on account of agricultural income. On the whole, 
it appears that the distinction between agricultural and 
non-agriculural income cannot be done away with, 
There is also another consideration viz. land revenue 
realised by the State. Taxation on land by two diffe¬ 
rent agencies is obviously not desirable. 

Question No. 56 

Experience as to how the amendment made this year 
operates is necessary before it can be said whether the 
existing provision regarding exemption to charitable and 
religious trusts needs any modification. 

Question No. 57 

The State Government would like that the exemp¬ 
tion in respect of co-operative enterprises should con¬ 
tinue and that no restriction as to categories of co¬ 
operative enterprises need be introduced. 

Question No. 80 

The Sate Government would advocate a lower rate 
for smaller industries and cottage industries, but it 
does not appear that such industries are at present 
liable to the taxation referred to. 

Question No. 101 

This measure has been welcomed by this State Gov¬ 
ernment and the State Legislature passed a resolution 
as a result of which Estate Duty in respect of agri¬ 
cultural land has been allowed to be incorporated in 
the Central Act. 


Question No. 102 

Since the tax falls on property there appears no 
reason for making a distinction between seif-earned 
property and inherited property of the deceased. 

Part III—Commodity Taxes 

Question No. 137 

In the first Five-Year Plan the commodity on the 
production of which activity has been centred is food- 
grains on which there is at present no scope for levying 
taxation in this State* 

Question No. 138 

There are no luxury articles on which this Govern¬ 
ment would suggest especially high rate of commodity 
taxes. 

Part IV—Agricultural Income-tax, Land Revenue and 
Irrigation Rates 

Question Nos* 181, 182 and 183 

There is no scope for levy of betting or prize com¬ 
petition taxation in Madhya Pradesh. 

COUNT FEES 

General Note on State Taxation 
(With reference to Court Fees) 

Point 7 

Trends in revenue from court fees, explanation of 
trends and indication of prospects. —Average annual re¬ 
ceipts from court fees (IX-B) during the periods in 


question were as follows ;■— 

Period 

Receipts (in lakhs) 

1935-40. 

38 

i94 0 -46. 

28 

1946-53 . 

42 

1953-54 (estimates; . 

48 


The downward trend in the second period was due 
to fall in litigation as a consequence of depression and 
debt relief measures, This was arrested with the on¬ 
set of inflation and the increase in rates by one-third 
effect in 1944-45 was well absorbed. The recent 
amendment of the law in 1953 is unlikely to produce 
any adverse effect and with stabilised economic condi¬ 
tion it is to be expected that an average revenue of 
50 lakhs will be maintained. 

Point 8 

Efforts at different periods, to increase tax revenue 
increase in court fees for countering inflation. —An in¬ 
crease of about one-third in the rates was made in 
1935 while the Province was in the grips of depression, 
but it failed to sustain receipts on account of a steep 
fall in litigation (Total No. of suits instituted in 1928-1, 
54, 274, 1942-39, 197-74%) as a result of the depres¬ 
sion. Hence, despite the increase, receipts fell from 
50 lakhs in 1928-29 to 26 lakhs in 1942-43, when infla¬ 
tion set in. From 1944-45 a surcharge of 33J% was 
levied as an anti-inflationary measure, and in 1948-49, 
it was permanently absorbed, Recently, the law has 
been thoroughly revised with a view to rectify anoma¬ 
lies and as a result of the rationalisation achieved there 
is now hardly any further scope for enhancement, 

Tax evasion and tax avoidance generally, broad 
appraisal of magnitude and techniques; counteracting 
policies and measures, if any, of Government *—The 
complexity of the law relating to court-fees, divergent 
judicial interpretations and the virtually impossible 
task of making a perfect classification of categories of 
litigation do no doubt leave some scope for evasion of 
court fees. As however a thorough examination of dis¬ 
posed of cases of nearly 12 years as well as of pending 
cases conducted by a special official for two years 
(1949-51) could reveal only about 90,000 of escaped 
revenue, it ^ is to be expected that with the recent 
rationalisation of the law and the maintenance of a 
vigilant check the extent of evasion will be still fur¬ 
ther reduced. 



MEMORANDUM « 

General Note on local taxation 


The following local bodies are in existence in the 
State : — 

A. The Corporations of Nagpur and Jabalpur. 

B. 110 Municipalities. 

C. 96 Janapadas, 

D. 7,000 Gram Panchayats. 

This note is based on the report submitted by one 
Corporation, 58 Municipalities and 46 Janapada 
Sabhas. There is no report on any of the Gram Pan¬ 
chayats. 

1. Trends in budgetary position and changes in 
pattern of income, etc, — A, Corporation .—The two cor¬ 
porations came into being by the cities of Nagpur and 
Jabalpur Corporation Acts of 1948. The Nagpur Cor¬ 
poration was formed on 2nd March 1951, The Nagpur 
Corporation has so far produced only 2 budgets of in¬ 
come and expenditure for the financial years 1951-52 
and 1952-53. This corporation was formed by the mer¬ 
ger of the Nagpur City Municipal Committee with the 
Civil Station Sub-Committee. The income of the City 
Corporation in 1951-52 was 87 5 lakhs and in 1952-53 
Ks. 89*7 lakhs. The pattern of income in the period 
1951-52 and 1952-53 has thus not changed appreci¬ 
ably. 

B. Municipalities,—Reports of only 58 Municipalities 
are now available. Out of these about 40% Municipal 
Committees’ report no change in the total income from 
all sources. Correspondingly the pattern of income and 
expenditure remains the same. In the remainder, 
there have been phenomenal increase in the income. 
This augmentation of the total income occur mostly 
during the post-war period excepting in about 8 
Municipalities, which were formerly Notified Area 
Committees or Sanitation Committees. During the 
war period, i.e., 1938-39 to 1945-46 inclusive, the in¬ 
come has generally increased by a small margin but 
this is due not because of the imposition of new taxes 
but by the general increase in the prices of materials, 
as for example the price of 28 maunds of cotton rose 
from Rs. 50 approximately to Rs. 250 approximately. 
In the post-war period several municipalities have 
levied the octroi tax which has raised the income by 
as much as 10 times over the pre-war figures. To illus¬ 
trate this a Chart of income of some of the prominent 
Municipal Committees is given below: — 


Income be- 
Municipal Committee fore Octroi 
tax was 
imposed 

Income after Increase due 
imposition to Octroi in 

of Octroi 1951-52 

tax 

1 

2 

3 

4 

1. Itarsi 

45,000 

3 j 3 ^ j 3 °° 

1,56,808 

2. Waraseoni 

, 17,000 

1,50,000 

65,777 

3. Akot 

. 60,000 

2,41,000 

1,36,640 

4. Katol 

56,670 

1,43,000 

70,715 

5. Chikhli . 

59.464 

1,69,860 

67,000 

6. Ambikapur 

. 22,696 

1,81,596 

89,100 


2. In only one case, viz,, Raipur Municipality the 
increase is due to the steady growth of population 
each year. Only Khurai Municipality reports deteri¬ 
oration in receipts during war and thereafter due to 
bad management. Several municipalities have aug¬ 
mented their income by increase in the existing rates of 
taxes already levied. The Municipalities like Multai, 
Mohpa, Bina-Etawah, Deulgaon Raja and Ghatanji 
were raised to the present status of a Municipal Com¬ 
mittee in the post-war period, thus enabling them to 
levy certain taxes newly. Their income has, therefore, 
increased correspondingly. 

3. Relative Significance of Tax Revenue, etc, —A 
Corporation .—The corporation of Nagpur collects 88% 
of tax revenue itself, and receives approximately 2% 
of its total receipts by way of Government grants. The 
other non-tax revenue works up to 8% of the total 


receipts. The Corporation runs no commercial under¬ 
takings. The corporation of Jubbulpore collects 86% 
of the tax revenue itself and received under 2% as its 
share of nazul ground rent collected by the State The 
grants from Government amount to 6%, The corpora¬ 
tion runs no commercial undertaking. 

B. Municipalities. —Except for the 4/5th share of 
the nazul ground rent collected by the State and made 
over to the Municipalities no municipality derives any 
share of revenue levied and collected by the State. The 
Municipal Committees, Itarsi, Diagras, Hoshangabad 
etc., receive well under 1% of their total income, an 
amount from the State by way of their share of Motor 
Vehicle Tax. The total given to Municipal Committees 
under this head collected before the power was taken 
away is nearly Rs. 45,000 in all. The Government 
grant-in-aid to the municipalities are normally 
given towards expenditure on primary schools and 
public health. The percentage varies from Nil to 43. 
Small municipalities like Mohpa and Gorhakota 
receive nothing. Large Municipalities like Itarsi and 
Achalpur City receive as much as 27 and 23% res¬ 
pectively. The Pachmarhi Municipality receives as 
much as 43%, its population being merely 342 persons. 
The tax revenue varies from 40% to 65% of the in¬ 
come. The miscellaneous income from fees, etc. in 
almost all cases works up to 10% of the total receipts. 
No Municipal Committee runs any commercial under¬ 
takings, 

4. Principal Taxes of the Local Bodies —A. Cor¬ 
poration. —(1) General property tax, (2) Service taxes, 
(3) Actroi and terminal taxes, (4) Taxes on vehicles, 
animals and beasts, 

The octroi tax yields 56% of revenue. The direct 
taxation yields 40% of the revenue. The income from 
the direct taxation seems to have become more or less 
static and inelastic. The main reason for this appears 
to be the control over rents by the rent controller and 
the difficulties in construction of new houses due to 
paucity of building material. The octroi tax is more or 
less constant but there is a definite tendency to evade 
this tax. For example, a customer buying a motor car 
attempts to take delivery thereof in the places where 
octroi tax is not current. There is a possibility of the 
direct taxes registering a fall in income due to the 
deterioration of the paying capacity of the rate payers, 

B. Municipalities.— The municipalities levy the fol¬ 
lowing taxes : — 

(i) General property tax. 

(ii) Services taxes. 

(iii) Octroi tax. 

(iv) Terminal Tax. 

(v) Tolls. 

(vi) Tax on vehicles and animals. 

(vii) Profession tax. 

(viii) Theatre tax, 

(ix) Pilgrim tax. 

(x) Haisiyat tax. 

Taxes levied by the 58 Municipalities are tabulated 


below: — 

Municipalities 

(i) General Property tax * 36 

(ii) Service tax ..... 52 

(iii) Octroi tax ..... 14, 

(iv) Terminal tax ...... 14 

(v) Toll ...... 18 

(vi) Tax on vehicles and animals . . 33 

(m) Profession ...... 23 

(viii) Theatre ...... 1 

(ix) Pilgrim ....... r 

(*) Haisiyat tax * 6 
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From the figures available in the L.S.G. Secretariat, 
the following-information in respect of all 110 munici¬ 
pal committees is given for present information : — 

Municipalities 

(; Hi) Octroi tax ..... 56 

{to) Terminal tax ...... 25 


In the Murtijapur Municipality, there is no further 
scope for increase in the house tax. The tax on cotton 
bales and bozas has registered a distinct fail due to 
diversion of cotton trade to other towns. 

In Balaghat Municipality the Haisiyat, latrine and 
terminal taxes were revised in 1945-46. Further in¬ 
crease does not seem to be feasible. 


(v) Toll 

(i vi ) Tax on vehicles 


52 

77 


The Piparia Municipality abolished Haisiyat, termi¬ 
nal and toll taxes in 1950 and introduced houses and 
octroi taxes. The loss in revenue was of the tune of 
approximately Rs. .13,000 and the gain about 
Rs. 1,00,000, 

The Darwah Municipality raised the rate of house 
tax in 1945 by 1\% and the conservancy tax in 1948 
by 4% thereby raising the income by about -Rs. 10,000 
approximately. 

Khapa Municipality raised the rate of octroi and 
toll tax in the post-war period raising the octroi reve¬ 
nue from Rs. 20,000 to Rs. 37,000. 

Multai Municipality substituted the Haisiyat tax by 
house tax in 1943-44 thus augmenting its revenue by 
Rs. 1,000. It also introduced octroi tax in 1951 and the 
vehicle and toll taxes in 1947. 

In Sohagpur the Haisiyat tax has remained constant 
for nearly 20 years. 

In Bina-Etawah Municipality the Haisiyat tax was 
raised first in 1925 but the increase during the 25 
years was for a net income of Rs. 3,000 to Rs. 8,000. 

The Digras Municipality doubled the sanitation tax 
in 1945 and raised the house tax by 2J% in 1950. 

The Achalpur City Municipality imposed cycle tax 
in 1945 and introduced house tax in 1950, raising the 
income in 1951-52 by about Rs. 6,000. 

The Khurai municipality revised the Haisiyat tax 
in the post-war period. This raised the revenue from 
this tax by about 300%. The Committee is now think¬ 
ing of replacing the Haisiyat tax by house tax in 1954. 

In Pulgaon Municipality the Haisiyat and conser¬ 
vancy taxes have shown precious little increase except 
for the fact that the population of the town increased 
after the locality by the Indian Army of a ordnance 
depot in the town. 

In Itarsi Municipality the income from all taxes save 
and except the house and octroi taxes has been with¬ 
out any appreciable changes. The increase in the in¬ 
come from house tax is due to the increase in the 
town population. The increase in the income from 
Octroi in the post-war period is due to the improved 
booking facilities by the Central Railway. The rates 
were also revised in 1947-48. The latrine tax was also 
revised 5 times since 1926, the last revision being in 

In Pandharkawada Municipality the professional and 
toll taxes have shown a distinct fall due to the diver¬ 
gence of trade to the other places. 

The Deoli Municipality raised the income from Haisi¬ 
yat tax by Rs. 4,000 on 1-4-53. 

,, Th T e T D . eul £ aon Municapality raised, in 1951-52 

the Haisiyat tax by about Rs. 4,000. There appears to 
be now no further prospects of a future increase in 
the Haisiyat tax. 

In Hoshangabad Municipality the octroi tax and the 
Conservancy tax were raised in 1948-49. In 1950-51 
house tax was imposed but later abolished as the pub¬ 
lic opposed the introduction of this tax, the town is 
not said to be prospering in the absence of electricity, 
xhere is no trade or industry thriving within the 
town limits and further increase in the present taxa¬ 
tion is not considered possible. 

mining 1 "? Mun icipality introduced octroi tax in 
1J49-50 but now considers further taxation impossible. 

rJ^L^ ara f e + ° ni Municipality has from time to time 
atri u? and conservancy taxes. It has how¬ 
ever not been able to revise the Haisiyat tax, 

^ T£ e ? etul . ■^ aza . r Municipality reports good pros- 
™P° sm S of new taxes but complains 
against irregular recovery. y 


In the Kareliganj Municipality, the income from 
terminal tax is not sufficiently large as schedule of 
leviable goods does not include many items. The muni¬ 
cipality has already doubled the professional tax. The 
Haisiyat tax still continues to be in operation because 
people appear to be opposed to the introduction of 
house tax. 

In Raipur Municipality the income from Conser¬ 
vancy, Water rate, and Octroi tax has been constantly 
increasing. Assessment of conservancy cess and water 
rate is based on rental value of buildings. Since the 
town has been growing, the number of buildings is 
also increasing and so also the demand and hence the 
rental value. Octroi tax brings nearly 2/3rd of the 
total revenue. It is levied mostly on cost of articles. 
During War period cost of articles was constantly in¬ 
creasing hence income from this source also increased. 
There are no prospects for further increase from these 
taxes. Revenue from wheel tax had been stationary 
and that from Dog tax has been falling. 

In Ambikapur Municipality the income from octroi 
tax, market dues and cattle registration fees has re¬ 
duced, by about 50% on account of the slump in the 
market. The Municipality has not levied taxes on pro¬ 
perty and services. In 1951-52, attempt was made to 
impose the taxes but there was considerable opposi¬ 
tion from the local people. 

In most municipalities the octroi tax where it has 
been levied appears to be the mainstay. Due to the 
increase in the post-war prices of houses and property 
the house tax yielded increased income. The conser¬ 
vancy taxes appear to have been revised from time to 
time by all municipalities but the gross income from 
this item does not appear to be large enough to meet 
the expenditure on sanitation and conservancy, There 
does not appear to be scope *for further increase in 
this tax. The vehicle tax is realised by the State and 
except for 3 and 4 municipalities the others do not 
appear to receive this income. 

5. In the pre-war period, i.e., up to 1939 new taxation 
does not appear to have been considered by a very 
large number of municipalities. The income, there¬ 
fore, remained very nearly static. During the war 
period, the general tendency appears to be in favour 
of mere revision of rates of assessment. This appears 
to have been due to an increase in the general cost of 
living. The taxes thus revised mostly concern property 
and marketable goods. The Haisiyat tax, the' house 
tax _ and the market dues were increased and the rate 
of increase was perhaps commensurate with the in¬ 
crease in the cost of living. No new taxation appears 
to have been introduced until after the war. A few 
municipalities, however, substituted the Haisiyat tax 
by the property tax. In the post-war period, however, 
a very large number of muincipalities introduced the 
octroi tax, as this source of income was considered to 
be very profitable and also indirect method of taxa¬ 
tion. The general tendency also now is towards sub¬ 
stituting the Haisiyat tax by the house tax. There have 
been several revisions of the conservancy taxes but 
the upper limit may be deemed to have been reached 
although the increase from this tax is well below the 
expenditure incurred on sanitation. Where the munici¬ 
palities are levying the Haisiyat tax, there is scope for 
its conversion into house tax. This source has how¬ 
ever met with opposition in at least, 2 municipalities 
of the district towns of Hoshangabad and Ambikapur. 
In towns like Hoshangabad and Balaghat there is 
scope for augmenting the municipal income from pre¬ 
sent taxation if only towns are electrified. The pre¬ 
sumption is that electricity will attract more trade and 
population to the town. At least 2 municipalities, viz., 
Achalpur and Khurai complain of the prospects of 
good collection being defeated by existence of irregu¬ 
larities in methods of collection. Town people of Am¬ 
bikapur and Hoshangabad have shown their unwilling¬ 
ness to imposition of new direct taxation. In the post¬ 
war period, it must be said, the municipalities have 
shown a definite tendency to augment the municipal 
income by imposition of new taxes and also by revi¬ 
sion of some of the existing taxation. The general 
tendency however leans towards indirect taxation 
wherever a new tax is to be imposed. This tendency 
can be attributed to the increased interest displayed 
by the town people in the local bodies after the advent 
of the independence. The tendency in favour of in¬ 
direct taxation is governed by the fact that the elected 
councillors are conscious of the people’s unwillingness 
to pay increased rates of direct taxes. 



6. Tax System — A. Corporation.-— (i) Set up at diffe¬ 
rent levels .—The administration of direct tax is done 
by departments of assessment and collections under 
the authority of Chief Executive Officer who is assist- 
ed by the assessors and Superintendent of taxes. The 
assessment is annual. The assessors are responsible 
for preparing the annual lists of .assessment and the 
Superintendent of Taxes for collections. The assessor 
is assisted by Inspectors and Overseers and the Super¬ 
intendent of Taxes by the collectors, 

(ii) The cost of collections of direct taxes works up 
to about 6J% of the totah income from direct taxes. 
The ideal figure for collection is set at 95% of the 
total demand but this percentage is not generally 
reached, as coercive measures such as cutting of 
water connection or stopping of sweeper service are 
not strictly in the interest of the general health of the 
citizens. The Nagpur Corporation mentions that no 
assistance is received from the State Government in 
administering individual taxes. 

(iii) Appeal and Revision. —Objections to the assess¬ 
ment are heard and decided by the Chief Executive 
Officer and the appeal lies to the District Court Nag¬ 
pur or the State Government whose decision is final. 

B. Municipalities. —(i) As in the case of the Corpora¬ 
tion the direct taxation is managed by the assessment 
and collection departments. In smaller municipalities 
there is no separate staff for assessment and collection, 
the .assessment being done in such cases by the col¬ 
lection departments. The assessment is triennial and 
is prepared by the assessment sub-committee of the 
municipal committee. Appeals against the assessments 
lie to the Deputy Commissioner, (Where the Haisiyat 
tax is still in operation, the assessment list is prepar¬ 
ed annually,) 

(ii) Collection and cost of collection. —The collection 
should nearly be 80% in an average municipality in 
an average year but the actual average collection is 
roughly 61%. (This is the average of 15 municipalities 
who have submitted complete reports.) Minimum col¬ 
lection is 30% (as in Pandhurna) and maximum 85% 
(as in Ghatanji). The cost of collection also should 
be an average 2£% of the tax revenue. The average 
of about 17 municipalities is roughly 11%, This is 5 
times higher than the average. The arrear collection 
is normally done through the tahsildar through co¬ 
ercive processes. This method is also not said to be 
satisfactory. Most municipalities alleged inordinate de¬ 
lays on the part of the revenue officers. The chart 
below gives the annual collection and the cost of collec¬ 
tion of some of the Municipal Committees. 


Name of M. Cs. Annual Cost of col- 

Collection lection 



i 



2 

3 

Darwah 




Per cent 

43 

Per cent 

Achalpur Civil Station . 




13 

Gurhakota 




* 40 

14 

Multai 





6 i 

Sohagpur 


* 



25 

Khurai 





20 

Pulgaon 





10 

Pandharkawada 





5 

Chanpa 





20 

Deulgaon Raja 




67-9 


Hoshangabad 




. 60 

*. 

Akot 




70 


Betul Bazar 





15 

Murtazapur 




75 

4 i 

Pauni 




66 

5 

Katol 




60 


Chikhli 




70 


Narsimhapur 




. 60 

- ■ 

Raipur 


, 


5 ° 



1 


2 

3 

Pandhurna . 


Per cent. 

30 

Per cent. 

Talhara 


75 


Malkapur 


75 

18 

Chhindwara 


* 

17 

Buldana 



3 i 

Ghatanji 


85 


Umrer 


. 

7 

Chandur Bazar 


. 

3 

Pusad 


80 

6 i 


The indirect taxes like octroi, market dues are collec¬ 
ted by the municipal inspectors under the supervision 
of the municipality. 


(iii) Efficiency of the administration, —It is known 
definitely that at least in 2 municipal committees 
Achalpur and Khurai the collection was poor owing 
to the irregularities. In general the collection of tax 
is well below the mark, This may be due to the in¬ 
adequacy of collecting staff, immaturity of the collec¬ 
tion staff and also the tendency on the part of the 
tax payers to avoid or to postpone payment of legiti¬ 
mate dues. The non issue of coercive processes is 
also another important factor. 

7. Tax evasion , etc,—Apart from the evasion of 
direct taxation there is a large tendency to avoid in¬ 
direct taxation such as octroi, market dues. In an 
average municipality 20-40% direct tax payers con¬ 
tinue to default for 6 years, deliberately or otherwise, 
which results in the amount being written off. About 
5% of taxes have to be written off in an average year 
due to the tax-payer having left the place and or 
inability of the tax-payer to pay. Evasion of octroi and 
market dues is quite rampant but it is difficult to esti¬ 
mate the percentage of the tax evaded. One method of 
evading octroi tax has already been mentioned in para 
4-A above. The octroi tax is evaded further by claim¬ 
ing that the goods are in transit. A fine example of 
how this is achieved is to be found at Rajnandgaon. 
The goods booked to and from Rajnandgaon Railway 
Station are addressed to an address in village Chikhli. 
As it happens the Railway Station Rajnandgaon is 
within 50 yards of the limits of village Chikhli. In 
fact only the Railway lands intervene between the 
Railway Station and the Chikhli village. But Chikhli 
village is not included in Rajnandgaon Municipal Com¬ 
mittee. Consequently the municipal committee is re¬ 
quired to forego or refund an amount which runs 
easily into 5 figures. Concealment of goods, taxable 
to octroi, by the Railway Passengers in their personal 
luggage in travel is another popular method, 

JANAPADA SABHA 

Trends in the budgetary position. —All the Sabhas 
came into being on 15th August, 1948 by the Central 
Provinces and Berar Local Government Act, 1948 
(XXXVIII of 1948). The sabhas are successors to both 
the district councils and local boards. The Local 
Boards were under the district councils, who alone 
were empowered to levy and assess taxes within their 
respective jurisdictions. The original 19 districts of the 
Central Provinces and Berar and Seoni, Damoh and 
Na.rsimhapur sub-divisions had each a district council. 
Besides the above 22, the independent local boards of 
Sironcha, Chhindwara and Melghat enjoyed all the 
powers of District Councils. The Local Boards num¬ 
bered 82. By the Local Government Act, 1948, these 
local bodies were scrapped, giving place to 96 indepen¬ 
dent janapada sabhas, with their own powers of taxa¬ 
tion. These Sabhas may therefore be deemed to have 
started from scratch in 1948. It is therefore difficult to 
discuss the trends in budgetary position with reference 
to the budgets prior to and during the war. 

The Janapada Sabhas depend mainly on two 
sources of revenue, namely, the cess of every rupee of 
land revenue; and the Government grants. While the 
income from the cess remains constant, the grant-in- 
aid from Government is variable. In 1948-49 the ori¬ 
ginal compulsory rate of cess at 12 pies per rupee of 
land revenue was raised to 18 pies. In addition the 
sabhas, with the sanction of the State Government, 
could levy 12 additional pies in every rupee of Land 
Revenue and rent as optional cess. Besides, the sabhas 
could also levy the special school rate. By the amend¬ 
ment Act of 1953, a cess of 30 pies, in every rupee of 
the land revenue, had been made compulsory and the 
optional cess and special school rate have been abolish¬ 
ed. 
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Relative significances , etc.—The following chart gives 
details of the total income from all sources, the tax 


revenue, grants-in-aid» and other non-tax revenues 
of 20 sabhas of the State selected at randum* 


Serial 

No. 


Name of the Sabha 





Total in- Rates & 

come from- taxes 

all sources 

Grant-in- Fees & Misc. 
aid 

1 


2 





3 

4 

5 

6 

1 

JJabalpur . 

. 





3 d 5> 8 25 

1,38,832 

90,242 

60,194 

2 

♦Darwha 






2,45,633 

19,947 

1,35,518 

32,168 

3 

tSakoli 






2,74,107 

1 > 31,953 

*> 35*739 

Nil. 

4 

JHarda 






3,42,001 

i> 4«*755 

89,540 

1,09,106 

5 

* Makapur 






. 3,06,835 

1,19,639 

1,49,294 

58,947 

6 

*Balapur . 






2,10,920 

86,626 

92,222 

59 i 

7 

♦Jalgaon 






2,31,065 

99^92 

77,453 

69,372 

8 

♦Murtizapur 






1,88,405 

8o, 112 

59,399 

47,874 

9 

t Raipur 






2,78,237 

1,34,187 

1,' 9,944 

1,24,106 

10 

fSurguja 






5 j° 5 j i 34 

86,113 

3,80,549 

56,472 

11 

IJashpur 






♦ 1,84,289 

8,964 

1,64,105 

Nil. 

12 

♦Khamgaon 






. 2,13,029 

1,03,076 

85,486 

24,467 

13 

♦Akot 






3,75,751 

1,81,658 

98,726 

17,630 

H 

JSironcha 






81,936 

11,940 

52,608 

I 7,388 

15 

JSagar 






2,90,791 

53,813 

79,462 

i, 57 , 5 i 6 

16 

JBurhanpur 






1,76,843 

87,030 

52,533 

37,280 

17 

♦Pusad 






2,12,947 

52.949 

64,994 

29,334 

18 

JSeoni Malwa 






. 1,16,093 

44,054 

44,191 

5,54i 

19 

fKorea . . 






2,64,362 

7,500 

9 , 96,655 

60,207 

20 

♦Chikhli . 






5 >° 3> 82 5 

1 , 03,833 

2 , 67,515 

32,477 

* Berar. 

fMerged States. 

JCentral Provinces, 










Average annual total income of an average sabha 
is Rs. 2 , 31 , 401 . The average annual income of an 
average sabha (based on the figures of the 20 sabhas 
above), from tax revenue inclusive of the cesses collect¬ 
ed by the State is Rs. 38 , 341 . The average grant-in-aid 
works up to Rs. 1 , 53 , 321 . The tax revenue thus froms 
34*8 per cent, of the total annual income. 

The grant-in-aid forms 47 * 6 per cent of the total income. 
The fees and miscellaneous income forms 17*5 per 
cent. In this connection, the report of the Janapada En¬ 
quiry Committee, Madhya Pradesh, may be persued, 
Chapter VI, Appendices V and VI are relevant. The 
chart given in Appendix V is reproduced briefly there¬ 
under. 




Grand Total 
of income 
of Sabhas 


Total of 
cesses 

Percentage Total of 
grants 

Percentage Total of 

Percentage 






ces 


1 . C.P, 

Janapada Sabhas 


. 1,14,88,163 


26,42,817 

23 55,78,566 

48 

32,66,780 

28*4 

2. Berar, Janapada Sabhas only 

43.98,47a 


* 4 > 37>959 

33‘5 19,38,841 

45 '* 

9,21,672 

21*4 

3 . Merged States Janapada Sabhas . 

26,41,060 


Nil. 

Nil. 23,76,874 

90 

2,64,186 

10 


Madhya Pradesh Janapada Sabhas 
(Totals of r, 52 and 3 above). 


1,84,27,695 40,80,776 


98,94,281 


53'7 44 5 5 2 ^38 


24*2 


Financial resources of the sabhas are inadequate. In 
the Janapada Sabhas of the Central Provinces dis¬ 
tricts, the expenditure exceeds the income. In the 
Berar districts, the total income shows a slight surplus 
over the expenditure. In the merged states the sabhas 
began from a scratch and had no assets to constitute 
the Janapada funds. These sabhas are therefore mainly 
the dependent on grants-in-aids. This generalisation is 
based on the reports of the 44 sabhas on hand 
and is also supported by the Janapada Enquiry Com¬ 
mittee Report. 

Principal Sources of Income .—A (i) Compulsory cess 
(excepting Sabhas of the merged States). (ii) Mar¬ 
ket fees, (iii) Cattle pound fees, (iv) Taxes and 
tolls under sections 89 and 90 of Local Government 
Act. 1948, (v) Rents and profits from extra—Municipal 
Nazul, (vi) Percentage of Land revenue, (vii) contri¬ 
butions from the Government and Municipal Commit¬ 
tees. 


Reports of 44 Sabhas have been received showing how 
taxes, rates and fees are imposed by them. 

N umber of Sabhas 


(i) Cess ..... 

(iB Market Rates. 

(iii) Other taxes. .... 

(iv) General Property Tax fMurtizapur, 

Baihar and Lakhnadon^ 

(v) Terminal Tax (Raipur & Gondia). 

(vi) Tolls ..... 

(vii) Taxes on goods and passengers, etc 
(viii) Vehicle Tax. .... 

(ix) Professional tax. (Jabalpur, Narsim- 

hapur, Warora, Murtizapur, Sihora) 

(x) Pilgrim Tax (Kelapur) 


34 

22 

16 

3 

2 

9 

3 

8 

5 

I 
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Compulsory cess. —There have been considerable short 
collections under this head prior to 1950, At the incep¬ 
tion of the Sabhas in 1948, the compulsory cess of 12 
pies was enhanced to 18 pies, besides the autho¬ 
rity to levy optional cess of 12 additional pies per rupee 
of the Land revenue or rent. The collections under 
this head improved after the issue of instructions by 
the State Government in 1950, At least 22 Janapada 
Sabhas of Central Provinces Districts showed unwil¬ 
lingness to impose the additional cess of 12 pies. The 
Janapada Enquiry Committee recommended that the 
additional cess be merged with the compulsory cess 
and a combined cess of 30 pies per rupee be levied. 
This xeform has been brought into effect by the Local 
Government 3rd Amendment Act of 1953, 

Special School Rate ,—About 55 Janapada Sabhas in 
the State have imposed the special school rate. The 
unwillingness of the sabhas to explore this source is 
attributed to the complicated procedure laid down for 
assessment and recovery. The assessment had to be 
made over a very large number of persons, the 
amounts realised were very small and village agency 
for collection was unequal to the task. This has been 
abolished by the Local Government 3rd Amendment 
Act of 1953. 

Markets. —The present total number of Janapada 
markets in the State is 3,200, yielding an income of 
Rs. 11 lacs approximately to the Janapada funds. Be¬ 
sides the above markets several private ex-markets 
exist, but their management is not wholly with the 
sabhas. 

There is a growing tendency on the part of the gram 
panchayats to claim the management and appropria¬ 
tion of the markets, falling within their limits. The 3rd 
Amendment Act makes a provision for sharing the in¬ 
come from market rates by the Sabha and the Pan¬ 
chayats by mutual agreement. The present number of 
Gram Panchayats in the whole State is in the vicinity 
of 6,800, under the 5 year plan, 17,000 panchayats are 
scheduled to be established. When this reform is im¬ 
plemented, the Janapada Sabhas' income from this 
source will fall considerably. 

Cattle Pounds charges ,—The total number of cattle 
pounds in the State is in the vicinity of 2,400, The 
working of cattle pounds has been under severe criti¬ 
cism for some time. Perhaps the income will rise if 
the management improves. The contributions from 
Municipal Committees to the Janapada fund are con¬ 
templated by section 76 of Local Government Act, 
1948. But at present, the Municipal Committee either 
make no general contribution to the Janapada fund or 
make petty grants. It will perhaps be very difficult for 
the Municipal Committees with their petty revenues, 
to make any regular or larger contributions to the 
Janapada funds. 


Shares of Land Revenue cmd Grants-in-aid 

Share of Land Revenue. —Government have now re¬ 
solved on the recommendation of the Janapada En¬ 
quiry Committees' Report to give the Sabhas a share 
of Land Revenue at 5% of the annual demand in 
each year. This amount will give the sabhas the much 
needed relief. 


GrantsAn-aid. —In persuance of its present policy of 
conducting primary education through the medium of 
Local Bodies, the Government have decided to meet 
75 % of the expenditure on primary education in areas 
other than the scheduled and backward areas. In 
Backward areas, Government will bear 90% of this 
expenditure and in tribal areas the Tribal Welfare 
Department will take over all Janapada and Forest 
Schools. Further, the Government has also now re¬ 
solved to give subventions to the financially weak 
Janapada Sabhas. 

In the matter of dispensaries the Government has 
resolved to make liberal grants to equip them and also 
to keep enough stocks. The full cost of serum and 
medicines in Veterinary dispensaries, will be borne by 
the Government. 


In addition to the above grants, the Government will 
continue to give the general purposes grant on the 
population-cum-extent of area basis. 


The only item of tax revenue is the cess. Until the 
passage of the 3rd Amendment Act, the Janapada 
Sabhas could levy besides the compulsory cess of 18 
pies, an additional cess of 12 pies and the optional 
special school rate. The unwillingness of the sabhas to 
exploit this source of income has already been discus¬ 
sed in paragraph 4 above. With the compulsory levy 
of 30 pies from 1953 this option has been taken away, 
Sabhas like Patan, Jabalpur, Katol, Bilaspur, Bhanda- 
ra and Gondia had imposed, vehicle tax, Bidi tax, tax 
on manufacture of bricks, quarrying soap stones, 
tendu leaves, and octroi tax. The levy of tax on manu¬ 
facture of bricks, quarrying soap stones and on bidi 
and tendu leaves have been discontinued as these 
could not be imposed under the Constitution. 

Administration of Taxes , etc.—The collection of cess 
inclusive of the Special School Rate and the optional 
cess is done by the revenue authorities through the 
village officers, who get 5% commission as collection 
charges. The Sabhas are not required to entertain 
their own staff for the collection of cesses. Arrears of 
cess are collected as arrears of land revenue by the 
Revenue Officers. The right to collect market rates in 
the Janapada market is generally auctioned annually. 
In Janapada Sabha, Wardha the collection of rates 
during the annual fairs is done departmentally. As in 
the case of markets the collection at the cattle pounds 
is done through contractors, who take the contract in 
auction. 


Evasion of Tax f etc. —Generally speaking the sabhas 
incur no expenditure on collection of tax revenue and 
non-tax revenue. There is very little chance thus of 
evasion of taxes. Only rate that is attempted to be 
evaded is the vehicle tax, which is collected on bullock 
carts possessed by the non-agriculturists. The tax is 
sought to be evaded by passing of the cart as that 
belonging to agriculturists. 


This is an interim report based on the report of 44 
Janapada Sabhas. A detailed report based on the re¬ 
ports of all Janapada Sabhas will follow. 
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MEMORANDUM III 

SECTION I 

General Note on land revenue 


(Please see Appendix III) 


Before World War II, the main industry in Madhya 
Pradesh was agriculture. Naturally* the main source of 
State revenue was land revenue which formed about 
53% of the State revenue of about four crores. During 
the war and up to 1945-46, the position of land reve¬ 
nue remained unchanged though the State revenue 
from sources such as forest and minerals increased to 
some extent on account of increased exploitation of 
forest produce and mineral wealth during the war 
period. From 1946-47 onwards, land revenue has in¬ 
creased in various ways but the other items of State 
revenue out-stripped land revenue. The main reasons 
for increase in land revenue were: (i) revocation of 
land revenue exemptions in the form of muafls etc* 
(ii) increase of Government’s share of malguzari assets 
from 50 to 75%, and (iii) the recent abolition of 
zamindari system whereby the entire amount of rents 
coljected by the ex-zamindars is now credited in 
Government treasury as land revenue. The increased 
land revenue is now about Rs, 4 crores. This* however, 
forms about one fifth of the total State revenue* the 
other main item of State revenue being Sales Tax. 
There has been np rise in land revenue assessed in 
comparison to the rise in the prices of agricultural 
commodities for the reason that there have been no 
settlements for the last more than 30 years. The ques¬ 
tion of taking up settlements is now under the con¬ 
sideration of Government. 


2. A major portion of land revenue is comprised of 
rent on agricultural land. Demand from fluctuating 
and other collections is small. There are at present 
three types of tenures and tenancies under which land 
is mostly held. 

(i) Plot proprietors, 

(ii) Occupancy tenants. 

(iii) Sub-tenancies/lessees. 


From the point of view of cropping, the State can 
roughly be divided into three zones, 

(a) rice zone comprising of the eastern and central 
Madhya Pradesh* 

(b) wheat zone comprising of the northern 
Madhya Pradesh, 

(c) cotton and juar zone comprising of the wes¬ 
tern Madhya Pradesh. 


3. The main features of the Land Revenue Act of 
the State are as below: 

With the abolition of the zamindari system, inter¬ 
mediaries in land have been eliminated and the State 
deals directly with the holders of land. All land is 
liable for payment of land revenue which is fixed at 
the time of the settlement in accordance with prescrib¬ 
ed principles. Revenue Officers are authorised to col¬ 
lect land revenue and recover it if necessary by coer¬ 
cive processes. Besides assessment of land revenue* 
records are prepared at the time of settlement to show 
the ownership of persons on land and these records 
are kept up-to-date from year to year by land record 
staff. The management of villages in various matters 
such as grazing and forest area, abadi land* land 
available for cultivation, etc. is done by revenue offi¬ 
cers with the help of patels appointed for each village. 
Ryots have rights of restricted transfer. Orders in 
matters arising under the Act are subject to appeals 
and revisions by competent revenue officers of diffe¬ 
rent grades. In Berar there has been the ryotwari 
system of land tenure akin to that prevailing in Bom¬ 
bay. Under the M. P. Abolition of Proprietary Rights 
Act 1950, the ex-proprietors were entitled to compen¬ 
sation. Petty proprietors were also granted rehabilita* 
tion grants in addition. Compensation was fixed at 10 
times the net profit from the village and rehabilitation 
grant up to a maximum Es. 240 in each individual 
case. The total amount of compensation payable by 
the State was Rs. 480 lakhs and rehabilitation grant 
Rs. 9 lakhs. 

4. Some lands will be available for cultivation after 
taking into account the needs of nistar of villages. 
The policy is to make such surplus lands available to 
landless labourers for cultivation on full assessment. 

5. Suspension and remission of land revenue is 
granted in the event of widespread calamities such as 
famine, drought and general failure of crops or local 
calamities such as are occasioned by hail* floods, 
locusts or similar visitations. In the case of widespread 
calamities, relief is generally given in the shape of 
suspension, and in the case of local calamities, remis¬ 
sion of land revenue is generally allowed. Revenue and 
land records staff conduct crop enquires to determine 
the extent of damage taking normal crop as 13 1/3 
annas. Half suspension is allowed if the outturn of 
crops is six annas and full suspension if it is less than 
four annas. If the previous revenue history of a village 
is bad, half suspension is allowed for outturn below 
eight annas and full suspension for outturn below six 
annas. When there is succession of bad crops, the sus¬ 
pended amount is written off. 


Irrigation is mostly confined to rice zone. The main 
commercial crop sown is cotton. Area under garden 
crop has been steadily increasing, the main garden 
crop being orange. Garden crop is mostly to be found 
in the central part of the State. Classification by areas 
of the types of tenures, tenancies and crops is as 
below : — 


Tenures Acres 

Area held by plot proprietors in Gentral Provinces about 45 lakhs 


Area held by occupants in Berar . 

Tenancies 


about 80 lakhs 

Area held by occupancy tenants . 


• 1.91,98,320 

Area held by sub-tenants 

- 

14,00,000 

Area held by lessees . . 

Crops 

* 

20,03,600 

Area under rice— (a) irrigated 


16,33,561 

(b) unirrigated 


73,36,014 

Area under wheat .... 


28,00,661 

Area under cotton .... 


• * 32,96,567 

Area under juar . » . * 

t 

, 48,18,422 


During the last few years there have been a number 
of crop failures and relief by way of suspension and 
remission of land revenue has been granted liberally. 

6 . The work of village administration at village 
level is entrusted to Patels. Their main duty is collec¬ 
tion of land revenue. They are assisted by Patwaris 
who are village accountants and responsible for main¬ 
tenance of the village land records. A patwari is in 
charge of a group of villages, generally 5 to 10. About 
100 villages constitute a Revenue Inspector’s circle, in 
charge of a Revenue Inspector who has to supervise 
the work of patwaris in his charge. There are about 4 
to 5 Revenue Inspectors' circles in a tahsil in charge 
of a Tahsildar who is assisted by 3 to 5 Nalb 
Tahsildars, 4 to 6 Tahsils constitute a district. 
The Deputy Commissioner is in charge of a district. 
He is assisted by 5 to 8 Extra-Assistant Commissioners. 
2 or 3 of these assistants known as Sub-Divisional Offi¬ 
cers are in charge of 1 or 2 tahsils. The remaining 
assistants do other work such as the work of Treasury 
magisterial work, Food and Civil Supplies & other 
administrative work. The Deputy Commissioner is also 
assisted by a Superintendent of Land Records who has 
to supervise the land records work in a district. Com¬ 
missioners’ posts have been abolished with effect from 
the 1st November, 1948, Two charts showing the Ad- 
mimtsartive and Departmental Organisation and Judi¬ 
cial organisation are enclosed. 

Besides the work of revenue administration, Revenue 
Officers do revenue judicial work. Deputy Commis¬ 
sioners and Sub-Divisional Officers decide appeals 
against the orders of their subordinate revenue offi¬ 
cers, The Board of Revenue is the highest appellate 
authority. Recently, the Board of Revenue has been 
entrusted with the work of inspection of the offices 
of Deputy Commissioners and Tahsildas, 


m 



Patels are elected by the villagers of a village. On 
account of the abolition of zamindari, the duties of 
revenue staff have increased because they have now 
to deal directly with the raiyats and their responsibi¬ 
lity in the matter of land revenue collection, village 
administration and general welfare of villagers, has 
increased. The cost of administration has increased to 
a considerable extent. The elected patels are finding 
some difficulty in making collections. It is, however, 
expected that after some time, these difficulties which 
are bound to occur in the earlier stages of any land 
reform will gradually disappear. 

On account of the abolition of zamindari, it is 
expected that there would be an increase of about 
Rs. 52 lakhs in rent and revenue and an increase of 
about Rs. 40 lakhs in income from other miscellaneous 
sources such as forest, etc. The State, however, will 
have to incur an additional annual recurring expendi¬ 
ture of about Rs, 117 lakhs on account of the collec¬ 


tion of land revenue and additional staff and other 
matters. Thus, there is at present no significant finan¬ 
cial gain to Government as a result of the abolition of 
zamindari system. 


In recent years, the figure of arrears of land revenue 
has increased as compared to pre-1947 years. This is 
due to several factors. The main reasons are : — 


(i) there has been a successive failure of crops dur¬ 
ing the last few years necessitating liberal grant of 
suspension of land revenue, and 

(ii) revenue officers have not been able to pay suffi¬ 
cient attention to the work of land revenue collection 
because of their being preoccupied with other urgent 
administrative duties. Statement showing demand col¬ 
lection, suspension of land revenue is enclosed. 



Administrative and Departmental Organisation of the Revenue Department, Madhya Pradesh 
The Governor in Council 
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The judicial organisation of the Revenue Courts in the 
Madhya Pradesh . 

Board of Revenue (being the highest Court of appeal 
on revenue side in the state. Deputy Commissioner 


(being the highest revenue court for a district can hear 
appeals against Sub-Divisional Officer's and Tahsildar’s 
orders). 

Sub-Divisional Officer (with powers of appeal against 
orders of Tahsildars and Naib Tahsildars). Tahsildars 
and Naib Tahsildars (revenue courts in a district). 


STATEMENT 




Demand 



s 

Collection 


Suspension 


Remission 

Fixed 

Fluctuating 

Miscdlanoeus 

Fixed 

Fluctuating 

Miscellaneous 

Fixed 

Fluctuating Miscel¬ 
laneous 

Fixed Fluctuating Miscel¬ 
laneous 

1937-38 

. 2.23,72,484 

5,64,554 

8,26,340 

1,98,61,533 

5,34,222 

7,95,926 

2,45,984 

2,450 

1,17,448 

6,386 

1938-39 

2,21,16,691 

5,56,891 

7,49,057 

1,70,18,911 

5,29,033 

8,29,481 

23,35,556 

19,627 

1,77,884 

9,022 

1939-40 

2,21,99,262 

5,57,745 

8,30,619 

2,05,80,523 

5,32,658 

9,23,257 

5,99,670 

40,899 

22,506 

3,685 

1940*41 

2,20,89,771 

5,63,842 

8,01,499 

1,98,01,898 

4,96,857 

8,89,572 

16,53,852 

88,308 

1,04,413 

5.366 

J 941-42 

: . 2,20,56,44,2 

5,91,367 

8,65,008 

1,89,43,604 

4,29,266 

9,49,340 

31,76,827 

1,83,933 

6,93,385 

6,854 

1942-43 

. 2,23,93,548 

5.92,308 

8,08,234 

2,18,90,525 

6,05,972 

8,74,839 

69,706 

4,366 

54,857 

3,083 

1943-44 

2,24,98,287 

5,99*862 

9,68,462 

2,i7,93U94 

6,11,179 

10,47,553 

4,29> 0 9i 

14,284 

M3,485 

3,001 

1944-45 

2,25,08,267 

6,00,480 

11,03,869 

2,23,37,063 

6,57,175 

ii, 93,542 

57,265 

305 

7.058 

1,240 

1945-48 

. 2,25,17,751 

5,95,125 

14,04,635 

2,24,21,053 

6,59,094 

14,95,015 

4,836 


7,630 

840 

1946-47 

. . 2,25,23,487 

5,86,498 

12,58,115 

1,75,23,882 

5,50,922 

13,34,298 

7,642 

2,720 

41,89,338 

84,032 

1947-48 

. . 2,79,81,911 

5,93,94i 

14,01,781 

2,69,69,662 

6, ii, 485 

14,79,362 

3,03,362 

34 

43,7or 

1,498 

1948-49 

3*12,11,430 

6,17,823 

31,02,022 

2,87,41,258 

6,24,158 

31,88,351 

4,89,010 

43,6.37 

2.16,131 

173 

1949-50 

. 3,14,93,213 

6,19,935 

35,09,337 

2,90,62,623 

6,50,767 

36,69,790 

1,57,161 

1,539 

4,5L338 

171 

1950-51 

• 3,23,92,131 

37,30,433 

49,02,706 

2,62,94,262 

14,70,740 

49,37,222 

22,10,610 

98,185 

30,764 

300 


A Note on Land Policy of Government of Madhya 
Pradesh 

The Government of the State of Madhya Pradesh 
have adopted a policy of progressive reforms m land 
tenure. Their aim has been to bring the cultivators in 
direct relationship with the State and to give fixity of 
tenure to the actual cultivator in the land in cases in 
which this tenure was insecure. To this end, a num¬ 
ber of laws modifying the land tenure system have 
been enacted from time to time. 


The abolition of rights of intermediaries, malguzari and 
zamindari system 

2. The C.P. and Berar Legislative Assembly passed 
a resolution on the 3rd September, 1946, tor the eli¬ 
mination of intermediaries between the State and the 
peasants. In pursuance of that resolution a Bill was 
introduced in the C. P. and Berar Legislative Assem¬ 
bly on 11th October 1949. It was passed into Law on 
the 5th April 1950 and received the assent of the Pre¬ 
sident on 22nd January 1951. It was published in the 
Madhya Pradesh Gazette dated the 26th January 1951 
as ‘Madhya Pradesh Abolition of Proprietary Rights 
(Estates, Mahals, Alienated Lands) Act, 1950, a noti¬ 
fication was issued by Government on 27th January 
1951 fixing 14th March 1951 in respect of area known 
as Berar and 31st March 1951 in respect of other areas 
as the dates on which all proprietary rights in estates, 
mahals, alienated villages and alienated lands passed 
from the proprietor and vested in the State Govern¬ 
ment. Proprietary rights in about 43,000 villages vest¬ 
ed in the State Government by 31st March 1951. In 
two cases, however, an interim stay was granted by 
the Supreme Court of India, but these orders were 
vacated subsequently. Thus the rights of intermedia¬ 
ries, e.g. zamindari, malguzars, Jagirdars, izardars and 
mauftdars were abolished in this State on 31st March 
1951. The change has brought cultivators in direct con¬ 
tact with Government and paved the way for a more 
vigorous village life and adoption of improved methods 
of farming. This measure, it is expected, will, m the 
long run, lead to the economic betterment of the peo¬ 
ple in the rural areas. 

3 Under the Act, barring home farm and home 
stead with appurtenant land of intermediaries, all the 
rights including rights in land, forest, trees, fisheries, 
wells, tanks and ponds (other than private wells and 
tanks and ponds), water channels, pathways, village 
sites hats, bazars and rights in minerals vested m the 
State Government. The ex-proprietors have been allow¬ 
ed to retain all land under their personal cultivation 
mostly in plot-proprietary rights. The tenants have 
been allowed to retain land in the same tenure in which 
they had held it previously, but they have been offered 


facilities to acquire plot-proprietary rights on payment 
of a nominal premium. 

4 . Under the scheme envisaged in the Madhya Pra¬ 
desh Abolition of Proprietary Rights Act, the ex-pro¬ 
prietors were entitled to compensation and petty pro¬ 
prietors were also to be granted rehabilitation grant 
in addition. The secured debts owned by the ex-pro- 
prietors have also been scaled down. The scheme has 
been fully implemented. The amount of compensation 
and rehabilitation grant payable to proprietors 
amounted to : — 

(Rupees in lakhs) 

Compensation .. ... . . .. . . 480 
Rehabilitation Grant .. .. .. . . 9 

Total .. 489 

The rehabilitation grant was payable immediately and 
the compensation in cash in instalments not exceeding 
8 . Petty proprietors whose compensation does not 
exceed Rs. 174 were paid in one instalment. Bigger 
proprietors are being paid in 8 annual instalments, but 
the first instalment was an amount equal to 33% of 
the total amount due. 

5. The amount of compensation is being paid from 
the State revenues. It is expected that there 
would be an increase of about 52 lakhs in rent and 
revenue and an increase of about 40 lacs from other 
miscellaneous sources as a result of the abolition of 
rights of intermediaries. Government have, however, 4 
to incur additional annual recurring expenditure of 
about Rs. 117 lacs over collection of land revenue and 
additional staff and on other matters. Thus, there is 
at present no significant financial gain to Government. 
The measure was primarily meant to remove the 
over-lordship of malguzars and zamindars and that 
object has been achieved. 

Rural administration 

6 . Village management .—Village Administration is 
being run by patels after the abolition of the malgu¬ 
zari system. The principle of election has been adopted 
for making the appointments of patels. New patels 
have had no experience of village management, and 
there have been some complaints of a general nature 
during the transitional period. A manual containing 
the instructions for the guidance of Patels has, how¬ 
ever, been printed and supplied to them. It is expect¬ 
ed that by constant supervision it would be possible 
to make them efficient village officials. Government 
have also made provisions for the entrusting of village 
administration, including collection of Government 
dues to Gram Panchayats. Government are contem¬ 
plating the appointment of Village Councils for the 
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administration of villages. No final decision has, how¬ 
ever, been reached. 

7. Nistar. —This relates to customary rights of agri¬ 
culturists in village customs e.g. grazing, fuel, thorns, 
fruits from forests, timber and wood for agricultural 
implements, etc. A large area of forests in former 
malguzari and zamindari villages has vested in the 
State Government under the Madhya Pradesh Aboli¬ 
tion of Proprietary Rights Act. Bigger and important 
blocks of about 4000 acres have been transferred to 
the Forest Department of the State for management 
and the smaller village forests are being managed by 
the officers of the Revenue Department through patels. 
Government have directed that the nistar of villagers 
should be maintained in accordance with the old cus¬ 
tom in all the village forests, both under the manage¬ 
ment of Forest Department and under the manage¬ 
ment of Revenue Department, With a view to regulat¬ 
ing the nistar demands of villagers consistently with 
the proper conservation of forests. Government have 
appointed a special organisation of Nistar Officers to fix 
the quantum of nistar etc. to be allowed to the villa¬ 
gers. There are certain villages in which the nistar 
area is deficit and in such cases it is contemplated 
that the residents of these villages should be allowed 
nistar in neighbouring surplus villages. After the 
settlement of these problems it is intended that the 
administration of the nistari forests should be entrusted 
to the Gram Panchayats or to the Village Councils, as 
the case may be. Any forests considered surplus to the 
demand of the villagers will be conserved as Govern¬ 
ment forests. It is also contemplated that certain areas 
should be reserved as fodder and fuel reserve in the 
villages so that the villagers can take material on 
payment. Income from such sources will be utilized 
for the improvement of the villages concerned. 

8 . Village roads, —Government have framed rules for 
the removal of encroachment on existing village 
roads and their proper maintenance. A scheme for con¬ 
struction of new village roads has been put into opera¬ 
tion, under the scheme village roads will be connected 
to the main roads in village with population of 500 
and more. Government have sanctioned an allotment 
of Rs. 1 lac for every district for 3 years, i.e, 1952-53, 
1953-54 and 1954-55, for the construction of new village 
roads. 

9. Non-lapsing Village Development Fund.—Govern¬ 
ment have created a special fund for the improvement 
of villages to which 5% of land revenue will be cre¬ 
dited and the amount will be utilized for providing 
amenities to the villagers. 

10 . Holders of land. —Land tenures in this State can 
broadly be classified in 3 categories : — 

(i) Cultivators having full ownership and transfer¬ 

able rights; 

(ii) Cultivators having ownership but restricted 

rights of transfers; and 

(iii) Sub-tenants who are largely tenants at will. 

The cultivators falling in the first category mostly exist 
in the area known as Berar. In C.P, and the merged 
territories land held by ex-proprietor as home farm 
has also been settled with them in malik mazbuza ten¬ 
ure falling in category (i). The cultivators coming in 
the second category are those known as occupancy ten¬ 
ants, raiyats or tenants who have heritable rights in 
the land and have rights to improve it. The cultivators 
of the second category have been allowed to acquire 
the rights of the first category on payment of premium 
at an amount ranging between 2 and 5 times of rent 
payable by them. 

Annual leasing and sub-tenancy are not practised on 
any large scale in the old Central Provinces and merg¬ 
ed territories. The small amount of sub-leasing does 
not therefore raise any basic problem. Even then habi¬ 
tual subletting has been penalised in the 'Central 
Provinces’. In the Central Provinces if tenants and 
malik-makbuzas etc. sublet their holdings for a 
period of 7 years in a consecutive period of 10 years, 
the sub-tenant is declared as an occupancy tenant of 
land by a Revenue Officer. The right of the tenant 
from whom such tenants hold land are abolished and 
the sub-tenant becomes the tenant of the State. The 
occupancy tenants of malik-makbuza, however, re¬ 
main tenant of the malik-makbuza. Facilities have 
been afforded to him to acquired the malik-makbuza 
rights on payment of premium to his landlord at 
12 £ times the rent of the holding, 

11. In Berar there is a large volume of leasing of 
land and sub-tenancy and the number of persons cul¬ 
tivating land which they do not own is considerable. 
Lessees and ordinary tenants holding leases etc. for 10 
years have been declared as permanent tenants, vide 
Berar Alienated Villages Tenancy Law Amendment Act 


1950. The raiyatwari tenure in Berar has been on the 
lines of the Bombay system. The holders of land in 
this area have transferable rights over their land and 
this has resulted in the gradual accumulation of large 
areas of land in the Hands of non-agriculturists, espe¬ 
cially the money-lending classes. Certain evils such as 
absentee landlordism, habitual subleting of land and 
reckrenting came in the wake of large accumulation of 
land. To stop these evils, a measure called the Berar 
Regulation of Agricultural Leases Act, 1951 was enact¬ 
ed. The Act was brought into force on the 15th Novem¬ 
ber 1951. The important provisions of this act are : — 

(i) ' A lease of land in the agricultural year 1951-52 

will entitle the lessee to become a ‘Protected 
lessee’ for not less than five years; 

(ii) No lease would be valid for a period of less 

than five years and leases for less periods will 
be deemed to be for a period of five years; 

(iii) A protected lessee will have the option of get¬ 
ting his lease renewed from time to time for 
a period of five years; 

(iv) Protected status will not accrue in the ease 

of a lease granted by Government/ local 
authority, Co-operative Society, person un¬ 
der disability or in compliance with the pro¬ 
visions of the Central Provinces and Berar 
Cultivation of Fallow Land Act, 1948; 

(v) A protected lessee can surrender his land to 
the landholder; but he cannot transfer by sale, 
gift or mortgage. The right of the protected 
lessee can however be transferred or sold to 
secure payment of Government taccavi or 
advance made by a Co-operative Society, No 
order can otherwise be passed for sale of the 
right of a protected lessee; 

(vi) A lease of a protected lessee cannot be ter¬ 
minated unless the lessee fails to pay the lease 
money or does an act injurious to the land 
or diverts it to non-agricultural purpose; or 

(vi) transfers his interest in the land or keeps the 
land fallow; 

(vii) A land holder has the right to terminate the 
lease for (a) personal cultivation if he has less 
than 50 acres of land and (b) any non-agricul¬ 
tural use for his own purpose; 

(viii) Reasonable lease money can be determined 
on the basis of certain broad principles by a 
Revenue Officer on the application of the 
lessee or the landholder; 

(ix) Jurisdiction of Civil Court has been barred in 
respect of matters which are to be determin¬ 
ed by Revenue Officers. 

Government are considering the question of fixation 
of a reasonable figure or amount as maximum rent 
payable by protected lessees in Berar, This Govern¬ 
ment were advised by the Government of India vide 
Ministry of Home Affairs’ letter No, 17/36/50-Judicial 
dated the 8th February 1951, that any provisions which 
purported to give a protected lessee the right to pur¬ 
chase land compulsorily from his landlord at a price 
which need not be the market price of the land would 
be ultra vires of the Constitution. It has, therefore, 
not been possible to make any provision on this point. 
If Government of India can suggest any way out the 
State Government would consider the question of un¬ 
dertaking necessary legislation. 

On the integration of the States with this province 
the land laws prevalent in various States were inves¬ 
tigated. It was found that raiyats and tenants were 
greatly handicapped by the prevailing restrictions on 
inheritance and transfer of land. In order to improve 
the lot of cultivating classes and liberalising the 
rights of raiyats and tenants in the State areas on the 
lines of occupancy tenants in the Central Provinces, the 
C. P. States Land Tenure Order, 1949, was promulgat¬ 
ed. Under this Order, heritable and transferable 
rights were conferred on raiyats and tenants in their 
holdings. 

12. Raiyats in Raiyatwari villages of the State Gov¬ 
ernment, —In raiyatwari villages in the Central Pro¬ 
vinces a raiyat was liable to be ejected from a survey 
No. for arrears of land revenue and had no right to 
mortgage his survey No. as security for obtaining tac¬ 
cavi. Central Provinces Land Revenue Amendment 
Act, 1948, was amended and provision was made 
authorising the sale of survey Nos. for the recovery of 
arrears of land revenue and hypothecation and sale of 
survey No, for taccavi loan and advances made by Co¬ 
operative Societies. 

13. Allotment of land to landless labourers and 
petty cultivators.—A large area of land came to be 
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vested in the State Government under the Madhya 
Pradesh Abolition of Proprietary Rights Act, Govern¬ 
ment have also lands in former raiyatwari villages. 
Government have provisionally decided that land fit 
for cultivation should be granted only to landless 
labourers or petty cultivators or Co-operative Societies 
of landless labourers and petty cultivators. The terms 
and conditions for the grant of land are however, still 
under the consideration of the State Government. 

14. Ceiling of land holding by individuals. —No up¬ 
per limit to the amount of land that can be held by 
the individual holder has so far been prescribed in this 
State. In Berar, however, the Berar Regulation of Agri¬ 
cultural Leases Act provides that a landholder can 
terminated the lease of a protected lessee if the former 
wants the land for personal cultivation and the area 
of the land in respect of which the lease is proposed 
to be terminated together with the area of the land in 
possession of the landholder does not exceed 50 acres. 
Indirectly, therefore, a ceiling of 50 acres has come to 
be fixed for personal cultivation. It is in respect of 
50 acres only that protected rights to a lessee will not 
accrue in case the landholder wished to take up per¬ 
sonal cultivation. 

15. Minimum holding. —In the Central Provinces 
Tenancy Act, there is a provision under which the 
Revenue Officer can decline partition of holdings if 
the partition involves formation of holdings of less 
than 10 acres. Experience of this provision, however, 
is that it has been ineffective. Generally, the co-ten¬ 
ants partition holding privately and cultivate their 
shares according to the private partition. 

16. Consolidation of holdings. —While the operation 
of Hindu and Mohammedan Laws tends everywhere 
towards the Sub-division of holdings, the evil of frag¬ 
mentation was more serious in the area known as 
Chhattisgarh in this State where owing to the evil 
effects of an obsolete practice of ‘Lakhabhata* holdings 
of land were equalised by periodical distribution of 
fields in the village so as to ensure that each cultiva¬ 
tor got his share of the different kinds of land. The 
result was that holding of one cultivator in the Chhat¬ 
tisgarh was distributed all over the village in small 
plots of land. This extreme fragmentation of holding 
prevented economic development of the cultivation. 
With a view to provide for the consolidation of the 
scattered holdings, the Central 'Provinces Consolidation 
of Holdings Act, 1928, was enacted in 1928. This act 
primarily applied to the rice tracts of Chhattisgarh 
area but could be extended to the other areas. This 
has since been extended to other areas where lands 
have been tractor-ploughed recently. Under the Scheme 
Consolidation proceedings can be started on the appli¬ 
cation of not less than £ of the holders of land in the 
village or persons holdings §rd of the occupied area of 
the village. So far an area of 26,13,773 acres has been 
consolidated under that Act. 

17. Bhudan Yagna .—In order to facilitate the acti¬ 
vity in connection with the Bhudan Yagna initiated by 
Shri Acharya Vinoba Bhave and to provide for the 
constitution of a Bhudan Board, the distribution of 
lands received in donation to landless persons and to 
provide for other connected matters, the State Legis¬ 
lature has passed the Madhya Pradesh Bhudan Yagna 
Bill, 1953 (No. 32 of 1953) in its Budget Session during 
February and March 1953. The Bill is now become 
Law. The Act is intended to simplify the mode of 
transfer of land donated under the Scheme. 

18. Consolidation of land tau>s f —For about half a 
century different systems of land tenures have prevail¬ 
ed in the Central Provinces and Berar. With the mer¬ 
ger of the States in 1948 a further variety of tenures 
came to be introduced. On the abolition of proprietary 
rights all lands are now directly held by tenants from 
the State Government. A stage has, therefore, reached 
when the diverse systems of land tenure should be 
unified as fas as possible. A Bill to consolidate all the 
laws was introduced in the Legislative Assembly in 
the Budget Session of 1953 and has been published for 
public opinion. 

Variations of Assessment 

2 . B. The last round of settlements in this State 
took place from 1910 to 1932. 

No settlements have taken place thereafter. Settle¬ 
ments which had become due were not taken up. 
Notable variations have occurred in assessment after 
settlements on accounts of the following reasons ; 

(1) Revision of assessment of agricultural land diver¬ 
ted to non-agricultural purposes. 

In districts and on occasions where the areas to be 
assessed were not large, the assessment was revived by 


the Deputy Commissioner with the help of the regular 
staff. In other cases where large areas were to be assess¬ 
ed, special staff was appointed. The years in which 
special staff was appointed, the areas assessed by 
them and the increase in land revenue realised are 
given below : — 


Year 

District 

Area 

Increase by 
renewal 
(approxi¬ 
mate) 



Acres 

Rs. 

1946-48 . 

. Jabalpur 

3f>4* 24 

>5.728 

1948-50 . 

Bilaspur 

866-6i 

55.628 

1949-50 ■ 

Balaghat 

308*00 

>5.003 

*949-51 

Bhandara 

235’00 

32,663 

(2) Revision 

of ground rent of 

nazul land held on 


permanent leases, which became due for revision. 

In districts, where the work involved is small, it is 
done by the Deputy Commissioners. In other places, 
special staff is appointed. 

Details of increase in ground rent due to these 
operations are not available. 

(3) The Central Provinces Revision of the Land 
Revenue of Mahals Act, 1947 and the Central Pro¬ 
vinces Revision of the Land Revenue of Estates Act, 
1947. 


By these acts the percentage of the assets of the 
mahal or estate which was payable to Government as 
land revenue was raised in the case of mahals from 
50 per cent to 75 per cent and in the case of estates 
to specified amounts fixed under the relevant act, The 
total increase in land revenue accrued on account of 
these legislative measures was Rs. 51,49,936-8-0 on 
account of the Revision of the Land Revenue of 
Mahals Act and Rs, 4,46,574-6-0 on account of the Re¬ 
vision of Land Revenue of Estates Act. 


(4) Central Provinces and Berar Revocation of Land 
Revenue Exemptions Act, 1948. 

By this enactment land revenue exemptions of lands, 
estates and mahals granted for various purposes were 
revoked. The additional land revenue that became 
payable as a result of this measure was Rs. 12,05,903. 

Section 5 of the Act provides for grant of a pension 
to the family of a descendant of a former Ruling Chief 
and grants to religious and charitable institutions who 
are affected by withdrawal of land revenue exemp¬ 
tions, So far the following amounts of pension and 
grants have been sactioned: 

' Rs. 

Pension ....... 58,000 

Grants . . . . . . . 72,19a 


(5) Abolition of Proprietary Rights Act, 1950. 

By this enactment the proprietary rights of malgu- 
zars and zamindars in Central Provinces and izardars 
and jagirdars in Berar were acquired by the State Go¬ 
vernment, and thereby Government became the recipi¬ 
ent of the full assets of the village i,e. rents from tenants 
and land revenue on malik-makbuzas and miscellane¬ 
ous (sewai) income. The land revenue demand has in¬ 
creased by Rs, 52 lakhs as . a result of this legislation. 

5. Prior to the Abolition of Proprietary Rights the 
unit of assessment in the Central Provinces was the 
village, or the mahal, to be more accurate. The assets 
of the mahal consisted of rents payable by tenants, 
and the sewai (miscellaneous) income. Land revenue 
formed a certain percentage of these assets. In the 
case of zamindars which comprised of several mahals 
land revenue was assessed on the assets of the whole 
estate. The assets of the mahal or estate are fixed and 
land revenue assessed at settlement. At settlement, the 
Settlement Officer also fixed rents on holdings of ten¬ 
ants and land revenue on plots held by the malik 
makbuzas i.e. persons who held plots of land in a 
mahal in proprietary rights but had no share in the 
proprietary profits of the mahal. In fixing rents and 
lemd revenue on mahk-makbuza plots, the Settlement 
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Officer has according to section 5 of the Central Pro¬ 
vinces Settlement Act to be guided by the following 
considerations : — 

(i) the profits of agriculture ; 

(ii) the existing level of rents in the locality ; 

(iii) the sale prices of land, the consideration for 
leases and the principal moneys or mortgages. 

Under section 7 of the same Act, “except for special 
reasons to be approved in each case by the Local Gov¬ 
ernment, no enhancement of rent shall be imposed by 
the Settlement Officer in excess of the following scale, 
namely : — 

(a) On an individual holding seventy-five per 
centum excluding payment which may be 
fixed on lands held without rent (bila .lagan); 

(b) On the total rents of a mahal, fifty per cen¬ 
tum; 

(c) On the total rents of a group thirty-three per 
centum,' 

On the 31st March 1951, the Madhya Pradesh Aboli¬ 
tion of Proprietary Rights Act, 1950, came into force 
and by it the proprietary rights in mahals and estates 
were acquired by Government, As a result of this, the 
whole assets of the mahal or estate became payable 
direct to Government. 

(2) In the forthcoming settlements, though the main 
principles of settlement will remain the same as men¬ 
tioned above, there will be no necessity to assess land 
revenue as the whole mahal as a percentage of its 
assets. The unit of assessment will be the holding of 
the tenant or the malik-makbuza and not the village. 


6. (1) The re-settlement operations in many districts 
of this State had become due before World War II, 
which was the period of depression and it was not con¬ 
sidered desirable to take up the resettlement opera¬ 
tions at that time for this and other administrative 
reasons. During the period of World War II this was 
not possible on account of pre-occupation of the then 
Government with war efforts and resettlement was 
postponed from year to year for these and other admi¬ 
nistrative reasons. Government have now decided to 
take up resettlement operations in respect of all the 
district in the order they have fallen due. It is not 
possible to start the resettlement operations in all such 
districts simultaneously for want of the necessary train¬ 
ed technical personnel and also for the reason that it 
would be virtually impossible to supervise operations 
on such a large scale. For these considerations State 
Government have decided to start the resettlement 
operations in six districts to start with and on Comple¬ 
tion of these another set of districts will be taken up 
for these operations, This will go on until all the dis¬ 
tricts are resettled. For the resettlement operations in 
the six districts alone about 250 additional revenue 
inspectors and corresponding supervisory staff will be 
required. Half the number of the Additional Revenue 
Inspectors are proposed to be directly recruited and 
the remaining number will be found by promotions of 
patwaris. On account of the unprecedented expansion 
in the activities of the Government in all fields there 
is great shortage of experienced land records and reve¬ 
nue officers and the paucity of technical personnel can 
be made good only by a slow process of training of 
newly recruited or promoted hands at the hands of the 
few experienced persons who have been left. A large 
number of land records staff has been drafted to the 
Land Reforms Department who have undertaken ex¬ 
tensive enquiries into the nistar problem throughout the 
State and this is not a negligible factory contributing 
to the overall shortage. 


(3) (i) In fixing rents on individual holdings the 
Settlement Officer followed what may be described as 
the “soil units and factor scale system”. The lands 
comprised in each holding were classified according to 
soils and positions. To each soil and position was assign¬ 
ed a certain figure representing the soil units which 
the soil or position contained, in order to show the 
relative superiority of the soil or position. The number 
of soil units of which a soil or position consisted was 
called its factor. Thus if the factor scale in a particu¬ 
lar group was : — 


Soil Factor Position Factor 


Unit per acre Units per 

acre 

A 33 D 32 

R 16 E 16 

C 8 F 8 


(2) On account of the different periods in which the 
last settlement were carried out in different districts 
there is no doubt a disparity in the pitch of assess¬ 
ments, A statement showing "the years in which vari¬ 
ous districts in the State were settled is enclosed. The 
failure to take up resettlements when they fall due in 
the last 20 years has contributed to this" disparity. In 
the merged states there are areas which have not yet 
been regularly settled and other areas of which the 
resettlements are due. There are large areas also of 
unassessed lands. Steps are being taken for assessment 
of unassessed lands pending settlement. A programme 
for settlement of the whole district in the next 15 
years has been prepared and this will, it is hoped, re¬ 
move to a certain extent disparities in assessment. 

12. Assessment of non-agricultural lands .—(1) Non- 
agricultural lands in the State may be divided into the 
following categories for the purpose of assessment: 

(i) Lands administered as nazul. 

(ii) Lands diverted from an agricultural to a non- 
agricultural purpose, 


it meant that soil A was twice as superior as soil B 
and position D twice as superior as position E and so 
on. By converting all the soils and positions of a group 
(of villages called the settlement group) into soil units, 
the average unit incidence of existing assessment i.e. 
rate of rent per soil unit was arrived at. When enhanc¬ 
ed to the desired extent, this became the standard 
unit rate for the revised assessment. On the basis of 
this standard for the group, unit rates for villages were 
worked out. These rates were usually converted into 
average rates and the deduced rent of a holding was 
fixed by applying these rates. 

(ii) The raiyatwari villages in the old Central Pro¬ 
vinces districts were managed by Government and the 
riyats held land directly with from Government. The 
land revenue or riyat’s holdings was assessed on the 
same principles as given above. 

(iii) In the merged territories the kham or khalsa 
villages corresponded to raiyatwari villages in old Cen¬ 
tral Provinces, and gaontiai or thekedari villages to 
malguzari villages. With the abolition of proprietary 
rights, the distinction between the malguzari and 
gaontiai villages on the one hand and of Khalsa and 
raiyatwari villages on the other has disappeared. In 
the merged states the land was assessed generally on 
the same principles as were followed in old Central 
Provinces. But in some cases rents were fixed at sim¬ 
ple plough rates. In Berar except the izara, and jagir 
villages, land is held by occupants direct from Gov¬ 
ernment, At settlement, fair assessment is fixed on 
each holding. The principles governing the quantum 
of assessment are the same as those given in sections 
5 and 7 of Central Provinces Settlement Act. 1928 but 
the ceilings for enhancement are somewhat higher. In 
place of the soil factor system the bhag-anna system 
prevails, in which the relative value of a piece of land 
is expressed in terms of annas, 


(iii) Other lands. 

(i) Nazul .—Nazul land is land which is the property 
of Government and which is used for residential or 
buildings purposes. In the Central Provinces, before 
the conferral of proprietary rights on malguzars and 
zamindars, the British Government reserved proprie¬ 
tary rights in some large towns and civil lines and 
these lands came to be administered as nazul. Nazul 
land is generally given on permanent leases i.e. 30 - 
year leases renewable in perpetuity and with the lia¬ 
bility to revision of ground rent at each renewal. The 
ground rent is calculated at the time of grant of the 
leases at the rate of 0-1-0 in the runee of premium 
for the grant. At renewal the rent is enhanced on the 
basis of the value of land then prevailing and the 
likely trend of value in the next period of the lease, 
the deduced ground rent being calculated at 0-1-0 in 
the rupee on half the free hold value. The actual rent 
is so fixed as to avoid a sharp enhancement. 


(n) Agricultural land diverted to non-agricultural 
purposes .—When land assessed as agricultural land at 
settlement is diverted to a non-agricultural purpose 
during the currency of settlement the assessment is 
liable to be revised notwithstanding that the term of 
settlement is not over. The basis of the revised assess¬ 
ment is the altered value of land with reference to 
the purpose for which it is used and the bate of assess¬ 
ment is calculated at the rate of 0-1-0 in the rupee on 
half the normal free hold value of land, The normal 
free hold value is calculated on the basis of sales and 
leases in the past 10 years. Free hold value is cal¬ 
culated by adding to the premium or sale price a sum 
equal to sixteen times the assessment of the ground 
rent or assessment reserved. In the case of a lease 
without reservation of premium free hold value is 
taken to be equal to 16 times the ground rent, 
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In Berar an ad hoc scale of rates has been fixed by 
rules for assessment of lands diverted during the cur¬ 
rency of settlement, (see rules under section 50, Berar 
Land Revenue Code, 1928). The law for Berar also 
provides for levy of a premium payable to Government 
on diversion [see section 50(4) of the Code]. 

(iii) Other lands. —Non-agricultural lands other than 
lands recorded or administered as nazul are assessed 
on the principles mentioned above in connection with 
nazul wherever it is found necessary or expedient to 
assess them. In Central Provinces, abadi lands in 
mahals were not assessed at previous settlements and 
in Berar no assessment is levied on lands in village 
sites in towns and villages to which nazul rules do not 
apply. Under the revenue law prevalent in both areas 
agriculturists are entitled to a free house site in a 
village, In towns administered as nazul towns in both 
parts of the State there are lands which were occupied 
free by people long before the town was settled, which 
were allowed to continue and still continue to be held 
free of assessment. The question whether all lands in 
the abadis which have now vested in Government as 
a result of abolition of proprietary rights and proper¬ 
ties held free in nazul towns should be assessed is un¬ 
der consideration of Government. 

(2) Four-fifths of the receipts from nazul revenue 
excluding premia on sales are paid to the local bodies 
alter meeting the cost of administration, 

(3) In Berar section 98(4) of the Berar Land Reve¬ 
nue Code, 1928 provides that the fair assessment o.i 
land used for non-agricultural purposes shall not 
exceed 50 per cent of the estimated value of land. This 
provision applies to assessment of non-agricultural 
land at settlement. Though there is no corresponding 
statutory provision for Central Provinces, the princi¬ 
ple of non-agricultural assessment is practically the 
same. In theory the rental value of land 'is estimated 
at 61 per cent of its free hold value and the half of 
the rental value pitches the assessment at 1 anna in 
the rupee on half the free hold value! 

(4) Instructions have been issued to the Deputy 
Commissioners to take up the reassessment of diverted 
lands'wherever it is due. Specral staff has been appoint¬ 
ed for reassessment of diverted lands for districts in 
which the areas to be assessed are large. Such staff is 
working in 3 districts of the State. At Nagpur the 
work of settlement of both agricultural and non-agricul- 
tural lands in the suburban group of 3& villages has 
been started. During the course of the proposed settle¬ 
ments in 6 districts non-agricultural lands also will be 
assessed. A programme for settlement of nazul towns 
also has been prepared. The settlement of one nazul 
town is in progress. 

14. Appeal against the order of the Deputy Commis¬ 
sioner regarding assessment lies to the Board of Reve¬ 
nue. (See section 33 of the Central Provinces Land 
Revenue Act, 1917 and section 32 of the Berar Land 
Revenue Code, 1928). 


Statement shoiving the last round of Settlements in 
Madhya Pradesh 


SI. 

No. 

Name of district 

Period during which the settle¬ 
ment operations were carried 
on and completed 

1 

2 

3 

, 

Sagar . 

• 19 1 1 to 1917. 

2 

Jabalpur 

1909 to 1911. 

3 

Mandla 

1928 to 1930. 

4 

Hoshangabad 

• *9*5 to 19187 1933 & 1926. 

5 

Nimar 

1913 to 1914. 

6 

Balaghat 

1910, 1913 to 1918* 

7 

Betul . . * 

. 1918 to 1920, 1923 and 1943. 

8 

Chhindwara 

. 1913 to 1919. 

9 

Ward ha 

, 1910 to 1913. 

10 

Nagpur 

, 1913 to 1916. 

11 

Chanda . . 

. 1920 to 1924, 1929, 1930, 1932, 

* 933 > I 94 °> 1 943 & 1948. 

12 

Bhandara 

\ 9 l 7 i * 9 T 9 > ] 932 and 1936. 

*3 

Raipur * , 

. 1922, 1923 and 7928 to 1030. 


1 

2 

3 


Durg .... 

1912, 1919, 1920, 1922, 1923, 
and 1926 to 1931. 

*5 

Bilaspur 

1929 lo 1931. 

16 

Bastar (Merged area) 

1924 to 1930, 193a to 1939, 1944 
and 1947. 

17 

Surguja (Merged area) . 

I 937 > 1939 to 194 b 1 943 ) 1946 & 
1951 - 

i» 

Raigarh (Merged area) . 

1924 to 193] & 1934 to 1935. 

19 

Bui dan a 

1904, 1919 , 1925 to 1927, 

20 

Akola .... 

1:903, 1926^ to 1928 & 1930 to 
1932. 

21 

Amravati 

1903, to 1904 and 1927, to 1928. 

22 

YcoUnal 

1903, 19<>5 to 1907, 1909 & 1927 


to 1932. 


Section II— Replies to Questions 

Paragraph 139 

No agricultural income-tax is levied in this State. 
The matter was examined and it was found that there 
were major difficulties in the imposition of this tax so 
far as this State was concerned. One difficulty is that 
it is not possible to assess agricultural income properly. 
The other difficulty is that there is preponderance of 
small holders in the State and many of them will be 
exempt from this tax. The net result would be that 
income from the tax will not be commensurate with 
the labour and odium involved in its imposition. The 
modification that may be thought of to increase the 
yield is to reduce the limit of taxable income. In view 
of the large number of small holders and the compara¬ 
tive poverty of the rural population, such step may 
not be desirable. It might, however, be possible to do 
so in the case of persons getting large income from 
garden crops. Another way might be to fix t\ higher 
rate of assessment for non-food crops and also a rising 
rate of assessment both for food and non-food crops so 
as to tax the bigger holders more and thereby 
increase the yield. It would appear, however, that in 
a few years agricultural income-tax would become un¬ 
productive even in States where it has been levied. 
There is persistent pressure for fixation of ceiling on 
land holdings. Various other measures have already 
led to the disintegration of bigger landed estates. And 
soon the country-side will contain only small cultiva¬ 
tors who will not be able to pay any agricultural in¬ 
come-tax. 

Paragraph 140 

(a) The State Government should assess tax on 
agricultural income separately, from the income-tax 
assessed by Central Government. 

(b) No alteration in the present system of land reve¬ 
nue levy seems necessary. 

Paragraph 141 

In the absence of accounts, information based on 
local knowledge and enquiry and the prescribed data 
collected by Land Records Department staff should 
give an idea of the information required. But this has 
never been satisfactory. 

Paragraph 142 

The rates for agricultural income tax and the method 
of graduating them and exemption limit may be near¬ 
ly the same as in the case of non-agricultural income- 
tax, though rates will have to be lower. 

Paragraph 152 

The administrative system so far as it concerns land 
revenue collection is adequate. 

Paragraph 101 

Estate duty is an accepted form of taxation preva¬ 
lent in most of the modern countries. It is good thing 
that it is being adopted in India. 

Paragraph 102 

There may be theoretically good grounds for making 
a distinction between self-acquired property forming 
the estate of a deceased and property inherited by 
him. If a lower rate is imposed on self-acquired pro¬ 
perty it will serve as an incentive to acquire property 
by one’s owp efforts. There will, however, be difficulties 


41—1 T, E. Co*n(N.D.)55. 
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m administering cwtei’ent rates oi levy lor seif-acquir- 
ed property forming the estate of a deceased and pro¬ 
perty inherited by him. It is therefore desirable to 
impose one uniform rate. 

Paragraph 36 

Yes. This principle has been accepted in the case of 
lands acquired for Improvement Trust. 


pay land revenue or rents. The difficulties on Govern¬ 
ment side would, however, be (i) to specify particular 
standards of quality of foodgrains to be recovered in 
kind and to fix their relative values, (ii) to make 
arrangements for transport and storage of foodgrains 
and (iii) to arrange for their disposal. The cost of col¬ 
lection would be very high. The proposition does not 
appear to be practicable. 


Land Revenue and Land cesses 

Question No. 143 


(ui) Uniformity between States .—We think that the 
following basic principles should form the basis of 
land revenue assessment in all the States: 


The practice of determining land revenue for areas 
under different tenures at periodical settlements is 
already in vogue in this State, The period of settle¬ 
ments ranges from 20 to 30 years. In the merged 
territories there are some areas which have not yet 
been brought under settlement but Government have 
decided to settle them soon, 

Question No. 144 

Periodical settlements are necessary with a view to 
regulate the pitch of assessment according to the 
changed conditions in the various parts of the State 
and also to bring land records up-to-date. In this state 
all lands, except some areas in merged territories have 
been brought under settlement. * 

(i) Period of guarantee .—In the last but one round 
of settlements the period of settlement was fixed at 20 
years. In the last round it was fixed at 30 years. A 
shorter period of settlement is desirable for undevelop¬ 
ed areas in which there is considerable scope for deve¬ 
lopment and for new lands to be brought under culti¬ 
vation. As most of the parts of this State are develop¬ 
ed, we would prefer a 30 years’ period of settlement. 

(ii) Scope of guarantee .—In this State in Central 
Provinces, a fixed assessment on the holding of a ten¬ 
ant or a malik-makbuza, is guaranteed during the com¬ 
ing of settlement so long as land is not diverted to a 
different purpose. The holding may comprise of diffe¬ 
rent plots of land called khasra numbers, In the 
raiyatwari villages in Central Provinces and in Berar 
separate assessment is fixed on each survey number 
which holds good for the currency of settlement. We 
are of the view that each plot of land should be sepa¬ 
rately assessed to land revenue and that this assess¬ 
ment should hold good for the currency of settlement 
We do not advocate fixing of a basic rate to be varied 
from time to time. 

(iii) Basis of assessment —The questions do not 
arise as no basic rate is advocated. We do not propose 
an element of progression in land revenue assessment. 

(Yu) (a) Incentive to production .—In our view the 
assessment on a holding or plot of land should be 
pitched so low that it would stand all vicissitudes of 
prices and of profits in agriculture and the cultivator 
should not find it difficult to pay it even when the pro¬ 
fits are low. Further, this assessment should be guaran¬ 
teed for a sufficiently long period i.e. 30 years, called 
the term of the settlement During this period all addi¬ 
tional benefits that will accrue to the cultivation by de¬ 
velopment of agriculture, increase or rise in prices and 
increase in profits from agriculture are fully reaped 
oy the cultivators and Government steps to demand 
its share of the unearned increment only at the end 
of the 30 years period. Reasonably low assessment and 
io guarantee a fixed assessment for a long period offer 
in our opinion a good incentive to production. 


(i) All cultivable and cultivated land should be 

cadastraily surveyed and formed into plots. 

(ii) On each plot an amount should be fixed as 
land revenue or rent and this amount should 
be guaranteed for a fixed period i.e , 20 to 30 
years called the period of settlement, so long 
as the land continues to be used for the pur¬ 
pose for which it was assessed. 

(iii) During the currency of settlement assessment 

should be revised only when land is diverted 
from agricultural, residential or industrial or 
commercial principle to any other purpose and 
vice versa. 

(iv) The quantum of assessment should be fixed 

having regard to the soil or situation of the 
land profits from agriculture and value of land. 

(v) Improvements should not be assessed. 

(Vi) At every revisional settlement assessment should 
be revised so as to allow the State to realise its 
share in the increase in the unearned incre¬ 
ment brought about by the general progress 
of the country, development of communica¬ 
tions, improved methods of cultivation and 
other factors not contributed by the individual 
owner. 

Question No. 145 

During resettlement operations, the work of soil 
classification in respect of lands that were so classifi¬ 
ed at the time of original settlement, may be dispensed 
with. But the area, which was not under occupation 
at the time of original settlement and hence was not 
classified then, will have to be classified according to 
the soil if brought under cultivation during the cur¬ 
rency CTf settlement. The positions of the land already 
classified will, however, have to be examined and 
revised where necessary during the re-settlement opera¬ 
tions. At revisional settlement some ceilings also should 
be fixed for enhancement at rents and land revenue, on 
holding, viLlages and groups. The ceilings in force in 
Central Provinces are given in section 7 of the Central 
Provinces Settlement Act and sections 93(6) of the Berar 
Land Revenue Code, 

The ceilings are as follows : — 



Central Provinces 

Berar 


per cent. 

per cent. 

Holding 

• * * 75 

IO0 

Village 

50 

66 

Group 

33 

35 


(b) In this State the pitch of assessment is related 
to the nature and value of crops grown on the land 
besides its soil or situation. If an incentive has to be 
given for shift from cash crops to food crops, an abate¬ 
ment in assessment may be given when land devoted 
exclusively for raising cash crops is diverted to food 
crops. Another form of incentive would be to give sub¬ 
sidy for diverting areas under cash crops to food 
crops. In this State subsidy was given during the war 
years for diverting areas under cotton to food crops. 

_ As Rowing of cash crops is in most cases more pro¬ 
fitable than growing food crops no special incentive to 
diversion of land from food to cash crops is necessary, 

(c) Capital improvement to land .—Under Section 5 

of the Central Provinces Settlement Act, 1928 and Sec¬ 
tion 93 of the Berar Land Revenue Code, 1928 the im¬ 
provements m the holding made by the cultivator are 
r ; Ct ri? * en int .° 1 consideration in fixing assessment on 
it. This provides sufficient incentive for canital impro¬ 
vement to land. ‘ ^ 


(v) Payment in kind—The practice of payment 1 
kind either partially or fully would be much apprecia 
ky the villagers, as they would be relieved of thej 
difficulties in taking their produce to the nearest mai 
ke„ foi converting it into a cash amount. The eultive 
tor would also be saved from loss on account of bein 
required to sell his produce at low prices in order t 


•Question No, 146 

(1) Resettlement is the best and most fair way of 
enhancing assessment, when it is due for revision. If 
for some reasons, however, this cannot be undertaken 
a small surcharge, say up to 25 per cent on existing 
rents and revenue, may be levied until the district 
is brought under settlement. It would not be practica¬ 
ble to graduate surcharge with reference to crops 
grown on size of the holding. As it is impossible to 
bring all districts of the State under settlement at one 
time some disparity in the pitches of assessment aris¬ 
ing out of the facts that periods of settlement of diffe¬ 
rent districts expire in different years is bound to con¬ 
tinue. This disparity will no doubt be further accen¬ 
tuated by imposition of an additional surcharge. 
There is no satisfactory way of avoiding this except 
to take up regular settlements as early as possible and 
to shorten the duration of the transitional period to 
the minimum. 

(2) If the existing disparity is itself of a significant 
degree the only satisfactory course to adopt to remove 
and minimise the disparity, would be to take up 
settlements of the affected areas. If the areas are, 
however, not ripe for settlement it would not be advis¬ 
able to withdraw the guarantee about assessment for 
the period of settlement and take up revision of 
assessment before it is ripe. If Government commits a 
breach of the guarantee about fixity of assessment for 
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the period of settlement it would have a very adverse 
effect on incentive for production and improvement of 
land. 

Question No. 147 

(1) If the areas in the merged States have not been 
settled the best course would be to bring them under 
settlement as early as possible. If they are already 
settled it would not be desirable to revise the assess¬ 
ment before the period of settlement expires because 
this would shake confidence of the people about the 
guarantee of assessment for the period of settlement. 
This will have an adverse effect on incentive for pro¬ 
duction and improvement of land. Particularly in this 
State the areas in the merged territories are backward 
and sufler from many disadvantages such as lack of 
communications, and facilities such as schools, dispen¬ 
saries etc. Even in the ordinary course of settlement 
the pitch of assessment in these areas would be lower 
than that in other advanced parts of the State. There 
would, therefore, be no harm in leaving the question 
of revision of assessment in these territories until 
they fall due for resettlement. 

In the programme of resettlment of this State the 
merged territories have been kept sufficiently low in 
the ladder, 

(2) We, therefore, do not advocate any interim steps , 
pending of settlement, to be taken up for removing the 
disparity in assessment between areas in merged terri¬ 
tories and pre-existing areas in the State. 

Question No. 148 

(1) The question would not arise in this State in the 
form in which it has been presented in this question. 

In this State the rents of tenants have been fixed at 
settlement and the same rents continue to be paid to 
Government after the abolition of proprietary rights. 
The question of fixation of rents has arisen only in 
the case of lands which were held without payment 
(bila lagan) by tenants before abolition and in the case 
of lands which were given on very low or nominal 
rents by the exproprietor during the currency of settle¬ 
ment. Steps for fixation of rents in lands held without 
payment of rent are being taken. These are generally 
lands occupied by the tenants without authority and 
of which the ex-malguzar probably did not take notice. 
The rent would be fixed on these lands at the rates 
adopted at settlement. The question of revision of 
rents on lands given on nominal or very low rents 
is under consideration but even on these lands rent 
would be fixed at settlement rates. 

(2) It would be seen that the problems mentioned 
in the question do not arise in the case of this State. 
They would arise in State in which rents of tenants 
were not fixed at settlement. In these areas the only 
satisfactory way of rationalising the rents on lands 
vested in Government would be to take up settlement 
on the lines of the principle prevalent in this State of 
which an outline has been given in the general note. 

(3) Pending settlements the existing rents may con¬ 
tinue in such areas but in order to give relief in cases 
in which the rents are uneconomic or abnormally high 
ceiling of acreage rates for different kinds of soils and 
positions may be fixed and rents in excess of the ceil¬ 
ing may be reduced. 

Question No. 149 

The principles of assessment of land * revenue or 
rent will remain the same even though co-operative 
farming is more widely adopted, the reason being that 
the assessment is related to the soil and position of 
land and the general development of the area, which 
would remain unaffeetde by co-operative farming. 

Question No. 150 

(i) The State Government have abolished all land 
revenue exemptions on inams and devasthans, except 
in the merged territories, by passing the Central Pro¬ 
vinces and Berar Revocation of Land Revenue Exemp¬ 
tions Act, 1948. Grants have been made in favour of 


religious and charitable institutions which have been 
ajfeeted by the revocation of land revenue exemptions, 
for their maintenance. Such grants for maintenance 
have also been made in favour of descendants of a 
former Ruling Chief. 

(b) It is the policy of the State Government to grant 
lands to educational and charitable institutions, free of 
premium and on a nominal ground rent. Generally 
such land given is non-agricultural land but in a few 
cases grants of agricultural lands have also been made. 

So far land under water such as tanks have been 
given without auction on leases to Fishermen’s Co¬ 
operative Societies for pisciculture. No other conces¬ 
sion has been given to them. There has ■ been no 
occasion to grant land to co-operative societies for 
cultivation on concessional terms. 

Question No. 151 

(i) and (ii) The agricultural lands used for non-agri- 
culutral purposes whether in rural to urban areas 
should be assessed at special rates to be determined 
after inquiry into the normal value of the lands under 
diversion. The rates so determined will naturally be 
higher than the original assessment. But land used for 
the erection of buildings on or in the vicinity of the 
holding, required for the convenience or profitable use 
of the holding is not treated as diverted to a non-agri¬ 
cultural purpose. 

(iii) Land used for non-agricultural purposes in 
urban areas should be assessed according to its non- 
agricultural value irrespective of the fact whether the 
occupants are agriculturists or non-agriculturists. In 
rural areas persons who depend on agriculture or sub¬ 
sidiary industries for their maintenance should be 
allowed to hold free a house site for reasonable dimen¬ 
sions. The non-agriculturists in these areas should be 
liable to pay assessment. 

Paragraph 150 (ii) (a) 

The policy of this State has been not to allow any 
concession in land revenue when land belonging to 
or at the disposal of Government is sold. If any con¬ 
cession has to be given it may take the form of giving 
preferential treatment in the matter of allotment of 
land to landless persons etc. Land is given to educa¬ 
tional or charitable institutions on nominal rent or 
land revenue and this policy will continue. 

Paragraph 150 (iii) 

No change in the existing policy is necessary (Please 
see para 5 of our reply to Annexure III). 

Paragraph 153 

There is no delegation of functions of the State Gov¬ 
ernment in respect of land revenue to local bodies. 
The subsequent questions do not arise. 

Paragraph 154 (i) and (ii) 

The existing system of land cess by assessment on 
land revenue is considered suitable. It is easy to cal¬ 
culate and easy to collect. 

Paragraph 154 (iii) (a) 

By land cess we understand the special collection 
made for the rural local authorities ie. Gram Pancha- 
yats and Janapada Sabhas (formerly known as Dis¬ 
trict Councils). The land cess as so understood is 
statutorily fixed on revenue or rental demand and realis¬ 
ed from cultivators. Land cesses are already within 
the purview of local bodies. Government are collecting 
the cesses on their behalf but there is no objection if 
they could make their own collection. 

Paragraph 154 (iii) (b) 

Land cesses are earmarked for specific purposes 
more closely related to rural tax-payer. 

Section III— Other Remarks 

No Remarks. 



MEMORANDUM IV 

Notes on Individual Taxes 


SALES TAX 

Section I—Factual Background 

The Central Provinces & Berar Sales Tax Act, 1947, 
came into force from the 1 st June, 1947. Under the 
Act, a tax is levied at the rate of 6 pies per rupee on 
goods in general, except those, which have been spe¬ 
cially exempted (Schedule II appended to the Act) and 
at one anna per rupee on certain goods classed as luxury 
goods (Schedule I). The goods listed in Part II of Sche¬ 
dule I are taxable at 3 pies per rupee. The Central Pro¬ 
vinces Sc Berar Sales Tax Act levies tax on the sales 
of ‘goods. Broadly speaking, goods include all kinds 
of movable property. They also include all materials 
whether or not to be used in the construction, fitting out, 
improvement or repair of immovable property. They do 
not, however, include actionable claims, stocks, shares 
and securities. They do not also, of course, include ser¬ 
vices as distinguished from goods. The tax is levied 
on the turnover of the seller. But it is not on all goods 
or from all dealers that the tax is collected. 
It is only those dealers who are required to be regis¬ 
tered that are asked to pay the tax. The question as to 
what dealer has to compulsorily register himself de¬ 
pends upon the volume of his turnover. The limits fixed 
for compulsory registration are: — 

Rs, 

(a) In the case of manufacturers or producers . 5 ; ooo 

(b) In the case of importers .... 2,500 

(c) In lhc case of others ..... 25,000 

. The tax Js paid on the taxable turnover. A “dealer'* 
is defined in the Act as any person who, whether as 
principal or agent, carries on the business of selling or 
supplying, goods in the Central Provinces Sc Berar, 
whether for commission, remuneration or otherwise, and 
includes a firm, a partnership and a Hindu undivided 
family and includes also any society, club or association, 
which sells or supplies goods to its members. One of the 
main features of the Central Provinces & Berar Sales 
Tax Act is the operation of the tax at only one stage of 
the several, sale transactions between producer (or manu¬ 
facture or importer), wholesaler, retailer, and buyer. 
That stage is the final one when the goods pass from 
the registered dealer to a consumer or an unregistered 
retailer who virtually represents the consumer. Inter¬ 
mediate registered dealers, through whom the goods 
may pass before reaching the virtual consumer, are 
allowed to deduct from their gross turnover amounts 
representing the value of the goods they have sold to 
other registered dealers for re-sale. This ensures that 
there is no double taxation. Similarly, manufacturers 
are not liable to pay tax on purchases of raw material 
for the purpose of manufacture. The tax is payable 
quarterly or monthly in special cases along with re¬ 
turns showing turnover and taxable turnover as defined 
in section 2 (j) of the Act. Assessment to tax 
is made yearly. Provisions for appeals and revisions 
against assessment orders and other orders have been 
made in section 22 of the Act. A reference to the High 
Court has also been provided. Certain Acts of commis¬ 
sion and omission have been made offences u/s 24 and 
provision for composition of such offences is to be found 
in section 25. 

The Act was first amended from 8 th October 1948 
by Amendment Act No. LIX of 1948 in order to make 
provision for voluntary registration of dealers. It was 
further amended by the Amendment Act No. XVI of 
1949, the objects in view being the implementation of 
the recommendations of the Finance Ministers’ Confer¬ 
ence held in New Delhi on the 30th and 31st October 
1948 and to augment Government revenue. The amend¬ 
ment came into force from 11th April 1949. The Act was 
again amended by the Central Provinces and Berar Sales 
Tax (Second Amendment) Act, 1949 (No. LVII of 1949), 
which came into force from 25th November, 1949. The 
objects in view were ( 1 ) to remove the difficulty regard¬ 
ing the specification of goods in the registration certi¬ 
ficates of dealers for the purpose of resale ( 2 ) to re¬ 
quire the dealers to produce evidence in support of 
their returns when they appear in assessment proceed¬ 
ings, (3) to cover the cases under section 18 of transfer 
of business by dealers whose tax liability had arisen 
in the past but who failed to obtain registration and 
(4) to require the appellants to pay the amount of tax 
and penalty in full, before appeals are entertained. 

The Act was again amended from 1st April 1951 by 
the Amendment Act of 1951 (Nov. IV of 1951) to bring 
the provisions of the Act in harmony with provisions of 


Article 286 of the Constitution of India, It is also pro¬ 
posed to amend the Act further to implement the re¬ 
commendations of the Sales tax (on Handloom Cloth 
and Cottage Industries) Enquiry Committee viz., raising 
the taxable quantum of manufacturers to Rs. 10,000. 
Another important amendment, which is sought to be 
made is to levy a purchase-tax on certain goods, which 
may be notified by the State Government. The tax will 
be levied on purchase of goods, which have been sold 
in this State for the purpose of consumption therein as 
a direct result of sale. It is intended to collect the 
tax from the buyer. For the present, it is intended to 
notify only motor # vehicles for this purpose. The other 
important features of the amending Bill are : — 

(i) Provision for penalty instead of composition. 

(ii) Refund of excess tax paid without application 
by the claimant; 

(iii) Provision for reopening cases of escapement of 

assessment; & 

(iv) Provision for two appeals instead of only one 
as at present on the Income Tax Lines. 

The main principle, which has guided Govt, in de¬ 
ciding what goods should be exempted is that all those 
articles which enter largely into the cost of living of the 
poor should be exempted and that in particular food 
should not be made costlier by the imposition of the tax. 
Accordingly, all cereals and pulses, flour and bread, 
gur, salt and milk are exempt In order that cottage 
industries may be encouraged, products of cottage and 
home industries were excluded from taxation, when the 
sale was by persons dealing exclusively in such products 
on authorisation made by the prescribed authority in 
the prescribed manner. As several difficulties were ex¬ 
perienced in administering this item the exemption was 
withdrawn. But the taxable quantum for manufactures 
is proposed to be raised to Rs. 10,000 with a view to 
protect all real cottage workers from taxation. With the 
same object in view, the basic raw materials of the cot¬ 
tage workers like yarn, kosa cocoons, raw wool, 
hides and skins etc. have been exempted. Dhoties and 
sarees the price of which does not exceed annas 12 a 
yard and handmade kambals produced in the State are 
exempt. Articles like kerosene oil and firewood, which 
are articles of daily need for the poor are exempt. A 
variety of school requirements has also been exempted. 
These include text books prescribed by the University 
of the State or the High School Education Board of the 
Education Department for use in colleges or schools in 
the State, writing slates, slate-pencils, foot-rules etc. 
With a view to augment the revenue to make good the 
loss caused by the operation of Article 286 of the con¬ 
stitution, the Schedules appended to the Act were 
amended by removing certain articles from the exemp¬ 
tion list, For example, goods sold to Govt, which were 
then exemp, were made taxable at pies 6 per rupee and 
vegetable oils, which were exempt under certain cir¬ 
cumstances, were made taxable at pies 3 per rupee. 

The Separate Revenue Department headed by a Minis¬ 
ter who is assisted by a Secretary administers the Sales 
Tax Act at the Secretariat level. Originally, the admi¬ 
nistration of the Sales Tax Act was entrusted to the Ex¬ 
cise Department on the ground of economy. The Excise 
Commissioner was ex-officio Sales Tax Commissioner 
the District Excise Officers ex-officio Sales Tax Officers, 
Assist. District Excise Officers ex-officio Assistant Sales 
Tax Officers & the Excise Sub-Inspectors ex-officio Sales 
Tax Inspectors. As Sales Tax work grew, it was no 
longer possible to continue to keep the Sales Tax De¬ 
partment combined with the Excise Department. The 
Sales Tax Department was accordingly separated and 
reorganised from 1st April 1953. The Sales Tax Com¬ 
missioner is the head of the department. He is assisted at 
headquarters by the Deputy Commissioner of Sales Tax. 
There are three regions into which the whole State has 
been divided with headquarters at Nagpur, Jabalpur and 
Amravati. One Regional Assistant Commissioner is in 
charge of each region. The whole State has been divid¬ 
ed into 15 sales tax circles each under one Sales Tax 
Officer with one or more Asst Sales Tax Officers and 
a few Sales tax Inspectors to help him. The Sales Tax 
Officers and Assistant Sales Tax Officers as also the 
Regional Assistant Commissioners are the assessing offi¬ 
cers. Appeals from the original orders of the Sales Tax 
Officers and Assistant Sales Tax Officers lie to the Re¬ 
gional Assistant Commissioners. Similarly, appeals 
against the orginal orders of the Regional Assistant Com¬ 
missioners lie to the Deputy Commissioner. Revisions 
against the appellate orders of the Regional Assistant 
Commissioners and Deputy Commissioner lie to the Com¬ 
missioner. Revisions against the orders of the Sales Tax 
Commissioner lie to the Board of Revenue and then to 
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the High Court. It is proposed to make provision for two 
appeals, one in the deptt. and the other to the Board of 
Revenue. Appeals against orders passed by the Sales 
Tax Officers or Assistant Sales Tax Officers will lie to 
the Regional Assistant Commissioners and second ap¬ 
peals against Regional Assistant Commissioner’s appel¬ 
late orders will lie to the Board of Revenue. Appeals 
against the assessment or other original orders passed 
by the Regional Assistant Commissioners will lie to the 
Deputy Commissioner against whose appellate orders 
second appeal shall lie to the Board of Revenue. 

The following statement gives the revenue from sales 
tax and the expenditure incurred in the collection there¬ 
of from 1947-48 to 1952-53. 


Year 

t 

Revenue 

Expenditure 

1947-48 

Rs. 

62,48,257 

Rs. 

56,335 

1948-49 - 

* *i 43»43>336 

t ,73>°39 

1949-50 ■ 

1,99,21,244 

2,60,829 

195°"5* ■ 

• 2 >37>74 596 

2,94, 2 7 1 

1951-52 • 

- 3,37,86 535 

3 3°>674 

1952-53 - 

- 2,15,89,411 

8,82,525 


It will be seen from the statement given above that 
the receipts from sales tax are showing a downward 
trend in the last year. This is obviously due to the ope¬ 
ration of the Article 286 of the Constitution. The increase 
in expenditure during 1952-53 is due to the fact that 
che cost of l/3rd of the excise staff was debited to the 
Sales Tax Department from 1st April 1952. 

The sub-joined table shows the arrears outstanding fof 
recovery in each of the last four years. 


1947- 48 

1948- 49 

*949-5° 

1950-51 

i95 r -5* 

1952-53 


Arrears 

Rs- 


1 >75j 21 4 

5^2,069 

12,20,275 

13,94,201 


The sub-joined table shows the arrears outstanding for 
who have migrated to Pakistan leaving no property in 
the Indian Union. 

Evasion or avoidance on a large scale is not suspected 
in this State. 

The following are the usual methods of evasion: — 

1. Submission of false declarations for sale of goods 

to registered dealers. 

2. Non-registration by dealers while liability exists. 

3. Falsification of accounts. 

4 Out of account sales. 

TAXES ON THE SALE OF PURCHASE OF GOODS 
AND ON ADVERTISEMENTS 

Section II— Replies to Questions 

Question No. 125 

For the efficient and smooth administration of any 
taxation measure, it is of essence that the incidence of 
tax is clearly and definitely made known to the tax¬ 
payer as well as the tax-collector. The tax on sale 
or purchase of goods, as provided under the Constitu¬ 
tion, and as enacted by the various States in their res¬ 
pective statutes, has created several intricate problems 
for the tax-payers as well as the tax-collectors. This is 
so, because the tax is levied on the occurrance of a sale 
or its counter-part the purchase of goods. A sale is an 
abstract event, and its occurrence and the venue of its 
occurrence is not at all clear to a layman and conse¬ 
quently, he is puzzled to such an extent that he cannot 
definitely find out whether the tax will be attracted by 
any particular transaction. The various decisions under 
the Sales Tax Act and the Indian Sale of Goods Act 


on the intricate points of law involved in t,he trans¬ 
actions of sale, are proof of this fact. Thus, the pre¬ 
sent taxation system itself is complicated and it would 
be undesirable to add to the complications by making 
the sale or purchase of services taxable. Any proposal 
to extend Sales Tax on services will evoke wide-spread 
resentment as it will affect probably almost all the sec¬ 
tions of the community including the lawyers, barbers 
and others. It is also ethically wrong to tax services 
proper, as it would amount to another tax on income or 
profession. As regards extension of Sales Tax to classes 
(b) and (e) mentioned in the question, the position needs 
to be clarified, as it is not clear at present whether the 
power to tax the sale or purchase of goods given by 
the Constitution extends to taxation of goods falling 
under these classes. In this connection, it has to be 
borne in mind that the price of every manufactured or 
produced article invariably contains an element of ser¬ 
vice-charges. In other words, the sale price of an arti¬ 
cle gathers all the incidental charges that have to be 
incurred by the intermediate dealers on its way to the 
consumer. It should, therefore, be unequivocally laid 
down that a transaction in which there is a transfer 
of property in goods by one person to another will be 
deemed to be transaction of sale irrespective of the fact 
that the value of goods supplied is small as compared 
with the value of incidental services rendered at the 
time of sale. As regards the transaction mentioned in 
clause (ii) of the question the same remarks as above 
apply. It appears that in these transactions in stock- 
exchanges and futures market, no sales or purchases 
actually take place, and if an attempt is made to tax 
contract of sale or purchase, which do not materialise 
into sales or purchases, the taxation system is likely to 
become very much complicated- It is true that tax on 
such transactions will bring in substantial revenue from 
persons who are usually out to make easy money and is 
morally defensible. 

It is not easily possible to make an attempt to give a 
rough estimate of the additional revenue likely to be 
derived by this State, if sales tax is extended to services. 
The reason is that the term “Services” is so wide that 
it would embrace almost all human activities in which 
service is rendered for payment, for example, gold¬ 
smiths preparing ornaments, printing presses printing 
according to orders, transport companies carrying pas¬ 
sengers, lawyers giving legal advice, doctors treating 
patients and even manual labourers like “Mazdurs” 
carrying goous, would be included in this term. A limit 
in terms of money will obviously be fixed above which 
the tax will attracted. Unless this is done, administra¬ 
tion of this tax will be impossible. As the factors on 
which calculation of the rough estimate are dependent 
are themselves very vague, it is not possible to give 
even a rough estimate. 

If a sales tax is charged on transactions of sale or 
purchase in stock-exchanges and future market, there 
should be no exemption whatsoever from the tax. In a 
normal sale or purchase transaction, the goods usually 
passes through three hands; viz., the producer, whole- 
seller and the retailer. This number would increase to 
5 or in certain cases even to 10, and the rate of tax 
should, therefore, be rateably reduced. The rate may 
vary from 2 annas to 4 annas per cent. On this an 
additional revenue of about two lacs is expected in 
this State, as such transactions made in this State are 
few. 

Question No. 126 

(i) In case it is necessary to augment the revenues of 
the Union, a tax on the sale of newspapers and on ad¬ 
vertisements should be levied. The argument that the 
sales tax is fractional and cannot therefore, be passed 
on to the buyer has often been trotted out in respect of 
other articles also; but it has no force in it. A news¬ 
paper concern is not bound to supply a particular num¬ 
ber of pages, quality of paper and material etc. for a 
particular price. By adjusting these items, a newspaper 
can certainly pass on the burden of the tax to the buyer. 
There should be no exemption from the tax either to 
any kind of newspapers or advertisements. To start 
with, a nominal turnover tax at the rates of 3 pies per 
rupee on the sale of newspapers would be advisable 
whereas, a similar turnover tax at the same rate may 
be levied on the revenues earned by the newspapers 
from advertisements. 

(ii) Besides the advertisements appearing in news¬ 
papers, no other advertisements should be taxed as the 
levy of such tax will be administratively difficult. Inst¬ 
ances of such advertisements are cinema-slides, paintings 
on walls, loud-speakers and radio pronouncements etc. 

A revenue of about Rs, 10,000 at the most may be 
expected from this source in this State. 

Question No. 127 

It is true that all goods sold in a State fall within 
one of the three categories mentioned in the question 
and perhaps, an extension or increase in the various 
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taxation measures mentioned therein would be good sub¬ 
stitutes for sales tax on the goods. But the constitutional 
limitations necessitated by the federal structure of a 
country require separate and distinct powers of taxation 
to different authorities. The whole problem would be 
simplified, if only the central authority could levy the 
tax. All possible revenues could then be recovered 
through the agency of Excise and sea-customs. But 
this is impracticable. Secondly, if the whole tax-burden 
is thrown upon a particular section of the community 
all at once and not dispersed as at present, it would be 
inequitable and difficult to administer. The method 
of raising revenue by levying sales tax is as old as the 
hills, and even in the countries having a Unitary Gov¬ 
ernment like Britain, purchase tax has been imposed. 
In a country consisting of various administrative units, 
like the States in India, the grant of power to raise re¬ 
venue on different activities of the citizens to different 
authorities is inevitable. 

Question No. 128 

(a) The presumption that sales tax is being at present 
levied on aggregate turnover as distinguished from each 
individual sale price is not correct. It is true that turn¬ 
over i.e. the total of sale prices received or receivable 
in given period is the basis for assessment to tax. But 
many articles are exempt from the tax and a large 
number of them are also subjected to special rates of 
tax, and therefore, examination of almost each indivi¬ 
dual sale price has to be made before the amount of tax 
is assessed. This is true in respect of all the States. 

(b) The sales tax on petrol was introduced by most of 
the States during the regime of the first Congress Minis¬ 
try, in the years 1938-39. This was done to counter¬ 
balance the loss of revenue caused by ‘Prohibition*. At 
that time although sales tax in general was thought of 
as a rich and elastic source of revenue of the State, 
it was used only for the limited purpose set out above 
and the article, which would easily bear the burden 
of this tax, was obviously, motor-spirit, and accordingly 
the choice was made. General sales tax is a later de¬ 
velopment and the Provinces, as the States were then 
called, introduced general sales tax one after another 
to satisfy the growing financial needs caused by post¬ 
war development plans and other welfare schemes. 
There is no particular principle underlying the levy 
of sales tax on petrol by a separate statute; but there 
are no doubt certain advantages in levying such tax 
on. particular goods by separate statutes, such as easy 
assessment and recovery of tax, possibility of closer 
supervision over the tax-payers thus minimising eva¬ 
sion etc. But there are hardly any commodities like 
petrol which affect the dominant activities of a class of 
dealers. 

There are no statistics showing the number of manu¬ 
facturers, importers, etc. separately. But from the ex¬ 
perience in dealing with the cases of various types of 
dealers, it can be safely said that a dealer whose annual 
turnover exceeds Bs. 30,000 is in a position to maintain 
rudimentary accounts necessary for the purpose of sales 
tax and to issue cash memoranda to customers. There 
will no doubt be certain exceptions to this rule as illi¬ 
terate dealers have been bound to carry on very large 
businesses extending up to several lakhs of rupees. 

Sales tax is being imposed on petrol in this State 
under a separate Act. It differs from the General Sales 
Tax Legislation in the following respects: 

(1) The system of registration under it is not meant 
for ensuring single-point taxation. 

(2) There is no elaborate procedure laid down for 
assessment and recovery of the tax. The ques¬ 
tion of extending the system pertaining to 
petrol to some other commodities was not consi¬ 
dered by this Government at any time. 

Question No. 129 

(1) Within the limitations imposed by the Constitu¬ 
tion and keeping in view the practical side of the admi¬ 
nistration of sales tax, there appears to be only three 
alternatives as stated in the question. 

(2) The comparative merits and demerits of the multi¬ 
point system of taxation, are set out below: — 

(i) It is said in favour of the single-point system that 
while the incidence of tax in a single-point system is 
equal, it tends to be unequal in a multi-point tax in 
case of essential and popular articles, which pass through 
more stages of sales than in the case of non-essential 
or occasionally used articles. Commodities like food- 
grains, edible oils, tobacco, clothing and shop articles 
change hands many times and more often than articles 
like tinned fruits, gold or silver ornaments, motor cars 
etc. The so-called advantage of the single-point tax 
system in this respect is not very real when it is re¬ 
membered that most of the essential goods such as food- 
grains, salt, kerosene oil, etc., are exempted under both 


the systems and consequently, there is no question of the 
incidence of tax in a multi-point system being unequal 
especially when the rate of tax under the multi-point 
system is always much lower than that under the single¬ 
point one. As has been remarked by the Gadgil Com¬ 
mittee Report (Constituted by the Bombay Government) 
there is nothing intrinsically wrong in taxing an article 
at each stage instead of at one stage only, so long as 
the total incidence of the tax on the consumer is not 
different under the two systems. Multiple taxation is 
not double-taxation. While in the single-point system 
the total burden that an article is intended to bear is 
imposed on it at one particular stage, under the multi¬ 
ple tax system or the general turnover tax, the total 
burden is so divided that a part of it is borne when¬ 
ever a commodity changes hands. There is obviously 
nothing wrong in this argument. It is true that the 
difference in incidence under the. general turnover tax 
is obvious and inevitable and varies from commodity to 
commodity according to the difference in the number 
of hands through which it passes before reaching the 
final consumer. But a differential ’ incidence is not 
necessarily unjust. As has been remarked by the Com¬ 
mittee the number of times that a commodity changes 
hands is indicative of the amount of trading and trans¬ 
port charges that its final consumer is able to bear and 
it can well be argued that taxation which is related to 
the number of occasions of trading conforms to econo¬ 
mic facts better than the single uniform tax system. 
The view that the incidence of the turnover tax will 
be larger on the commodities consumed by the poorer 
class than on those consumed by the richer, is also not 
correct. In a large number of instances of goods pro¬ 
duced, locally made and locally dealt in, the incidence 
of general turnover tax will be distinctly lighter than 
that of the single-point tax. It may be true that some 
luxury goods change hands a fewer number of times 
than a number of necessaries. But it is also equally 
true that the consumer goods required by the richer 
classes pass through a large number of hands for pur¬ 
poses of refining etc. and that this will under the gene¬ 
ral turnover tax be liable to higher rates than under 
the single-point tax. Whatever inequity remains in this 
respect, however, can well be set right by the levy of a 
special tax on luxury goods in addition to the general 
turnover tax as has been proposed in Bombay. 

(ii) The argument that under the single-point system 
the tax being a direct one the consumer is aware of its 
full incidence and is able to resist any undue increase 
in the rate of levy is also fallacious. A dealer is not 
bound to charge sales tax separately from the consumer 
and can well include the same in his selling price. On 
the other hand, the incidence of tax being heavier under 
the single-point system the consumer may at time resist 
its payment, if it is separately mentioned with the re¬ 
sult that the dealer instead of issuing cash memoranda 
or charging the tax actually sells the goods without 
charging sales tax separately and omits entering sales 
altogether in the books. This method of evasion under 
the single-point system is a very common one and is 
within the experience .of everybody. Under the multi¬ 
point system, however, the rate of tax being much lower 
neither the purchaser nor the dealer will think it worth 
his while to omit the items from the books. 

(iii) It is argued that under the multi-point system 
the cost of manufacture of manufactured goods increases 
as the tax will have to be paid on raw materials and 
subsidiary materials as well. This argument is correct 
in theory so far as it goes. But it will be found in 
actual practice that most of the requirements of raw 
materials and other subsidiary materials are imported 
by big manufacturers from outside the State and are 
thus not subjected to any tax. Furthermore, if some of 
the fuel and power requirements which these manufac¬ 
tures require are exempted from tax as is often the 
case, there will hardly be any increase in the cost of 
manufacture worth the name. In a highly industrialised 
State like Bombay this argument has not been consider¬ 
ed cogent enough to prevent that State from adopting 
the multi-point tax system. 

(iv) It is urged that a general turnover tax will ad¬ 
versely affect the export trade of a State as the ex¬ 
portable goods have to bear the tax at every stage of 
its sale from production to processing. In the first place, 
most of the exports from this State consist of coal, 
manganese, shellac and bidis as also oilseeds. No tax 
is leviable on these exports especially after the com¬ 
ing into force of Article 286 of the Constitution of India. 

(v) It is claimed that while under the single-point 
system the existing structure of trade is not disturbed 
a general turnover tax tends to disturb the same and to 
eliminate some of the middlemen. It is argued that in 
order to compete successfully a manufacturer or impor¬ 
ter will, under the general turnover tax, seek direct 
contact with retailers or consumers so as to avoid the 
levy of the tax at the intermediary stages. This is theore¬ 
tically true. In practice, however, the rate of tax being 
low under the general turnover tax there is not much 
likelihood of the disturbance of the structure of trade. 
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The omission to enter sales in the books completely 
is an evil, which exists under both the systems and 
some elective method will have to be found to root it 
out; as such omissions benefit the dealers in respect of 
income tax well in addition to the sales tax. 

(vi) One of the obvious advantages of a multi-point 
statutes for sales tax on the goods. But the constitutional 
collected without much difficulty from big manufacturers 
and big wholesale dealers (who under the single-point 
system pqy almost nothing) whose accounts are quite 
reliable and from whom collection is the least difficult. 
After this substantial portion of the revenue is secured 
the department is left with the problem of collecting 
a small portion of its revenue from the lowest grade 
of dealers and the problem of arrears and the difficul¬ 
ties in collection loses all its acuteness. Under the single¬ 
point system, however, while hardly any thing is paid 
to us by big manufacturers and wholesale dealers whose 
accounts are quite reliable.and from whom collection is 
extremely easy the department is left to collect almost 
its entire tax from the lowest grade of dealers, who 
often do not maintain complete accounts or who discon¬ 
tinue their business or manipulate their accounts and 
from whom collection of tax presents serious difficulties. 

(vii) Under the multi-point system the entire compli¬ 
cated problem of selling goods to registered dealers tax- 
free and obtaining declarations from them disappears 
and there is no need for preparing long lists of regis¬ 
tered dealers with details of amounts of sales effected 
to them supported by declarations for claiming deduc¬ 
tions. This is one of the very frequent causes for dis¬ 
content amongst the dealers and for friction between 
the department and the dealers. Under the multi-point 
system all this disappears as tax will be leviable even 
in respect of sales to registered dealers although the 
rate of tax would be much lower. 

tviii) The rate of tax under the multi-point system 
is usually half or even one third of the rate under the 
single-point system. This being so, there is lesser 
.temptation for evasion of tax in transactions between 
dealers and dealers. At the last stage when sales are 
effected to a consumer, the previous tax paid naturally 
merges into the cost price and selling price and is not 
mentioned separately. The small tax which is collected 
from the consumer by the last dealer even if it is noted 
separately is usually not objected to by the consumer 
as the incidence happens to be very low. There is thus 
no temptation to the last dealer to omit the sales 
altogether from the books as does happen frequently 
under the single-point system. 

(ix) The various complaints regarding maintenance 
of elaborate accounts that are often put forward by 
traders, are bound to diminish by the adoption of a 
system of general turnover tax. Under this system 
while sales will have probably to be continued to be 
classified under the heads taxable and tax-free, there 
need be no further classifications regarding sale# to re¬ 
gistered dealers. If a uniform rate of tax is fixed for 
all commodities the further trouble which the dealers 
have to experience in classifying goods according to the 
rates at which they are taxable will disappear and the 
temptation to shift sales taxable at higher rates to the 
head of sales taxable at lower rates would also dis¬ 
appear. This will simplify matters both for the dealers 
and the department and a constant source of friction 
between them will cease to exist. So also, there will be 
fewer hearings to be given to dealers. 

(x) Unuer the single-point system if in the assumed 
chain of registered dealers an unregistered dealer or a 
manufacturer intervenes in the middle there is obvious¬ 
ly a double-taxation and the rate of tax at once increas¬ 
es by 100%. This is a serious drawback of the single¬ 
point sysxem for which, there can be no remedy as the 
system merely lays down a scheme of taxation provid¬ 
ing tor the imposition of the full tax at the lowest stage 
when goods are sold either to an unregistered dealer 
or to a consumer. It does not and cannot provide any 
remedy for avoidance of double-taxation of the kind re¬ 
ferred''to above. Under the multi-point system, how¬ 
ever, the rate Of tax being very low the total incidence 

if the chain of dealers consists of 3 units is much 


tificate only with tne object of making profit thereby. 
This method of evasion is widely prevalent in Bengal 
and also in othed States, where the single-point system 
obtains. This method of evasion is possible because 
under it a registered dealer becomes entitled to purchase 
certain goods and also if he is a manufacturer, his re¬ 
quirements of raw materials, subsidiary materials and 
certain other goods tax-free. The result is that such 
registered dealers are a medium through whom their 
neighbours or many unregistered dealers or consumers 
obtain their requirements at a cheaper rate. This is a 
widely prevalent evasion everywhere, the checking of 
which is most difficult under the single-point system. 
Under the multi-point system, however, this evasion will 
completely disappear as a registered dealer will not be 
entitled to purchase any goods tax free and consequent¬ 
ly, neither his neighbours nor other consumers will be 
able to purchase their goods tax-free through him. 

(xiii) Under the multi-point system, the revenue 
which is realised is usually larger than that realised 
under the single-point system. This becomes possible 
as under the general turnover tax system the incidence 
of the tax has to be universal as far as possible, 
although the rate has to be kept much lower. Further¬ 
more, the chances of evasion under the multi-point sys¬ 
tem are very much less than those under the single- 
point system. 

Drawbacks of the Multi-point System .—The multi¬ 
point system has certain obvious disadvantages as well, 
which are noted below: — 

(i) Under the multi-point system there is a probabi¬ 
lity of some intervening dealers being eliminated al¬ 
together and thrown out of employment. For example, 
certain retail dealers might purchase their goods direct¬ 
ly from manufacturers or big wholesalers in order to 
be able to purchase them cheaper. In such cases the 
intervening dealers, who exist under the single-point 
system are likely to lose their custom and trade. This 
may result in unemployment and hardship to a certain 
class of dealers. But as the rate of tax under the multi¬ 
point system is usually low many dealers may not con¬ 
sider it worth their while to change their old channels 
of purchases. 

(ii) Under the multi-point system, if some goods 
change hands four times viz. from A to B, B to C, C to D 
and D to E who is an unregistered dealer, it is likely 
that the cash memo issued by A without name will be 
produced by E, the unregistered dealer and tax will be 
paid only once by A, the transactions between B, C and 
D disappearing altogether from the books resulting in 
evasion of sales tax as also income tax by the interven¬ 
ing dealers. In actual practice this method of evasion 
may not become widespread. But at any rate, some 
steps have to be taken to prevent evasion by this method,. 

(iii) Under the multi-point system sales by one dealer 
to another may well be shown as sales by one dealer 
to a relative or the servant. The result will be that tax 
will be paid only once or twice and the goods after 
they are shown as sales to the relative or a servant will 
disappear from the books altogether although the 
goods may actually be sold again in one or two stages 
before they reach the consumer or unregistered dealer. 
The result will be not only the evasion of sales tax 
but the evasion of income tax as well. It should not, 
however, be difficult to check this kind of evasion after 
proper scrutiny. 

(iv) Under the multi-point system there is a likelihood 
of wholesalers becoming commission agent for the pur¬ 
pose of sales tax with the object of minimising the inci¬ 
dence of tax if a commission agent is treated in a man¬ 
ner different from that followed under the single-point 
system. In Bombay, commission agents, who charge 
less than Rs. 1-8-0 per cent, as commission will not be 
treated or are not likely to be treated as dealers under 
the multi-point system. If some such concessions are 
granted under that system, the obvious result will be 
that several wholesalers would be tempted to present 
themselves as commission agents by making necessary 
book entries to that effect. 


less than what it is when a double-taxation occurs under 

the single-point system. 

(v>\ The administration of the multi-point tax is much 

easter Urn the administration ot the single-point sys- 
easter umu wk. " v , it to trace the transactions 
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the department. i|[5 ce and as a matter of fact, 

registration of dealers P becomes merely a formal affair. 

/ x ii> One of the widely prevalent.method of evasion 
Of t»V under the single-point system is a hiring of regis¬ 
tration certificates on annas 8 per cent or one per cent 
by dealers, who have no substantial business of their 
own and who have been able to secure registration cer- 


(3) (i) As pointed out above a dealer is tempted to 
evade the tax even after shifting the burden on to the 
consumer under a single-point taxation system, as he is 
likely to gain much more than what he would do under 
the multi-point system. In that case, the burden placed 
on the consumer is greater than is accounted for by the 
proceeds which accrue to the exchequer. 

(ii) It is only under the multi-point taxation system 
that any simplification of the procedure generally, can 
be achieved. It is a common experience that the dealers 
are not averse to paying the tax, but what they resent 
most is the requirement of maintaining bulky documents 
for a considerable length of time and meeting the com¬ 
plicated requirements of law. Simplification of forms, 
accounts etc., is a matter of detail; and once the very 
scheme underlying this taxation is simplified, this would 
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De achieved in no time. A fiat rate of tax leviable on 
the whole of the turnover of a dealer having his turn¬ 
over above a particular limit, (say Rs. 15,000 for this 
State) would be an ideally simple system of taxation, 
which would avoid any complicated accounts and forms. 
So far as small dealers i.e. dealers having turnover be¬ 
low this limit are concerned no attempt to tax them 
seems necessary or should be made. Even the burden 
of a license fees will be heavy as they will have obtain¬ 
ed the goods after paying the tax at several stages. 

(iii) In almost every State, the introduction of sal^s 
tax invariably gave rise to opposition by the mercan¬ 
tile community, who put up the arguments mentioned 
in the question. They grumbled that the incidence of 
sales tax not being insignificant, the smaller business 
units which would be actually paying tax in the single¬ 
point taxation system, would be completely wiped out 
and artificial trade-barriers would be created, thus 
throttling the trade of the country. Experience has, 
however, shown that none of these forebodings have 
come true, and the trade and commerce is proceeding 
quite normally as before. Except a few individual 
cases, no disturbance in the normal channels of trade 
become noticeable owing to the introduction of sales 
tax. This is particularly due to the elastic nature and 
capacity for adjustment of the trade organisations in 
this country. 


Question No, 132 

Since the Essential Goods (Declaration etc.) Act pass¬ 
ed by the Parliament does not affect the current method 
of taxation by the States, one can say that the passing 
of the said Act has been almost ineffectual in so far as 
bringing uniformity is concerned. The only effect, it has 
at present, is that the States are debarred from remov¬ 
ing exemption to articles mentioned in the State Acts. 
The guiding principles which should decide exemptions 
under this provision, are: that the articles are such that 
their absence from the market would cause wholesale 
disturbance in the life of almost all the citizens, or the 
article is used on such a large scale by a large number 
of members of the community that the life of many 
people would be disturbed by its absence. The inten¬ 
tion of the Constitution-makers in making this provision 
seems to be to keep the production and distribution of 
goods essential for the life of the community free from 
sales tax, so that there should be no hindrance in the 
production and distribution of such articles. To fulfil 
this intention the article must be playing a very vital 
role in the life of the community. This provision con¬ 
tained in Clause 286 should be extended also to essen¬ 
tial articles which had been subjected to sales tax, be¬ 
fore the relevant central enctment came into force. This 
should be done to ensure uniformity in the matter of 
exemptions throughout the whole of India. 


(iv) These have been described above. The compara¬ 
tive merits and demerits of the multi-point taxation 
system have been adjudged by the experience of the 
single-point taxation system obtaining in this State. 
They have been dealt with in great details above and 
there is nothing to be added. There has been no notice¬ 
able effect of the imposition of sales tax on trade and 
commerce in the State generally and the manufacturing 
industries do not appear to have been handicapped in 
any way by this tax. 

Question No, 130 

(i) There should be no special rate of tax for any 
particular article. Such a system does not merely give 
rse to administrative difficulties, but the trader is also 
always tempted to evade the special rate by making 
misclassifications and it becomes an uphill task for the 
tax-collector to assess him to tax correctly. The trader 
has to maintain separate accounts for such articles 
which means an additional burden on him. 

(ii) For the same reasons as set out above, there 
should be no special rate of levy tower than the ordi¬ 
nary rates for certain articles. 

(iii) There should be no exemptions whatsoever from 
the levy of sales tax. The lesser the burden of tax, the 
lesser the difficulties of the trade in complying with it. 
In such circumstances, the buyer is also not made aware 
of the incidence of the tax and consequently, there is 
no opposition by him. An example of this type is the 
duty on common salt, The duty is so meagre, but the 
total receipts so substantial that no buyer knows about 
its inclusion in the sales price unless specifically told 
about it. Exemptions from tax make the buyer cons¬ 
cious of the levy of the sales tax. 

There are three rates of tax depending on the cate¬ 
gories of goods as shown below; 

(i) Luxury goods such as motor vehicles, jewellery, 
silk etc., one anna in the rupee; 

(ii) The general rate of tax at 6 pies in the rupee; 

and 

(iii) The lower rate of tax on bullion specie and 
vegetable oils, 3 pies in the rupee. 

Out of the total revenue of Rs. 1,99,00,000 for the year 
1949-50. about Rs. 28,00,000 were received on 1 anna 
goods while about Rs. 6,50,000 from the 3 pies goods. 
No statistics of revenue derived article-wise are being 
maintained in this State, and therefore, the informa¬ 
tion is not available. 


The information regarding receipts from tax-free 
articles is not separately available and therefore, can¬ 
not be furnished. It is neither possible nor has it even 
become necessary to collect figures of revenue derived 
from each article or group of articles. To collect and 
compile such information is an uphill task. 

Question No. 133 

(a) The decision of the Supreme Court in Bombay 
.State vs. The United Motors (India) Ltd. and others 
(1953) 4STC 133 has given a final shape to the provi| 
sions of Article 286, According to their interpretatiom 
non-resident dealers delivering goods in a particular 
State for the purpose of consumption, therein, as a direct 
result of a sale can be assessed to tax. This position is 
theoretically very satisfactory. But in practice, it would 
cause a great hardship to the mercantile community and 
a large number of difficulties in the administration. Such 
a position envisages the registration of dealers as tax¬ 
payers in almost all the States, and in that case, they 
have to go from State to State with their account books 
for the purposes of assessment etc. It is, however, 
doubtful whether, the States can enforce their respect¬ 
ive law’s in areas beyond their jurisdiction. The mean¬ 
ing attached to “inter-State trade or commerce” occur¬ 
ring in clause (2) of -Article 286 by the Supreme Court 
is very restricted, and consequently, only a few trans¬ 
actions come within its purview. The interpretations 
given by the Supreme Coux’t have thus given^ rise to 
more problems than what they have settled. The only 
alternative in the circumstances, that is suggested for 
overcoming these difficulties is that the States should 
levy purchase-tax recoverable from the buyers in their 
own States, on such transactions. This purchase-tax 
should not be made applicable to all the articles but it 
should be restricted to only a few well-defined article? 
which can be, without much difficulty, traced to the 
buyers hands. The articles to be chosen should be such 
as on which there is widespread evasion of tax by bring¬ 
ing them from outside the State. 

(o) As pointed out above, the States should tax pur¬ 
chases, by consumers residing in them of goods obtained 
from outside. The purchase-tax system should be con¬ 
fined only to goods obtained from outside and in other 
cases, the sales tax system should continue. Any 
attempt to tax sales by non-resident dealers will give 
rise to multifarious difficulties. 

Th revenue of this State is vitally affected by the 
operation of Article 286 as interpreted by the Supreme 
Court, because a very large number of raw rnaurilaks 
and finished goods such as manganese, coal, oil-seeds. 


Question No, 131 

Unifomity relating to major principles will remove all 
problems relating to smuggling of goods from one State 
to another, out-of-account sales etc, to a large extent 
Uniformity is possible in respect of the broad principles 
underlying sales tax. The main principles would be the 
system of taxation, exemptions and rates of tax. So faj 
as the rate of tax is concerned, limits may be fixed 
within which the actual rate applicable to a State may 
vary. Exemptions should be confined to well defined 
articles which figure largely in the family budget of 
the very poor and exemption should not be granted or 
any other consideration. So far as the system of taxa¬ 
tion is concerned, as pointed out above, multi-point sys¬ 
tem appears to be the best and most suitable to Indian 
conditions. So far as the method by which such uni¬ 
formity could be obtained or could be brought about is 
concerned, the matter will have to be left to agreement 
prpopg S ates rather than to legislation by the Centre 


macs ana ssms, cot^n, rinny mniPS. sneiiac lifJJiJtT pw. 

are exported to a very large extent tO « Siu 

to places outside India. According to explanation /TH 
below Section 2(g) of the CPRr Roro* m ° n , / 

1347. many of the expolftraStS^L?^ Act 

in as sales having taken place in tvu Q C ci+ i + trapped 
1st April 1951 th! t?, 

estimated that a very big slice of c ' , ls 

Rs. 80,00,000 has been snatched awly by Auicle C 
Another problem that has arisen out of thp , 

Article 286 is the complicated question (ft dealing with 
non-resident dealers. Several consumers obtain require¬ 
ments direct from manufacturers or whoieseUers from 
outside the State and are at present escaping the ta$. 
This has now become an ail India question, and the mat¬ 
ter is under the consideration of Government. To coun¬ 
teract the loss caused by Article 286, the State Govern¬ 
ment have tightened up the administration by reorganis¬ 
ing the Sales Tax Department and are also making ex¬ 
tensive amendments to the schedules appended to the 
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Act, with a view to augment the revenue. In fact it 
can be said that they are alive to the consequences of 
the working of the said Article and have taken neces¬ 
sary steps to maintain the revenue at the previous level 
which are permissible under the Constitution and which 
are administratively practicable. 

In this State it has been noticed that advantage of 
Article 286 has been taken to a very large extent by 
consumers of particular luxury articles like motor- 
vehicles etc. In order to stop this leakage of revenue, 
it has been proposed to levy purchase tax to be collect¬ 
ed from the buyer and not from the non-resident dealer. 
With this end in view, a new, section viz,, Section 12-A 
is being introduced in the Act. According to this Sec¬ 
tion the tax will be levied on the purchaser of goods 
which have been sold in this State for the purpose of 
consumption therein as a direct result of sale, at the 
same rate as is leviable on a sale of the same goods in 
State. It is not intended to levy the tax on all the goods 
but only such goods as may be notified in the Gazette. 
This has been purposely done so because it is quite Im¬ 
practicable and unnecessary to levy the purchase tax 
on all goods. It is intended to notify only motor vehi¬ 
cles in the beginning, as it has been found that there is 
a large scale evasion of sales tax on these goods and it 
is easy to trace the goods to the purchasers as motor 
vehicles are required to be registered under the Motor 
Vehicles Act. The scope of this Section may be ex¬ 
tended to other goods as and when necessary conditions 
set out above arise. The provisions regarding assess¬ 
ment collections etc. are almost the same as are ap¬ 
plicable to sales tax. Care has been taken to avoid 
double taxation in the hands of the same person by- 
exempting registered dealers of this State from the levy 
of this tax. 

Question No 134 

The statement that lack uniformity amongst the 
States regarding the rates of sales tax and the method 
of applying it has the effect of raising barriers in inter¬ 
state commerce or of inducing uneconomic diversions 
of trade is practically true. This becomes particularly 
noticeable in border lying areas where transport of goods 
involves considerable savings in tax. Hate of tax and 
the scheme of taxation are basic matters about which 
there should be uniformity throughout the whole of 
India. 

There has been no noticeable diversion of trade from 
this State on account of the operation of the Sales Tax 
Act. In the beginning, however, complaints were made 
about cigarettes (cigarettes are taxable at one anna in a 
rupee) that in the border areas buyers took resort to 
various markets of the Bombay State where there was 
no sales tax on cigarettes. Such and other minor com¬ 
plaints did arise, but there was no indication of any 
shifting of trade from this State to outside. 

Section III— Other Remarks 
Nil. 


Section I— State Excise Factual Background 

During the Bhonsle Rule, Excise Tax known as Kalali 
or Abkari was collected in the same way as land re¬ 
venue i,e., by farming out the right to manufacture and 
sell spirituous liquor to the highest bidder. The early 
British Administration succeeded to the practice of its 
predecessor and regarded it purely as a source of re¬ 
venue. In 1904 the local administration appointed a 
Committee (The Central Provinces Excise Committee, 
1904) to examine the various systems of Excise, in force 
in the Province, and to make proposals for reorganisa¬ 
tion and reform. After detailed investigation the Com¬ 
mittee made recommendations which formed the basis 
of subsequent Excise system in the State. During this 
period the policy settled was to minimise temptation to 
those who do not drink and to discourage excess among 
those who do, and to a furtherance of this policy, all 
considerations of revenue were absolutely subordinated. 
The First Reformed Legislative Council, Central Pro¬ 
vinces and Berar, in August 1921, adopted the following 
resolution: — 

“This Council recommends to the Government to 
stop within as short a period as may be prac¬ 
ticable the sale of country liquor through the 
whole Province”, 

“In view of the strong Indian sentiment in favour of 
total abstinence and in view of the dangers of 
abuse, Goveimment is prepared to accept Pro¬ 
hibition as the ultimate gole of its Excise 
Policy,” 

In accepting the above resolution Government declar¬ 
ed as follows— 

In pursuance of the above policy various measures 
such as reduction in the number of shops, hours of sale 

42—1 T. E. Com. (ND)/55 


strength of liquor, limitation of supplies, curtailment 
of facilities at fairs and festivals, were followed much 
more vigorously than in the past, consistent with safety 
and avoidance of illicit distillation. In the year 1938 
the Central Provinces and Berar Prohibition Act, came 
into force with effect from 1 st April 1938 in certain 
areas of the State covering 9,333 square miles. The 
area was further increased in the year 1939 and statu* 
quo was maintained during the period of World War II. 
On assumption of office, the Congress Government took 
up the question again in the year 1946 and decided to 
make the whole state “dry” within a period of four 
years. With effect from 1 st January 1948 the sale and 
consumption of opium, ganja, and bhang were also pro¬ 
hibited in the “dry” areas. At present the total area 
under Prohibition is 39,643 square miles and comprises 
one-third area of the State. In the year 1953 a new 
Scheme known as “Prohibition through Permits” has 
been introduced in the whole of the Buldana district 
and the Katni-Murawara tahsil of the Jabalpur district. 
According to this system liquor is being issued only to 
addicts holding permits. The maximum quota to be 
given to ehch addict is fixed and the supplies are made 
through shops which run on commission basis. 

In regard to questions pertaining to Excise, Commis¬ 
sion may examine the Excise Commissioner. 

2, Amendments if any made during the past few 
yec rs ,—The Central Provinces and Berar Excise Act, 
1915 came into force in Central Provinces and Berar 
wiih effect form 1 st April 1916. It was amended by the 
enactments cited below :— 

(i) Central Provinces Excise (Amendment) Act 
I of 1927. 

(ii) Central Provinces Excise (Amendment) Act, VI 
of 1934. 

(iii) Central Provinces Excise (Amendment) Act, 
LVI of 1948. 

3, The rates of issue price of country spirit are fixed 
from time to time at varying rates having regard to the 
economic condition of the people in different tracts of 
the State. The present rates of the issue-price of coun¬ 
try spirit varies from Rs. 8 and annas 12 to Rs* 29 and 
annas 6 per proof gallon and a copy of the Madhya 
Pradesh, Separate Revenue Department Notification No, 
1769-1088-VilI, dated the 11th July, 1953 is enclosed, for 
information. The issue price rates of other intoxicants 


are as under; — 


Issue price 

Cost price 



rates 

rales 



(Rs. per seer) 


Opium 


350 

Rs* a. p. 
56 1 0 

Ganja 

• 

250 

4* 

0 

c 

Bhang 

. 

80 

0 

0 


The current rate of duty chargeable on Indian Made 
(potable) Foreign Liquor is Rs. 56 and annas 4 per 
London Proof Gallon. Duty at the rate of Rs. 5 only 
per proof gallon is however, charged on the spirit con¬ 
tents of medicinal spirituous preparations. This has been 
done to keep the prices at a reasonable level. This duty 
in the case of toilet preparations is charged at hte rate 
of Rs. 17 and annas 8 per proof gallon. These rates 
have been fixed considering whether the spirit is used 
for necessary purposes or for purposes of comforts and 
luxury only. 

4. Administrative set up ,—The Excise Department in 
the State of Madhya Pradesh is charged with the ad¬ 
ministration of the laws and rules relating to the manu¬ 
facture, possession, sale, import, export and transport 
of liquor, intoxicating drugs, and with the assessment 
and collection of revenue from each of these sources. 
Policy and administration are controlled by a Minister. 
At the secretariat level, the Minister is assisted by a 
Secretary and an Under Secretary. 

The Excise Commissioner administers the work of the 
Excise Department. He is assisted by 2 gazetted officers 
known as Deputy Commissioner (Excise) and Assistant 
Commissioner, (Excise). 

Subject to the general direction and control of Excise 
Commissioner, the Deputy Commissioners are responsi¬ 
ble for the excise administration in their districts and 
also for the collection of excise revenue in their res¬ 
pective jurisdiction, In every district, there is one Dis¬ 
trict Excise Officer who runs the district excise admi¬ 
nistration under the supervision and guidance of the 
Deputy Commissioner. The Ditrict Excise Officer is 
assisted by one or more Assistant District Excise Offi¬ 
cers and Sub Inspectors according to the need of a 
district from the administrative point of view. 
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Appeals and Revisions. —I. From every decision or 
order of an Excise Officer an appeal lies: — 


5. The cost of excise administration during the last 
8 years is given below: — 


(a) When the decision or order is of an officer sub¬ 
ordinate to the Deputy Commissioner—to the 
Deputy Commissioner. 

Year 


Expenditure 

Rs. 

Receipts 

Rs. 

Cost of Col¬ 
lection 
percentage 

(b) When the decision or order is of the Deputy- 
Commissioner—to the Excise Commissioner, 

1946- 47 

1947- 48 


12,66,713 

14,17,706 

221,77,480 

I 95 * 72 , 77 <> 

5*7 

7*2 

(c) When the decision or order is of Excise-Com¬ 
missioner - to the Chief Revenue Authority 

(Board of Revenue) 

1948-49 

' 949 - 5 ° 


12,99,221 

14,47,799 

'75,98,857 

214,69,240 

7*4 

7 ’* 

II. The Chief Revenue Authority, Excise Commis¬ 
sioner or Deputy Commissioner has been empowered to 
revise the order passed by his subordinate, either on his 
own motion or on the application of any person interest¬ 
ed in the decision. 

I 950-5 1 

1951 - 52 

1952- 53 (Revised Budget) 

18,47,510 

16,67,150 

12,24,000 

226,31,348 

247,21,158 

226,53,000 

8*2 

6-7 

5*4 




' 953-54 (Budget) . 

14,99,000 

225,13,000 

6*7 

Collection of revenue. —The excise revenue forms part 
of the general revenue. Arrears are recoverable as ar¬ 
rears of land revenue. The Tahsildars are personally res¬ 
ponsible for the punctual collection of the revenue. 

* 






6. Receipts and trend of receipts. —The following sta¬ 
tistics indicate the trend of receipts under the principal 
heads of excise revenue: — 

Year 


Country 

spirit 

Foreign 

liquor 

Opium 

Ganja 

Bhang 

Total 



Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

' 946-47 . 


141,12,859 

5,77,894 

28,84,755 

44,23,901 

1,78,071 

221,77,480 

' 947-48 . 


120,47,115 

4,465628 

27,43,418 

41,58,819 

1,76,790 

' 95 , 72 , 77 ° 

' 948-49 . 


127,07,703 

5,96,124 

' 7 , 97,540 

24,13,876 

83,614 

' 75 , 98,857 

I 949-50 . 


'48,75,955 

5,64,116 

29,82,283 

28,55,696 

i, 9 *** 9 o 

204,69,240 

1950-51 ..... 


'59,96,070 

6,51,040 

29 , 63 , 7'7 

28,74,878 

',45,643 

226,31,348 

1951-53 . 


169,97,049 

8,99,731 

3 1,' 4 ,928 

35*22,039 

1,87,411 

247,21,158 

1 953-53 . 

Revised Budget. 


153,90,000 

i 7,39,000 

29 , 77,000 

34,00,000 

1,47,000 

226,53,000 

1952-53 . 

Budget 


152,50*000 

7,39,000 

29,77,000 

34,00,000 

1,47,000 

225,13,000 

Increase in revenue up to 1951-52 was due to war 
prosperity. Since then, the revenues are gradually 
showing a downward trend. 

7 . Arrears.—The arrears under the various 
indicated in the sub-joined table: — 

heads are 

Year 

Country 

Spirit 

Foreign 

liquor 

Opium 

Ganja 

Bhang 

Total 

Remarks 

1 

2 

3 

4 

5 

6 

7 

8 

< 

>946 . 

21,060 


4 ** 9 ° 

10,084 

650 

35,984 


*947 . 

49,485 


10,134 

23,389 


83,008 


'948 . 

44,793 


12,493 

3**470 

2,597 

9',353 


*949 . 

',64,845 


63,088 

46,626 

2 * 54 * 

2 , 77,100 


1950 . 

1,99,164 


54,354 

33*730 

1,782 

2,88,030 


1051 . 

2,90,985 


1,01,221 

26,690 

**373 

4,20,269 


*952 . 

5,21,581 


2,76,544 

32,977 

3,569 

8,34,671 



The rise in arrears is due to economic slump. 


8 , Evasion and avoidance ,—The two principal methods 
of evasion and avoidance of excise revenue are (1) illicit 
distillation and (2) smuggling of excisable articles. 
These offences are kept in check through the excise exe¬ 
cutive staff. In order to prevent inter-state smuggling 


of intoxicants, arrangements have been made with the 
authorities of the neighbouring states for the creation of 
a shopless zone of 5 miles across the common border 
of the two adjoining States. To obviate the possibility 
of smuggling from the ‘wet’ to the ‘dry’ areas of the 
State, a shopless zone of 10 miles round the existing ‘dry’ 
areas in the State has been created. No special staff is 
appointed for this purpose. 
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Separate Revenue Department 
Notification 

Nagpur, the nth July 1953 . 

No. 1769-1080-VIII —In supersession of the Separate Revenue Department Notification No. 939-502-Vlll 
dated the 8 th May 1952, it is notified for the information of* the public that, for the areas specified in column, 
(2) of the schedule below, the State Government have fixed, with effect from the 1st January 1953, and until 
further orders, the price as specified against them in column (3) of country spirit issued from a distillery or a 
warehouse. The price is the total of the cost price of country spirit and the duty levied by the State Government 
under section 25 of the Central Provinces and Berar Excise Act, 1915 (II of 1915) :— 

Schedule 

Schedule of rates of duty (issue price) on country spirit issued from a licensed distillery or warehouse for the different arears and particulars of the 
outstill areas for the sale of country spirit manufactured in outstills from If* January 1953 
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District, tahsil or taiuq 


(0 

C hind warm district— 

contd. 

Chhindwara tahsil— 
contd. 


Sausar tahsil 


Amarwara tahsil * 

Seoul sub-division— 

Seoni tahsil 


Town or village area 


(2) 


Issue price 
per London 
proof gallon 


Issue price per gallon of 


45° U. P. 


6o® U. P. 


( 3 ) 


(4) 


Rs. a. p. 


Rs. a. p.IRs, 


(5) 


a. p. 


6. (a) Thirty-two villages of Jamai police station area as detailed in 
item 5 (a) above excluding 19 villages detailed in Separate Revenue 
Department Notification No. 491-256-VHL dated the 17th March 1949. 

(b) All villages of Bhatodia police station area except 16 villages detailed 
in item 5 ( b ) above. 

(c) Twenty-three villages of Umreth police station area detailed in item 
4 (c) above. 

(d) Eighteen villages of Mohkhed police station area detailed in item 4 
(d) above, 

{e) Seven villages ofParasia police station area detailed in item 4(A) above 

(/) All the villages in Mahulghir and Tamia police station areas excluding 
122 villages detailed in notification cited above. 

(#) Six villages of Sausar police station area as detailed in item 3(a) above 


(k) Twelve villages of Lodhikheda police station area as detailed in item 
3 ( b ) above excluding villages detailed in Separate Revenue Depart¬ 
ment Notification No. 491-256-VIII, dated the 17th March 1949. 

(l) All villages of Bichhuwa police station area excluding 91 villages de¬ 
tailed in Separate Revenue Department notification cited above. 

(j) Fifty villages of Pandhurna police station area detailed in item 3 ( c ) 
above. 


(A) All the villages in Batkakhapa and Harrai police station areas exclud¬ 
ing villages detailed in Separate Revenue Department notification re¬ 
ferred to above, 

(/) Eighteen villages of Amarwara police station area detailed in item 4 
(e) above. 


7. Seoni town and 26 villages in Seoni police station area within a radius 
of 3 miles, viz., (1) Balaria, (2) Jiarat, (3) Bhairoganj, (4) Bordei, (5) 
Manglipeth, (6) Seoni-khas, (7) Sairdewan, (8) Khairi, (9) Partapur, 
(10) Marjhor, (11) Kachwaia, (12) Seoni raiyatwari, (13) Lonia, (14) 
Lugarwara, (15) Bhamori, (16) Fared a, (17) Dunda-Seoni, (18) Binj- 
hawara, (19) Bitli, (20) Polas, (21) Semaria, (22) Manegaon, (23) 
Dorli, (24) Chhatrapur, (25) Suktara and (26) Bamandei. 

8. (a) All the villages of Seoni police station area except those in item 7 
above and the following villages of the same police station area: (1) 
Badalpur, (2) Katangi, (3) Khamaria, (4) Beltola, (5) Khankara, (6) 
Bhaliwada and (7) Sillor. 


20 10 o 


( b ) All the villages in Bandol police station area 


(r) The following 25 villages of the Berghat police station area : (1) 
Selua, (2) Jungle Budheva, (3) Khut, (4) Bori, (5) Kesla, (6) Khursipar, 
(7) Singpur, (8) Bhurkalkhapa, (9) Mohgaon, (10) Kharrapat, (11) 
Budhena, (12) Balgaon-Bamhodi, (13) Salai Khurd, (14) Balamganj, 
(15) Chichbund, (16) Nanhikaner, (17) Chandanbagh, (18) Lalmati, 
(19) Dalai, (20) Kanhai, (21) Dungaria, (22) Kodarasi, (23) Ghirchira 
(near Amgarh), (24) Pindrai and (25) Amgarh. 


L 16 14 


o 


(d) Village Chhindbarri of Kanhiwara P. S. 

(*) The following 11 villages of Kurai police station: (1) Bamhni, (2) 
Kalbori, (3) Sarasdol, (4) Kohka-Khaira, (5) Amgaon, (6) Bihiria, (7) 
Harharpur, (8) Partabpur, (9) Dhamjhir, (10) Faizpur and (11) 
Bamhni. 


5 5 3 


3 *4 o 


m 5 6 


8 4* o 


946 


6 12 o 


9. (a) The 7 villages of Seoni police station area detailed in item 8 (a) 
above. 

(b) All villages in Berghat, Kanhiwada, Khurai and Ugli police stations 
except villages noted in items 8 (c), (d) and (<?) above and also except the 
villages detailed in S.R.D. Notification No. 491-256-VIII, dated the 7th 
March 1949. 

(c) All villages of Keolaree police station area except the following 63 
villages, viz.> (i) Kohka, (2) Pipardon, (3) Aionikhapa, (4) Potalpani, 
(5) Turanga, (6) Alonikhapo raiyatwari, (7) Tendalota raiyatwari, 
(8) Bamhnikhera, (9) Bothia, (10) Dob, (11) Ghursar, (12) Malara, 
(i3)Kharsaru, (14) Mohgaon, (15) Khapa, (16) Badeli, (17) Ghargh- 
ondi, (18) Chargaon, (19) Ah ir war a, (20) Mohgaon, (21) Sahajpuri, 
(22) Siroli, (23) Mohgaon raiyatwari, (24) Bedarwani Kd,, (25) Gope- 
wani, ^26) Khursipar, (27) Ka lap at ha, (23) Tali, (29)Tala, (30) Khursi¬ 
par raiyatwari, (31) Banjarkhursipar,(32) Saliwada, (33) Malhanwada, 
(34) Pangar, (35; Sarai, (36) Khursipur, (37) Bichhua, (38) Ghhinda, 
( 39 ) Piparia alias Babaria, (40) Bakshi, (41) Bhata, (42) Raikheda, (43) 
Chandankheda, (44) Dongaria, (45) Gobaria, (46) Tindua, (47) Keolar 
(48) Kokha, (49) Thaunri, (50) Putarra, (51) Budhawar, (52) Sunehrai, 
(53) Sonjhiri, (54) Bichhua raiyatwari, (55) Bichua, (56) Sukhtara, 
(57) Chaurpatha, (58) Kemachi, (59) Saori, (60) Khapa, (61) 
Dehwani, (62) Khairranji and (63^ Go war i. 




J 


13 


7 o 


763 


560 
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District, tahsil or taluq 

(0 


Cbindwtrt district- 

eontd. 

Seoul tahsil—con/rf. 


Lakhandon tahsil 

Jabalpur district— 

Jabalpur tahsil 


Town or village area 

(*) 


io. Sixty-three villages of Keolaree police station area as detailed in 
item f) jV) above. 

Ii. The whole of the tahsil except portions detailed in Separate Reve¬ 
nue Department Notification No. 491-256 VIII, dated the 1 7th March 
y 949 * 


t, (a) All villages of City Kotwali, Cantonment and Civil Lines of 
Jabalpur town. 

(b) The following 47 villages of Garha police station area, viz., (0 Maha- 
rajpur, (2) Simba, (3) Richhai, (4) Kudwari, (5) Ambhera, (6) Gurda, 
(7) Kathonda, (8) Reonjh, (9) Karmeta, (10) Nandi, (11) Nunda, 
f 12) Raigaon, (13) Kachhnar, (14) Ratanbasha, (15) Mohania, (16) 
Naria, (17) Kaehpura, (18) Paraswara, (19) Bhadan, (20) Silua, (21) 
Bikrampur, (22) Pindari, (23) Tewar, (24) Chaukital, (25) Lalpur, 
(26) Ramnagar, (27) Purwa, (28) Gwarighat, (29) Hirdepur, (30) 
Andhua, (31) Manegaon, (32) Tilwaraghat, (33) Madan Mahal, (34) 
Mohanpur, (35) Polipathar, (36) Adjatpur, (37) Bhatoli, (38) Jileh- 
rlghat, (39) Jamtara, (40) Paraswara, (41) Goraiyaghat, (42) Seola, 
(43) Katiaghat, (44) Kajarwara, (45) Umaria, (46) Bhita and (47) 
Tiwar. 


Issue price 
per London 
proof gallon 
( 3 ) 


Rs. a. p, 


r IO 10 O 


29 6 0 


Issue price per gallon 


45 ° U. P. 

(4) 


Rs. a, p, 


5 13 6 


1626 


6o° U.P 
( 5 ) 


Rs. a. p. 


4 4 * 


u 12 c 


Pat an tahsil 


Sihora tahsil 


(r) The following 19 villages of Bar ell a police station area, viz. (1) Ka- 
rondi, (2) Ranjhi, (3) Ghandli, (4) Mahegaon, (5) Sukhlalpur, f6) 
Godheri, (7) Jaitpuri, (8) Khirua, (9) Dumna, (10) Chakdehi, (11) 
Jhiria, (12) Khamaria, (13) Khamaria Kd., (14) Tighra, (15) Ghana, 
(16) Burgawan, (17) Manegaon, (18) Mohania and(19) Balpura. 

2. (a) AH villages except those shown under Rs. 29-6-0 and Rs. n-g-o 
areas of Barella police station area as detailed in items 1 and 3 (6). 

(b) All villages of Panagar police station area . 

(c) The following 16 villages of Kundum police station area, viz,* (1) 
Deori Kd., (2) Sukri, (3) Banpuri, (4) Tola, (5) Deori Kalan, (6) Pa- 
daria, (7) Navgaon, (8) Kaimuhi, (9) Dongargaon, (10) Jamunia, (11) 
Rampur, (12) Kalaiyapur, (13) Batasi, (14) Nansapur, (15) Keolari 
and (16) Madai. 

(d) All villages of Garha police station area except those shown in item 1 
(b) above. 

(<?) The following 43 villages of Shahpura police station area, viz.> ( 1) 
Iswarkathra, (2) Piparia, (3) Gadar, (4) Katangi, (5) Lami, (6) Tua- 
khera, (7) Bandha, (8) Khairi, (9) Dharampur, (10) Barkhera, (11) 
Piparia, (12) Magarmuha, (13) Khitlakhera, (14) Kisrodh, (15) Dig- 
hori, (j6) Noni, (17) Tipra, (18) Pouri, (19) Parasia, (20) Katharia, 
(21) Nanhi, (22) Sahajpur, (23) Baijni, (24) Fuller, (25) Simeria, (26) 
Rithi, (27) Dhobi, (28) Kopra, (29) Kharwas, (30) Raiya, (31) Khera, 
(32) Tekri, (33) Piparia, (34) Ghusar, (35) Bhamroda, (36) Madaiya, 
(37) Sahajni, (38) Bagri, (39) Sorria, (40) Belpathra, (41) Machhruk- 
hera, (42) Jhapi and (43) Banspur. 


(/) All villages of Patan police station area except 54 villages detailed in 
Separate Revenue Department Notification No. 491-256-VIII, dated 
the 17th March 1949. 

(^) All villages of Katangi police station area except 32 villages detailed 
in notification cited above. 


> 19 11 


o 


(h) All villages of Matenpur Bclkheda police station area except 39 villa¬ 
ges mentioned in Separate Revenue Department notification men¬ 
tioned above. 


(t) All villages of Sihora, Bahoriband and Sleemanabad police station 
areas except 52 villages mentioned in notification referred to above. 

(j) All villages of Manjhoii police station area except 60 villages detailed 
in S. R. D. Notification No. 491-256-VIII, dated the 17th March 194.9. 

(£) All villages of Umaria and Dhimarkheda police station areas except 
76 villages, viz*) (1) Amjhal, (2) Kudia, (3) Mohda, (4) Muhncr, (5) 
Tuman, (6) Balwara, (7) Kopadalra, (8) Dongargaon, (9) Mohanpur, 
(10) Sahdar, (11) Daidal, (12) Katri, (13) Dehri, (14) Jhirri, (15) 
Khethata, (16) Amenta, (17) Khamaria, (18) Bichhpura, (19) Sa- 
laiya, (20) Pahua, (21) Khamtara, (22) Deori, (23) Singanpur, (24) 
Khereni, (25) ^Parsel, (26) Bijori, (27) Roghan, (2 81 Katra, (29) 
Jamunia, (30) Khadwara, (31) Sikaria, (32I Tirri, (33) Saranpur, (34) 
Patna, (35) Sagawan, (36) Jamunehra, (37) Bhanapur, (38) Kudri, 
(39) Hardua, (40) Ataria, (41) Sarra, (42) Bangwaiya, (43) Piparia 
Sarai, (44) Biloda, (45) Kataria, (46) Kudo, (47) Nathukhera, (48) 
Piparia, (49) Keolari, (50) Padaria, (51) Akona, (52) Sewaria, (53) 
Khirua, (54) Ghugri, {55) Bondi Kd., (56) Bondi Kalan, (57) Sigan- 
tola, (58) Dhimarkhera, (59) Bareli, (60) Rampur, (61) Bandh, (62) 
Harrai, (63) Sagina, (64) Kothi, (65) Dadar, (66) Sihora, (67) Ghhi- 
tapal, (68) Mokhas, (69) Mahag xtn, (70) Deogani, (71) Chhabai, 
(72) Umarpani, (73) Sonkuhi, (74) Deori, (75) Bichhia and (76) 
Hardua. 


i° 13 3 


7 14. o 
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Issue pric< 
per London 
proof galloi 

Issue price per gallon of 

District, tahsil or taluq 

Town or village area 

1 45 0 U, P. 

6o Q U. P. 

(1) 

w 

(3) 

(4) 

( 5 ) 

Jabalpur district — contd. 


Rs, a. p 

Rs. a. p* 

Rs. a. p. 

Sihora tahsil— contd. 

(/) All villages of Majhgawan police station area except 47 villages, viz., 
(1) Barhi, (2) Dundi, (3) Khama, (4) Karahi, (5) Changaor, (6) Deori, 
(7) Dasaiman, (8) Bareta, (9) Kansari, (10) Padaria, (11) Khameria, 
(12) Gauri, (13) Halka, (14) Basahar, (15) Gaura, (16) Itoli, (17) 
Kanjia, (18) Imlai, (19) Ghana, (20) Sontara, (21) Tikaria, (22) Ku- 
smi, (23) Antubed, (24) Amgaon, (25) Birjora, (26) Murwari, (27) 
Gopalpur, (28)Bhainswahi, (29) Mudikheda, (30) Marsihodi, (31) Pat- 
khas, (32) Kachuari, (33} Karondi, (34) Nigrai, (35) Kisli, (36) Til- 
wan, (37) Atarsua, (38) Silondi, (39) Kosamghat, (40) Kacchgaon, 
(41) Sonarkhera, (42) Sagarian, (43) Bamhori, (44) Lalpur, (45) Data, 
(46) Dhanwahi, and (47) Jharpani. 

> 19 “ c 

> 10 13 3 

7 14 0 

Murwara tahsil 

Whole of tahsil ..••»«*** 

Under 3 
scheme 

prohibition th 
from 1 st F 

‘rough permit 
'ebruary 1953. 

Jabalpur tahsil , 

3. (a) All villages of Bargi police station area . 





(b) The following 6 villages of Barela police station area, viz., (1) Basania, 
(2) Piparia, (3) Tikaria, (4) Bamnoda, (5) Ransara and (6) Chargoha, 

9 0 

659 

4 10 0 

Patan tahsil 

(^) All villages of Shahpura police station area except those detailed in 
item 2 ( e) above and 21 villages detailed in notification mentioned in 
(f) above. 

j 



Jabalpur tahsil * 

4. (a) All villages of Kundam police station area except 16 villages shown 
in item 2 (c). 


i 


Nagod State 

(b) The following 12 villages of Nagod State, viz*, (1) Amatara, (2) Ima- 
lia Piparia, (3) Chaori, (4) Dhanwahi, (5) Dharmpur, (6) Dhari, (7) 
Hardua, (8) Kundwa, (9) Kinhari, (10) Majhagwar^ (11) Pipra and 
(12) Pagara, 

l 

k 8 12 0 

4 13 9 

3 

Sagar district 

Whole of the district . • * • * * * • 


Under r:r- h 

i bit ion 

Mandla district — 





Mandla tahsil 

1. Mandla town and the following 29 villages of Mandla police station 
area within a radius of five miles, viz*, (1) Piparpani, (2) Navegaon, (3) 
Sakwah Kd., (4) Purwa, (5) Rambagh, (6) Khardeori, (7) Fondi, (8) 
Khapakn, (9) Mahrajpur, (10) Madi Zk, . (11) Madai raiyatwari, (12) 
Gonjhi, (13) Goji raiyatwari, (14) Deodara, (15) Mohgaon, (16) 
Manadehi,(i7) Laltpur, (18) Amanala, (19) Barbuspur, (20) Khudia 
ZK. (21) Bineka, (22) Jantipur, (23) Katra, (24) Binjhia, (25) Bhurka 
Khapa, (26) Khairi, (27) ImHgohab, (28) Surangdeori and (29) 
Baharkhai. 

> 13 7 0 

| 

1 

! 

7 3 ! 

! 

1 

1 

1 

1 

- 


2. (a) Nainpur and the following 47 villages of Nainpur police station 
area, viz., (1) Jeonara, (2) Andhia, (3) Gokulthana, (4) Hirapur, (5) 
Jehlwani, (6) Jamgaon, (7) Jamgaon Zk., (8) Alipur, Makka, (9) 
Delha, (10) Sangwa, (n) Samnapur, (12) Itka, (13) Saliwada, (14) 
Saliwada Chak, (15) Dhanora, (16) Ataria, (17) Niwari, (18) Umaria, 
(19) Paili, (20) Bijegaon, (21) Gonjhi, (22) Dhatura, (23) Paili Zk.„ 
(24) Lutmara, (25) Dharachi, (26) Mohgaon, (27) Khirkhiri, (28) 
Mohgaon, (29) Pindrai, (30) Piparia, (31) Tuipani, (32) Ghateri, (33) 
Chatarwada, (34) Pondi, (35) Raiwada, (36) Dungaria, (37) Palasun- 
der, (38) Tsarpur, {39) Bori, (40) Chichgaon, (41) Chichgaon raiyat¬ 
wari, (42) Chichgaon Chak, (43) Pathadehi, (44) Kohka, (45) Kare- 
gaon, (46) Chamerwahi and (47) Bori-Piperdahi. 


1 

| 

i 

l 

1 

i 

i 

1 

■ 


(b) The following 22 villages of Mandla police station area, viz*, (1) 
Jamkhar, (2) Bakora, (3) Hirdenagar, (4) Korgaon, (5) Bhapsa, (6) 
Padmi, (7) Newargaon, (8) Bhowrada(9) Samarkhapa, (io^Chat- 
wamarZk., (11) Tindni, (12) Ghazipur, (13) Katangi, (14) Baniatara, 
(15) Pajiwara, (16) Samer Khapa Zk., (17) Achli, (18) Tikaria, 
(19) Saugor, (20) Bamhori Zk., (21) Padaria and (22) Phulsager, 

► 0 11 0 

i 

i 

5 5 J ’ 

| 

I 

3*1 • 


(r) The following 51 villages of Bamhni police station area, viz., (i)Kata- 
Zk., (2) Jaharmahura, (3) Pipertola raiyatwari, (4) Mugdara, {5) Ani- 
jher Chak, (6) Tilai, (7) Amjher, (8) Kajarwada, (9) Simaria, (10) 
Sarribichhia, (11) Pipartola, (12) Barbaspur, (13) Barbaspur Zk., (14) 
Dhenko, (15) Bamhni, (16) Sakwah, (17) Jaidepur, (18) Tikarwada, 
(19) Limarwa, (20) Dhorgaon, (21) Gwra, (22) Tharka, (23) Deo- 
goan, (24) Nara, (25) Silgi, (26) Gangora, (27) Khirsaru, (28) Ghat¬ 
eri, (29) Ramgarhi, (30) Bhaliwara, (31) Chiraindongri, Zk,, 
(32) Dilwara, (33) Manegaon, (34) Rampuri, (35) Duddam, (39) 
Pipardon, (37) Pondiwara, (38) Manegaon Zk, (39) Chiraidongri, 
(40) Dilwara Zk., (41) Rampuri Zk., (42) Bhaliwara Zk., (43) Dud¬ 
dam Zk., (44) Pondi, (45) Dhanpuri, (46) Dhanpuri raiyatwari, (47) 
Indri, (48) Chandia, (49) Chandia Zk., (50) Baihar and (51) Kata. 

I 

1 


1 

j 

j 

| 

i 

i 
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Issue price per gallon of 

District, tahsil or taluq 

(i) 

Town or village area ] 

P 

( 2 ) P 

[ssue price 
ter London 
roof gallon 
(2) 

45 ° U. P. 

( 4 ) 

6 o° V- P. 

( 5 ) 

Manilla dintrlct-contd, i 

I 

ts. a. p. 

Rs. a. p. 

Rs. a. p. 

Mandla tahsil— contd. 

3. (a) All the villages of Mandla police station area except those in Rs. 
13-7-0 issue price area. 





(b) The following 72 villages of Bamhni police station area, viz., (1) 
Subheria, (2) Amakhoti, (3) Tatri raiyatwari, (4) Sara raiyatwari, 

(5) Katangi, (6) Simeria, (7) Dhanora, (8) Silwani, (9) Tatri, mal- 
guzari, (10) Bhadia, (11) Surkhi,, (12) Kampta, (13) Kampta Chak, 
(14) Khatianarangi, (15) Song, (16) Umcria raiyatwari, (17) Badachh- 
apari, (18) Tilri, (19) Surpati, (20) Bargi, (21) Bagaspur, (22) Bhar- 
belli, (23) 'Patpara, (24) Umeria, (25) Lanina, (26) Rata, (27) Khuk- 
sar, (28) Dongaria, (29) Pondi, (30) Kutwahi, (31) Sontia, (32) Jha- 
nul, (33) Mocho, (34) Chichri, (35) Aroli, (36) Malara, (37) Dhutka, 
(38) Chargaon, (39) Kerwahi (Arrian ala), (40) Bhawertal, (41) Bha- 
tiatola, (42) Sunhera, (43) Sunhera raiyatwari, (44) Borla, (45) Prem- 
pur, (46) Baja, (47) Kariagoan, (48) IChari, (49) Jamunia, (50) DR 
wara, (51) Lafra, (52) Amadongri, (53) Kakaya, (54) Bhatia, (55) 
Rewtha, (56) Manga, (57) Bijegaon, (58) Boker, (59) Keolari, (60) 
Bagli, (61) Naraini, (62) Naraini Zk t , (63) Ciiilphi, (64) Banjhi, (65) 
Chhirpani Zk, (66) Madhopur, (67) Chhirpani, (68) Ajanai, 
(69) Kamtipur, (70) Jiraghat, (71) Jaganather and (72) Ahmedpur, 





(c) All the villages of Nainpur police station area , 

9110 

5 5 3 

3 14 0 


(d) The following 13 villages of Mohgaon police station area, viz., (1) 
Kwadongri, (2) Khari, (3) Dubta, (4) Bilgadha, (5) Bilgadha raiyat¬ 
wari, (6) Sukri, (7) Salayya, (8) Dhangaon, (9) Piperpani, (10) Ram- 
puri, (u) Karopani, (12) Tikra-Berpani and (13) Singarpur. 

► 



Niwas tahsil 

(<?) All villages of Tikaria and Bijedandi police station areas. 





(/) All villages of Niwas police station area except 53 villages, viz., (1) 
Mohgaon, (2) Hirapur raiyatwari, (3) Jabcda, (4) Seoni, (5) Basgarhi, 
(6) Seoni block raiyatwari, (7) Hirnachhappar, (8) Hirnachhapcr rai¬ 
yatwari, (9) Fadki, (10) l'adki raiyatva (11) Jabcda raiyatwari, 
(12) Tenduwar, (13) Majhgaon, (14) Mansurghughri, (15) Mansurgh- 
ughri raiyatwari, (16) D^ori, (17) Padaikona, (18) Bamni, (19) Bamni 
raiyatwari, (20) Ghatamgaon, (21) Rampuri, (22) Tenduwar raiyat¬ 
wari, (23) Deori-Rampuri raiyatwari, (24) Paddikona raiyatwari, 
(25), Taordara, (26) Kafangi, (27) Barbaspur, (28) Sarwahi, (dg) 
Badjhar, (30) Bichhia, (31) Ghhapara raiyatwari, (32) Umaria, (33) • 
Dalkabhanda raiyatwari, (34) Imlai, (35) Gopaiya raiyatwari, (36) 
Dhanoli, (37) Mohni, (38) Mohni raiyatwari, (39) Kutdhar raiyatwari. 
(40) Bhanpur, (41) Silthar, (42) Tikrahanda, (43) Bilgarha, (44) 
Kutrai, (45) Sarangpur, (46) Fulwafi, (47) Kutrai raiyatwari, (48) 
Dukarghat, (49) Marwari raiyatwari, (50) Balpur raiyatwari, (51) 
Mundi raiyatwari, (52) Biswani raiyatwari and (53) Matyari raiyat¬ 
wari. 

! 




4, Rest of the district . 

t 


Outstills. 


Hosbangabad district 

Whole of the district 


Under prohi¬ 
bition. 


Nlmar district 

Raipur district — 

Whole of the district. 


Under prohi¬ 
bition. 


Dhamtari tahsil 

1. (a) All villages of the Sihawa police station area except villages of 
patwari circle No. 77 other than Achholi, Dongardulla, Kallemeta 
and Tumbahar. 

X 



'Mahasamund tahsil 

(b) All villages of the Mainpur police station area except villages of pat¬ 
wari circle No, 14 other than Andora, Jaitpur, Aundi and Sarai. 

1 

1 




(c) All villages of Gariaband police station area except the following 5 
villages, viz., (1) Maragaon, (2) Saraibhader, (3) Mohera, (4) Nirai and 
(5) Jalkunbi-Madan of Dhamtari tahsil, patwari circle No. 73, Kach- 
wal and Hard! of patwari circle No. 8 and all villages of patwari circle 
Nos. 9, 10 , ii, 12 and 13 (except Gajra and Parsuli) of Bindranawa- 
garh zamindari. 

(d) All villages of the Ghhura police station area except the villages of 
patwari circle Nos. 1, 2, 3, 4, 5, 6, Phalbahra, Maliyar, Pcndra, Kat- 
Khusra, Seoni, Barpani, Kothigaon, Chhtraniadai and Kamra, of pat¬ 
wari circle No. 7, Bamhni, Dawartara, Karchul, Deosara, Mudagaon, 
Akalwara and Fingeshwar of patwari circle No. 8, Amethi, Kasek- 
heda, Sejapali, Gondalbhira, Bhaira Nayapara of patwari circle No. 10 
and Amtor, Patsiwni, Piparhata, Deogaon, Parsoda Khurd, Bodra 
Bhanda, Khudiadih, Birnibehra, Nagin-behra, Lonjhar and Jamli of 
patwari circle No. 11 of Fingeswar zamindari. 

► 

1 

Outstills. 



Villages of Komakhan police station area other than village of pat¬ 
wari circle Nos. 1 and 2 ofNarra zamindari, villages Bajaridih and Nar- 
tori of patwari circle No. 2 ; Bhatgaon of patwari circle Nos. 4 and 5 
except Bajkota, Deori and Ghingaria; villages of patwari circle Nos. 
6 ) 7 > 8 > 9 > 10 an d 11 Saurmar zamindari and villages of patwari circle 
No. 13 of kaudia ramindari. 
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District, tahsil or taluq 


W 


Raipur district — contd. 


Mahasamund tahsil- 
contd. 


Bilaspur district- 

Bilaspur tahsil 


Mungeli tahsil 


Town or village area 


( 3 )' 


Issue price 
per London 
proof gallon 

(3) 


Issue price per gallon of 


(/) Villages of Pithora police station-house area other than villages of 
patwari circle Nos. i, 2, 3, 4, 5> 6, 7, 8, 9 (except Khaprakhol), patwari 
circle Nos. 10 (except Nawapara), 11, 12, of Kaudia zamindari, pat¬ 
wari circle No. 1 of Deori zamindari. 

(g) Villages of Basna police station area other than villages of patwari cir- 
cle Nos. 2 and 3 of Deori zamindari and I and 2 of Phuljhar zamindari 
Saraipali police station area except villages of patwari circle No. 5 (ex¬ 
cluding Sagarpali) of Phuljhar zamindari. 

(h) All the villages of the Deobhog police station area 


2. Rest of the district 


1. Bilaspur town, Bilaspur railway station and the following 37 villages of 
the Bilaspur police station area, viz-(l) Tifra, (2) Sirgitti, (3) Torwa, 
(4) Kudurdand, (5) Chantidihi, (6) Lingiadihi, (7) Mopka, (8) Man- 
gla, (9) Mangla Muafi, (10) Ameri, (11) Ghuru, (12) Sarkanda, (13) 
Deori, (14) Tola, (15) Sakri, (xG) Uslapur, (17) Hafa, (18) Lokhandi, 
(19) Koni, (20) Khamtarai, (21) Bhohatarai, (22) Bijor, (23) Moha¬ 
mad, (24) Pohanda, (25) Basid, (26) Karmi, (27) Basia, (28) Banak- 
dihi, (29) Nagpura Hardt, (30) Bodri, (31) Parsada, (32) Saida, (33) 
Mendra, (34) Birkona, (35) Naogai, (36) Dori and (37) Domohani. 


2. (a) All villages in the Bilaspur police station area except Bilaspur 
town, Bilaspur railway station and 37 villages detailed in item 1 above. 

( b ) The following 65 villages of Kota police station area, viz., (1) Kalmi- 
tar, (2) Kalartarai, (3) Khurdur, (4) Pathora, (5) Pipartarai, (6) Mo- 
hanbhata, (7) Gherkabandha, (8) Gokulpur, (9) Ghanga, (10) Neora, 
(11) Bharari, (12) Bhunda, (13) Bhankapa, (14) Khargahana, (15) 
Khargahani, (16) Ganbandh, (17) Bodam, (18) Lamer, (19) Lalpur, 
(20) Amoli, (21) Ganyari, (22) Ghorbhatti, (23) Poni, (24) Beltukri, 
(25) Kota, (26) Kaurjmunda, (27) Ranisagar, (28) Bankighat, (29) 
Umarmaru, {30) Jogipura, (31) Pondi, (32) Salka,(33) Majhgaon, 
(34) Jhingatpur, (35) Semaria, (36) Nawagaon, (37) Amarpani, 
(38) Billiband, (39) KargiKala, (40) Dhanrao, (41) Dindol, (42) Lam- 
kena, (43) Karka, (44) Karpiha, (45) Keorapara, (46) Jogipur,(47) 
Mohatara,(48)Kori, (4g)Gobripat, (50) Changori, (51) Neosa,(52) Po- 
tata, (53) Parsada, (54) Bedapat, (55) Litia, (56) Sheotarai, (57) Sa- 
raipali, (58) Damanpur, (59) Amni, (60) KargiKd., (61) Khairjhitti, 
(62) Tanda, (63) Baraduar, (64) Mohodi and (65) Lokhand. 

(. c ) All the villages of Police station, Ratanpur, except the villages given 
in the Notification No. 491-256-VIII, dated 17th March 1949* 

(d) All villages in the Takhatpur police station area except the following 
28 villages, viz., (1) Bhimpuri, (2) Ranidera, (3) Newsa, (4) Ghogra, 
(5) Junapara, (6) Sabha, (7) Kathamunda, (8) Kanchanpur, (9) Sing- 
hanpuri, (10) Chorha Singhanpuri, (11) Rahmcpur, (12) Sawantpur, 
(13) Kathamunda, (14) Bargan, (15) Nawapara, (16) Tingipur, (17) 
Gamja, (18) Pali, (19) Manpahari, (20) Bandha, (21) Jogipur, (22) 
Khatola. (23) Domanpur, (24) Darry, (25) Bijaipur, (26) Belsara, 
(27) Sakheri and (28) Safribhata. 


}. Mungeli town and 96 villages in Mungeli police station-house area, 
viz., (1) Ramghad, (2) Lalkapa, (3) Khairwar, (4) Rehauta, (5) 
Kodukapa, (6) Mama, (7) Bhacha, (8) Chirula, (9) Lokaipur, (10) 
Bhardo, (11) Chainu, (12) Sltapur, (13) Pandarbhata, (14) Nawagaon, 
(15) Chiriakapa, (16) Bhadukapa, (17) Noniakachar, (18) Pailachua, 
(19) Sonpuri, (20) Bhamrakapa. (21) Jamkuhi, (22) Mahwa Madwa, 
(23) Bachara, (24) Lachanpur, (25) Kbapri, (26) Deori, (27) Kheda, 
(28) Limha, (29) Gidha, (30) Karhi, (31) Ghamari, (32) Bharakunda, 
(33) Birgaon, (34) Jhulna. (35) Raiwatvpar, (36) Dhaba, (37) Nawa¬ 
gaon, (38) Ghutera, (39) Thakurkapa, (40) Deogaon, (41) Surrighat, 
(42) Deori, (43) Surda, (44) Jhilghadi, (4.5) Ghichasara, (46) Baraidera 
(47) Sangwa, (48) Afnlidih, (49) Jagarhata, (50) Mohtara, (51) Bagha- 
munda, (52) Chatarkhar, (53) Challan, (54) Nawagaon Tarhod, (55) 
Phandwani, (56) Gastikapa, (57) Jailpuri, (58) Damapur, (59) Dhan- 
gaon, (60) Dokidesh, (61) Nirjham, (62) Chawara Budeli, (63) Bundeli, 
(64) Jangalpur, (65) Sambalpur, (66) Guna Gosain, (67) Nawagaon 
Temri, (68) Kapojiakapa, (69) Temri, (70) Karrupan, (71) Banpara 
(72) Ramakapa, (73) Lilwakapa, (74) Nawaspur, (73) Barbaspur, (76) 
Sonwani, (77) Jethukapa, (78) Dhullinbsi, (79) Kamta, (80) Ghospu- 
ra, _ (81) Rajpura, (82) Kahadia, (83) Par an, (84) Ghuteli, (85) Jait- 
puri, (86) Dhapai, (87) Karhi, (88) Annwara Bandha, (89) Kohlia, 
(90) Chakarbhata, (91) Bhasamunda, (92) Tingupur, (93) Bankai, 


( 94 ) Sonpuri, (95) Sitalkunda and (96) Singbunda. 


Rs. 


I 26 4 o 


18 12 O 


13 7 


45° U.P. 

(4) 


Rs. a. p, 


Outstills. 


6o° U. P. 
(5) 


Ri. a.p« 


Under prohibition. 


14 7 o 


10 5 


763 


10 8 o 


780 


560 
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District, tahsil or taluq 

(i) 


Town or village area 

( 2 ) 


Issue price 
per London 
proof gallon 

( 3 ) 


Issue price per gallon of 


45° U. P- 

(4) 


6o° U, F. 

(5) 


Bilaspur district— 

contd . 

Janjgir tahsil 


Durg district— 

Durg tahsil 

Bemetara tahisl 


Rajanandgaon tahsil 

* 

Dongargarh tahsil 

Dhairagarh tahsil 

Dongargarh tahsil 
Sanjari'-Balod tahsil 

Rajnandgaon 

Bemetara tahsil 

Ghhuikhadan tahsil 
Khamaria 
Khairagarh tahsil 

Sanjari Bolod 

Kawardha tahsil 

Bhandara district— 

Bhandara tahsil 


Gondia tahsil 


Rs. a. p. 


4. The whole tahsil 


5. Rest of the district except the villages mentioned in Separate Revenue 
Department Notification No. 491-25—-VIII, dated the 17th March 
1949 - 


1. The whole tahsil 


2. All the villages in Bemetara and Nawagarh police station areas com¬ 
prising five shops, iz-t Bemetara, Dodhi, Khandsaru, Chhirha and 
Nawagarh, except the area in shopiess zone detailed in Separate Re¬ 
venue Department Notification No, 491-256-VIII, dated the 17th 
March 1949. 


3, Rajnandgaon municipal area including villages within a radius of five 
miles except those in shopless zone area. 


4. Dongargarh municipal area including villages within a radius of five 
miles. 


5, Khairagarh town including villages of Khairagarh tahsil within a ra¬ 
dius of five miles from Khairagarh town. 


6. The whole of Dongargarh tahsil except the area shown in item 4 above. 

7. All villages except 94 in Manpur police station area and in shoples^ 


8, All villages in Rajnandgaon and Saja tahsil except those in item 3 
above and the area in shopless zone detailed in. Separate Revenue De¬ 
partment notification cited above. 


9. All villages in six zamindaries, (1) Parpodi, (2) Gandai-Pardaria,^) 
Sahaspur-Lohara, (4) Barbaspur, (5) Silhati and (6) Thakurtola, 
except the area in shopless zone. 


10. All villages in Chhuikhadan except those in shopless zone 

11. All villages in Khamaria tahsil . • 


12. All villages in Khairagarh tahsil except those in item 5 above and 
also those included in shopless zone. 


13. Ninety-four villages in Manpur, Karaicha and Anndhi zamindaries 
in Manpur police station area. 


Rs, a. p. 


Under prohi¬ 
bition. 

Outs tills. 


Rs, a. p* 


15 o o 


1812 o 


Under prohi¬ 
bition. 


840 


Jo 5 o 


600 


780 


14. The whole tahsil 


I. (a) Tumsar town and Dewhadi and the following 19 villages of Turn- 
sar police station area within a radius of three'miles from Tumsar, viz-, 
(1) Piparia, (2) Mehgaon, (3) Hassara, (4) Khapa, (5) Mangli, (6) 
Paraswada, (7) Tudka, ( 8 ) Tamaswad-i, (9) Seoni Khurd, (10) Ma- 
dgi, (11) Bamhani, (12) Koshtee, (13) Bori, (14) Nawegaon, (15) 
Umar wad a, (16) Don gar la, (17) Khairlanjee, (18) Yerli and (19) 
Jharli. 

(b) Gondia town an spurrounding 13 villages of Gondia police station 
area within a radius of three miles, viz., (1) Jabartola, (2) Nagra, (3) 

Barbaspura, (4) Kudwa, (5) Katangi, (6) Temni, (7) Nagpura, (8) 
Gondia Khurd, (9) Chulod, (10) Pindkepar, (11) Fulchur, (12) Ka- 
ranja and (13) Tumkheda. 

(c) The following three villages of Dawaniwada station-house area, viz., 
(l) Mundipar, (2) Dhakni and (3) Chutia. 


15 o o 


840 


600 


11 90 


6 5 9 


4 10 0 


k 11 9 o 


6 5 9 


4 10 o 


Outstills. 


29 6 o 


1626 


11 12 0 
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District, tahsil, or taluq 


(i) 


Town or village area 

Issue price 


per London 


proof gallon 

(2) 

o) 


Issue price per gallon of 


45° U. P. 
(4) 


6o° U. P. 
( 5 ) 


Bhandara district 

— conld. 

Sakoli tahsil 


Rs. a. p. 


Rs. a. p. 


Rs. a. p. 


2* (a) All villages of Chichgarh police station area 


(. b ) The following 47 villages of Arjuni police station area, viz., (1) Kat- 
gaon, (2) Janwa, (3) Egan, (4) Erandi, (5) Mohagaon, (6)Khadda,' 

(7) Wadegaon, (8) Ambora, (9) Arattondi, (10) Parastola, (n) Wa- 
rahi, (12) Gawarra, (13) Keshori, (14) Chicholi, (15) Khokri, (16) 
Karandi, (17) Nimgaon, (18) Partapgarh, (19) Kadholi, (20) Gothan- 
gaon, (21) Bondgaon, (22) Gadhari, (23) Jamdi, (24) Umarpaili, (25) 
Dongargaon, (26) Tukum-Narayan, (27) Gordonpur raiyatwari village V 11 
(28) Kaneri, (29) Kelwad, (30) Jarogata, (31) Surgaon, (32) Yerandi, 

(33) Surtoli, (34) Salai, (35) Kudke, (36) Dongargaon, (37) Bhan- 
dari, (38) Mahuli, (39) Idd, (40) Junewani, (41) Jambli, (42) Saigaon, 

(43) Kanhadgaon, (44) Khadki, (45) Rajoli, (46) Bharnoli, and (47) 
Trikhuri. 


9 o 


6 5 9 


4 10 o 


.(c) The following 7 villages of Duggipar police station area, viz., (1) Ma- 
sulkar, (2) Deori, (3) Chichewada, (4) Malharbodi, (5) Bharregaon, 
(6) Bhagi and (7) Sirpur. 


Bhandara tahsil 


Gondia tahsil 


Bhandara tahsil 


Gondia tahsil 


Sakoli tahsil 


Balaghat district- 

Balaghat tahsil 


(а) The following 38 villages of Duggipar police station area, viz., 

(I) Rajguda, (2) Mogarra, (3) Bamni, (4) Khadki, (5) Padampur, 

(б) Mangardhikde, (7) Dhobisarad, (8) Maramjob, (9) Sehkepar, 
(to) Saledharni, (n) Usrimeta, (12) Kollari, (13) ^ Mohogata, (i 4 ) 
Senda, (15) Kohlipar, (16) Mundipar, (17) Murdoli, (18) Gatamoa, 
(19) Dawki, (20) Sitepar, (21) Borgaon, (22) Pindkepar, (23) Amgaon, 
(24) Jamnapur, (25) Tekebedar, (26) Wadegaon, (27) Chhatartola, 
(28) Mullai, (29) Charbhata, (30) Subraitola, (31) Loharra, (32) 
Surtoli, (33) Alejnari, (34) Khamtolao, (35) Salegaon, (36) Dongar¬ 
gaon, (37) Jhunjaritola and (38) Khursipar. 

(b) The following 55 villages of Amagaon police station area, viz., (1) 
Phukimeta, (2) Purada, (3) Murpar, (4) Pandharwani, (5) Bijipar 
(6) Kptra, (7) Sirpur, (8) Maramjob, (9) Kularbhati, (to) Lonara, 

(II) Kopalgarh, (12) Turrnudi, (13) Ghandsuraj, (14) Tuyagondi, 
(15) Banjari, (16) Diwetsur, (17) Murkudoh, (18) Jamkude, (19) 
Darekasa, (20) Dhancgaon, (21) Kachargarh, (22) Dandori, (23) 
Mangarh, (24) Kosamtarra, (25) Nawatola, (26) Daldalkuhi, (27) 
Gendurjharia, (28) Jamdi, (29) Dhansuwa, (30) Halbitola (31) Tirk- 
hedi, (32) Gorra, (33) Bhajiadand, (34) Bhanpur^ (35) Girola, (36) 
Bodalbodi, (37) Amagaon Kd., (38) Salekasa, (39) Nimba,(4o) Kohali, 
(41) Pangaon, (42) Pawaddawana, (43) Pandhari, (44) Piparia, (45) 
Nimba, (46) Alebedar, (47) Halbitola, (48) Chichtola, (49) Pathan- 
tola, (50) Pipaltola, (51) Wowara, (52) Dongargaon, (53) Saoli, (54) 
Sirmalkasa and (55) Kankajhari. 

4 , (a) All villages of Bhandara police station area except Bhandara town 
and the area detailed in Separate Revenue Department Notification 
No. 491-256-VIII, dated the 17th March 1949. 

(6) All villages of Tumsar police station area except Tumsar and Dewadi 
towns and ig villages detailed in item 1 (a) above. 

(r) All villages of Andhargaon, Adyar and Paoni police station areas ex¬ 
cept Andhargaon, Paoni and Adyar towns and the areas detailed in 
notification mentioned in 4 (a) above. 

(, d) All villages of Gondia police station area except 13 villages derailed 
in item I ( b) above. 

(*) All villages of Dawaniwada police station area except three villages 
detailed in item 1 (c) above. 

(/) All villages of Amgaon police station area except 55 villages detailed 
in item 3 ( b ) above. 

Qj) All villages of Tirora police station area ..... 

(A) All villages of Duggipar police station area except 45 villages detailed 
m items 2 \v) and 3 ( a ) above. 

(i) All villages of Arjuni police station area except 47 villages detailed in 
item 2 ( b ) above. 

(j) All villages of Sakoli and Lakhandur police station areas except those 
detailed in Separate Revenue Department notification mentioned 
above. 


1. Balaghat town (municipal area) and 8 villages, viz-, Awalazari, Khari, 
Boda, Bagholi, Bhatera, Sarekha, Kadru and Gaikhuri in the Bala¬ 
ghat police station area. 


i 4 6 


\ 20 10 


26 4 o 


7 14 6 


11 5 6 


14 7 o 


5 


12 c 


8 4 o 


10 8 o 
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tahsil, or taluq 


Town or village are? 


1st price per gallon of 

Issue price- 

per London 

proof gallon 45° U. P. 6o° U. P. 


Balaghat dlsric t-contd. 
Balaghat tahsil— contd. 


Waraseoni tahsil 


2. (a) All villages in the Balaghat, Kirnapur, Lamta and Lanji police 
station areas except Balaghat town and the 8 villages mentioned in 
item 1 above and 18 villages of Baihar tahsil in police station area Lanji, 
viz., (1) Murum, (2) Ghauria, (3) Ghilora, (4) Jaitpuri, (5) Jhakurda, 
ri, (7) Juma, (8) Dadkasa, (9) Pitkona, (10) Bhatawar-lendi, 
(n) Bhanderi, (12) Munda, (13) Mahurdali, (14) Lafra, (15) Latri, 
(16) Wardhakhurd, (17) Sonpuri and (18) Kachargarh. 

(Z>) All villages in the Waraseoni, Lalburra, Katangi, Rampaili, and 
Kirodi police station areas, except the 33 villages in shopless zone, de¬ 
tailed in Separate Revenue Department Notification No. 491-256-VIII, 
dated the 17th March 1949. 


16 14 o 


Baihar tahsil ♦ 


Amravatf district— 

Melghat taluq 


3. AU villages in the Baihar, Paraswada, Rupjhar and Birsa police station 
areas and 18 villages of Lanji police station area detailed in item 2 (a) 
above, i.e., the whole of the Baihar tahsil. 


1. Gudgamaloor, Jhilingpati, Kot Jagir villages,—Kotha, Kara, Jambu, 
Nanduri, Chosekheda of police station-house Dharni, Keolar. Bagdari, 
Rainikunda, Panchongagi, Toranwari and villages of patwari circle No. 

11 of Chikalda police station-house and the following villages in the for¬ 
est areas supervised by the Divisional Porest Officer, Amravati.—Dumi 
Raipatha, Butrum, Haris at, Mangia, Bhiroia, Keli, ICund, Taroobada, 
Kesarpur, Chikli, Kaksha, Arao, Dhakna, Bhandum, Bothra, Bori, Buti, 
Nargori, Bodu, Bilu, Barugohan, Lekhiwara, Pokharballa, Pa nasi, 
Ghobifa, Eti, Kund, Kharia, Kuppa-Dhana, Piparia, Tmcbhru, flirde, 
Bordha, Munda, Bhuru, Ycktai, Salita, Bandum, Sornita, Bupa-Balla, 
Chil-Hatia, Simori, Karanjakbera, Rahu, Bib a, Panchmadeo, Ha Lru, 
Dhagapatha, Ukaida-Balla, Yekamba, Khorip-Kua, Kumia, Jarida, 
Mheriam, Rajadoa, Mahijharandha, Lepdhar, Khokhardhar, Ban- 
gatekra, Kuarduo-Balla, Kaikheda, Dolaram-Parao, Kumbhikhcdi- 
Mandilawa, Tembruwala, Kharimal, Awagarh, Umri, Bori, Khandu, 
kheda, Ghana, Dolar, Buadeo-Tekara, Chunkhari, Naolgaon, Bicchu- 
kheda, Kamtha-Balla, Raipur, Bakru-Balaa, Sakia Balia, Kumbhi, 
Chikalam-Balla, Kanpatiparao, Koinatatalalu-Balla,A3eriballa 3 Karao- 
Balla, Rakhia-Balla, Pipalpadeo, Katkumbh, Sembadoh, Ruins, 
Makal Chitamdeotekra, Matiar, Kolkaz, Adapur, Bclakheda, Kai- 
wada, Sakriparao, Rangraoparao, Dhorkat, Kelikuaparao, Keli-Balla, 
Dolar, Koha, Pilli and Selu. 

2, Rest of the district ......... 


Under prohibition. 


Akola district 


Whole of the district 


U nder prohibition. 


Buldana district 


Yeotmal district— 

Yeotmal Taluq 


Whole of the district .... 


1. Yeotmal town (Municipal area) 


Under prohibition through permits 1 
scheme with effect from 1st February 
1953 - I ( 


Pusad taluq 


Darwah taluq 


Kalapur taluq 


2, (a) The following 23 villages of Bittcrgaon police station area, viz ., (1) 
Amdapur, (2) Kurli, (3) Dongargaon, (4) Sirmal, (5) Rahur, (6) Takli, 
(7) Bhawani, (8) Jam, (9) Ghoroli, (10) Soit, (11) Borgaon, (12) Da- 
rati, (13) Kharabi, ^14) Paroti, (15) Gari, (16) Therdi, (17) Dhansari, 
(18) Wadgaon, (19) Jeoli, (20) Murli, (21) Korta, (22) Isapur. and 
(23) Chincholi, 

(b) The following 26 villages of Mahagaon police station area, viz ., (1) 
Kasarbehel, (2) Anantwadi, (3) Kharanjkhed, (4) Thar Kd., (5) San- 
gam, (6) Fulsawangi, (7) Kali, (8) Tembhi, (9) Warud, (io) Warad, 
(11) Dhanoda, (12) Kaotha, (13) Thar Bk., (14) Pimpalgaon, (15) 
Amboda. (16) Pohondul, (17) Bhosa, (18) Dahisali, (19) Heora, (20) 
Lewa, (21) Ijani, (22) Kawarwadi, (23) Gaul, (24) Khadaka, (25) 
Dongargaon and (26) Asoli, 

(c) The following 11 villages of Arni police station area, viz., (1) Anjan- 
khed, (2) Shelu, (3) Kaotha, (4) Shendurjani, ( 5 ) Sakur, (6) Kosdani, 
(7) Lonbehel, (8) Donwada, (9) Dhanoda, (10) Chikhali and (it) 
Satala, 

(d) The following 34 villages of Parwa police station area, viz., (1) Ichora, 
(2) Warud, (3) Daheli, (4) Malegaon, (5) Datodi, (6) Warur, (7) 
Gudha, (8) Kap, (9) Palodi, (10) Jhaparwai, (11) Kaotha Bk., (12) 
Bilayat, (13) Tadsaoli, (14) Kurli,(15) Umri, (i6)Ayata, (17) Ghimata, 
(18) Kaotha Kd., (19) Chikhalwardha, (20) Waghara Takli, (21) Jha- 
tala, (22) Taroda, (23) Kapsi, (24) Patapangara, (25) Arli, (26) Pardi, 
(27} Mangi-Sawargaon, (28) Sawangi, (29) Sagada, (30) Bhimkund, 
(31) Ganeri, (32) Saifal, (33) Mahur and (34) Karba. 

(e) The following 15 villages of Pandharkaora police station area, viz., (1) 
Arli, (2) Heori, (3) Wadwad, (4) Khairgaon, (5) Chanakha, (6) Nim- ! 
deheli, (7) Rudha, (8) Sukli, (9) Pimpri, (10) Kodori, (11) Pimpalk- 
huti, (12) Karegaon, (13) Darayapur, (i 4 ) Pimpalshenda and (15) 
Maregaon. 


15 o 0 


600 
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District, tahsil or taluq 

Town or village area 

Issue price 
per London 
proof gallon 

(0 

(2) 

(3) 

Yeotmal district— contd. 


Rs. a. p. 

Wani taluq 

(f) The following 35 villages of Patan police station area, viz., (l) Patan, 
(2) Chalbardi, (3) Surdapur, (4) Rampeth, ^5) Amba, (6) Digras, (7) 
Durwa, (8) Raipur, (9) Kharbud, (10) Birsaipeth, (11) Sekapur, (12) 
Mangli, (13) Lingati, (14) Yeoli, (15) Arjuna, (16) Hirapur, (17) Ra- 
jur, (18) Bilampur, (19) Satpalli, (20) Mukatban, (21) Saola, (22) 
Kharki, (23) Ahirli, (24) Umri, (25) Watoli, (26) Dabha, (27) Dorli, 
(28) Yarsi, (29) Kathera, (30) Mujara, (31) Argaon, (32) Amlon (33) 
Ekapur, (34) Weradand (35)Januni. 



(g) The following 30 villages of Sir pur police station area, viz,, (1) Sakra, 
(2) Chilai, (3) Thundra, 14) Mod, (5) Dhunki, (6) Jamni, (7) Dewal- 
wada, (8) Nimbara, (9) Bori, (10) Gawari, (11) Dhakori, (12) Tejapur, 
(13) Dorli, (14) Murti, (15) Ghikhali, (16) Patri, (17) Paramdohai, 
(18) Kami an, (19) Chaiiakha, (20) Takli, (21) Sindola, (22) Yanak, 
(23) Yenand, (24) Kolgaon, (25) Nandgaon, (26) Ghincholi, (27) 
Seoni, (28) Mangoli, (29) Jugad and (30) Mathori. 

1500 

► 

AH the five taluqs 

3. All the villages and towns in the five taluqs except those detailed in 
items 1 and 2 above and in the shopless zone detailed in Separate 
Revenue Department Notification No. 491-25)6-VIII, dated the 
17th March 1949. 

20 10 0 


Issue price per gallon of 


45 q U. P. 
(4) 

Rs, a. p. 


6 o° tr.P, 

(5) 

Rs, a. p. 


840 600 


1156 


840 


Raigarh district— 


Raigarh tahsil 


Raigarh and Sakti 
tahsils. 

Kharsia tahsil 
Gharghoda tahsil 


1. Raigarh town including the villages (1) Garh-Umaria, (2) Bhikbari- 
mal, (3) Gopalpur, (4)‘Amapali, (5) Bhelwan-tikra, (6) Saraipali, (7) 
Urdana, (8) Gorka, (9) Bhagwanpur, (10) Kalmi, (n) Kosampali, 
(12) Kascrpara, (13) Jagatpur. (14) Rampur, (15) Bafleunlhpur, (16) 

I Gobardhsnpur, (17) Beladula, (18) Mahrajpur, (19) Vijaipur, 

[ (20) Medharpal, (21) Barmuda, (22) ICouhakunda, *23) Chhote-At- 

tarmuda, (24) Badc-Attarmuda, (25) Darogaruuda, (26) Sangitarai, 
(27) Lamidarha, (28) Diwanmuda, (29) Chhatamura, (30) Sahdec- 
pali, (31) Chergapali, (32) Baojinpali, (33) Amlibhona, (34) Mithu- 
muda and (35) Pandripani. 

2. The rest of Raigarh tashil and tvhcle of Sakti tahsil 

3. Kharsia tahsil ...... 

4. The following villages, viz., (1) Taraimal, (2) Bhansgarh and (3) Bar- 
kachhar including the following villages in Gharghoda police station- 
house, viz., (1) Ghatgaon, (2) Tumidih, (3) Punjipathra and (4) Sa- 
marruma and the following villages in Tamnar police station-house, 
viz*i (1) Gourmuncii (2) Saraipali, (3) Jamdabri, (4) Pandikipahri, 
(5) Jhingore, (6) Amaghat, (7) Kasdol, (8) Salihari,(g) Kantajharia, 

s (10) Gorkamuda, (11) Ujalpur, (12) Barbahli, (13) Cturbhona (14) 
Badgaon, {15) Rathrot, (16) Gorhi, (17) Deogaon, (18) Chakabalial, 
(19) Karmagarh, (20) Bhogra, (21) Kusmal, (22) Pali, (23) Hamirpur 
(24) Jobra, (25) Gourbahari (26) Bijna, (27) Telaipara, (28) 
Kesharchunwa, (29) Kenapali, (30) jampali, (31) Bhuikuni, (32) 
Jamchunwan, (33) Baghoda and (34) Konanibahar. 



13 7 o 


11 90 

n 90 


7^3 


560 


l 

! 

I 


6 5 9 


4IOO 


6 5 9 


4 10 o 


Udaipur andjashpur 
Sarangarh tahsil 

Surguja district 
Bastar district— 


5, Rest of Gharghoda tahsil 
The whole tahsil 

Whole of the district 



Outstills. 


(I) Jagdalpur tahsil 


(a) The following 37 villages of Jagdalpur station-house area, viz ,. (1) 
Jagdalpur, (2) Shasan Kachora, (3) Adawal, (4) Nakti Semra, (5) 
Kosampal, (6) Karkapal, (7) Bilori, (8) Niyanar, (9) Dogam, (10) 
Korpal, (n) Frezarpur, (12) Pakhnaguda, (13) Sargipal (14) Tushel, 
(15) Pandripani alias Karokotc. (16) Parpa, (17) Aghanpur, (18) 
Kangoli, (19) Palii, (20) Kumhrawand, (21) Padmur, (22) Dharma- 
pura, (23) Kohakapal, (24) Titirgaon, (25) Biechoor alias Kalipur, 
(26) Kolchur, (27) Kondawal, (28) Asna, (29) Dohiguda, (30) 
Tamakoni, (31) Balikonta, (32) Ghat Lohanga, (33) Metawada, (34) 
Irikpal, (35) Kudalgaon, (36) Borpadar and (37) jhar Umergaon. 


( b ) The following 14 villages of Nagarnar police station-house area, viz,, 
(1) Bhataguda. (2) Turenar, (3) Garawandkalan, (4) Kalcha, 
(5) Garawand Khurd, (6) Dhurguda, (7) Babu Semra, (8) Barund- 
wara Scmrak (9) Mangdoo Kachora, (10) Hat Kachora, (11) Mai- 
gaon, (12) Korpal, (13) Kuruspal, and (14) Rainpal. 


High licence free area, Rs. 200 per an- 
l num for a fermenting pot of 16 gallons 
| capacity.! I 


Kanker tahsil 


(t) The following 42 villages of Kanker police, station-house area, viz,, 
(1) Kanker, (2} Pandripani, (3) Matwara, (4) Bardcbhatha (Koda- 
bhat), (5) Singarbhat, (6) Garpichivaii, (7) Nawagaon, (8) Mankeshri, 
(9) Chiwranj, (10) Korjunga, (11) Khamdhorgi, (12) Malgaon, (13) 
Jhelkabore, (14) Govindpur, (i5)«Arjuni, (16) Bhirwahi, (17) Deo- 
Kongera, (18) Biyaskongera, (19) Pathari, ^20) Amajhola, (21) Ic- 
chapur, (22) Ghotia, (23) Aturgaon, (24) Patod, (25) Satlore, (26) 
Daspur, (27) Bewarti, ^28) Mohpur, (29) Puswara, (30I Saletola, (31) 
Hat-Kongera, (32) Sidcsar, (33) Gotpur, (34) Bagond, (35) Sarang- 
pal, (36) Dumali, (37) Makri (Kliuna), (38) Nadanmara, (39) Sing- 
rai Makri, (40) Turkhar, (41 ) Lalmatwara a nd (42) Kokpur. 



340 


District, tahsil or taluq 

(i) 


Bastar district— contd. 
(II) Jagdalpur tahsil 


Town or village area 

( 2 ) 


Kondagaon tahsil 


Bhopalpatnam zamin- 
dari. 

Konta tahsil 
Kanker tahsil . 


(a) The following ioo villages of Jagdalpur police station-house area, 
viz., (i) Chitapadar, (2) Dhanialur, (3) Puspal, (4) Bongloor, (5) 
Padmur, (6) Sadgud, (7) Kulgaon, (8) Jatam, (9) Ulnar, (10) Alnar, 
(11) Majhiguda, (12) Sidmud, (13) Nangui, (14) Kawali Khurd, 
(15) Tarali, (16) Bodel, (17) Murmakala, (18) Murma Khurd, (19) 
Chilkhuti, (20) Kokawada, (21) Bodelkala, (22) Biranpal, (23) Jama- 
wada, (24) Badebadam, (25) Chotebadam, (26) Bburangpal, (27) 
Kalepal, (28) Mohkapal, (29) Kaknar, (30) Ghindbahar, (31) Tand- 
pal, (32) Matewada, (33) Kesloor, (34) Parpa, (35) Tokapal, (.36) 
Irikpal, (37) Telimaranga, (38) Bademarenga, (39) Parakote, (40) 
Gudramaronga, (41) Nowagaon, (42) Dimrapal, (43) Kuruspal, (44) 
Bhadisgaon, (45) Moratpal Chotte, (46) Moratpal Bade, (47) Bag- 
hanpal, (48) Palwa, (49) Erakote, (50) Sosanpai, (51) Kurcnga, (52) 
Karanji, (53) Dharmaur, (54)Tekameta, (55) Kohkapal, (56) Dem- 
gaon, (57) Potanar, (58) Singanpur, (59J Kudkanar, (6b) Kabi-Asna, 
(6r) Tikra-Lohanga, (61) Childaipadar (63) Bhirlinga, (64) Kach- 
nar, (63) Mongapal, (66) Parchanpal, (67) Mahupal Barai, (68) 
Takraguda, (69) Kolchur, (70) Mundapal, (71) Mahupal, (72) Mar- 
lenga, (73) Choker, (74) Karmeri, (75) Bharni, (76) Adwal, 
(77) Bhatpal, (78) Narayanpal, (79) Bhusandi, (80) Bhond, (81) 
Bastar, (82) Mongrapal, ( 83 ) Beda-Uargaon, (84) Barda, (85) Kum- 
rawand, (86) Kinjoli, (87) Semalnar, (88) Besrapal, (89) Mohlai, 
(90) Pandanar, (91) Cholnar, (92) Dhodrepal, (93) Deoda, (94) Sar- 
gipal, ^95) Moratpal, (96) Kolapur, (97) Jojal, (98) Cherbahar, (99) 
Biranpal and (too) Rampal, 

(b) The following 52 villages of Nagarnar police station-house area, viz., 
(1) Kurnadi, (2) Dongriguda, (3) Rampal, (4) Muli, (5) Gurndel, 
(6) Karitgaon, (7) Junawan, ($) Masgaon, (9) Dasapal, (10) Bhejri- 
padar, (11) Kosmi, (12) Rajnagar, (13) Chikal-Karmeri, (14) Tun- 
gapal, (15) Nalpawand, (16) Pithapur, (17) Bajawand, (18) Ulnar, 

(19) Tarapur, (20) Paikpal, (21) Baniagaon, (22) Talnar, (23) Bel- 
gaon, (24) Bhaluguda, (25) Belputi, (26) Ghitalpur, (27) Rampal, 

(28) Sukrapal, (29) Kumhrawand, (30) Madpad, (31) Upanpal (32) 
(32) Karanpur, (33) Bijaput, (34) Manganpur, (35) Amaguda, (36) 
Khutpadar, (37) Khamargaon, (38) Atpahai i Semra, (39) Ncgiguda, 
(40) Bhejapadar, (41) Nagarnar, (42) Kasturi, (43) Dhanpunji, 
( 44 ) Jiragaon, (45) Bamni, (46) Chokawada, (47) Kumli, (48) Mar- 

( 49 ) Kopaguda, (50) Tcli-Semra, (51) Alkur and (52) Bhagraur, 

(c) The following 6 villages of Darbha police station-house area, viz., (1) 
Keshapur, (2) Ghingpal, (3) Gadmaguda, (4) Kovanar, (5) Sedwa 
and (6) Nenganar. 

(d) The following 29 villages of Bhanpuri police station-house area, viz., 
(1) Salemeta, (2) Balenga, (3) Umargaon (4) Guphani, (5) Mawli- 
guda, (6) Khorkhosa, (7) Sonarpal, (8) Tikanapal, (9) Usri, (10) 
Deoda, (11) Chapka, (12) Sitalwand, (13) Phapni, (14) Munjla, U 5 ) 
Taragaon, (16) Chamia, (17) Bodanpal, (18) Karandola, (19) Kumli, 

(20) Murkuchi, (21) Bisrampuri, (22) Bhanpuri, (23J) Besoli, (24) Bakcl, 
(25) Lamker, (26) Retawand, (27) Ghodagaon, (28) Makdi and 

(29) Usri. 

M The following 46 villages of Kondagaon police station-house area, 
i/j£.(i) Joha, (2) Pusawand, (3) Banjoda, (4) Sukrupal,(5) Dahakonga, 
l 6 ) Rajagaon, (7) Baniagaon, (8) Kachora, (9) Nagri, (10) Kusma, 
(n) Sambalpur, (12) Chichpolang, (13) Dudgaon, (14) Kokodi, (15) 
Kondagaon, (16) Bhiragaon, (17) Deokhargaon, (18) Umergaon, 
(19) Palari, (20) Dongriguda, (21) Masoda, (22) Kewti, (23) Girola. 
(24) Satgaon, (25) Jaitpuri, (26) Kabonga, (27) Kosagaon. (28) 
Badra, (29) Lanjoda, (30) Kumhar Badgaon, (31) Katagaon, 
Sodma, (33) Sirput, (34) Gumcli, (35) Bhandar-Seoni, (36) Jugani, 
(37) Bhanpuri, (38) Him, (39) Churcgaon, (40) Kulhadgaon, "(41) 
Mohali, (42) Ghandagaon, (43) Belgaon, (44) Surwada, (45) .Singar- 
puri and (46) Chikhalputi, 

(f) The following 49 villages of Keskal police station-house area, viz., (1) 
Phupgaon, (2) Fesra, (3) Korebadgaon, (4) Pande Atgaon, (5) Gat- 
palna, (6) Jungdai, (7) Pasangi, (8) Farasgaon, (9) Patoda, (10) Pin- 
jera, (xi) Patla, (12) Chichadi, (13) Maji Adgaon, (14) Pipra, (15) 
Masukokada, (16) Arandi, (17) Charbhatta, (18) Bedma, (19) An- 
danbeda, (20) Sikagaon, (21) Tusakpal, (22) Undri, (23) Kanna, 
(24) Adenga, (25) Singanpur, (26) Aunri, (27) Tumaskondi, (28) 
Bitrali, (29) Nirachindli, (30) Jamgaon, (31) Baiyalpur, (32) Kodo- 
bhata, (33) Borgaon, (34) Sargipal, (35) Gad-Dhanora, (36) Kes- 
kal, { 37 ) Surdongar, (38) Gauargaon, (39) Gadsiliari, (40) Dadar- 
garh, (41) Upar Morwend (42) Kukaladaha, (43) Khali' Morwend, 
V 44 ) Farasgaon, (45) Mahurbeda, (46) Chipral, (47) Salebhat, (48) 
Dondrapal and (49) Harbel. 

(s) All the villages of Bhopalpatnam police station-house area except 
three villages, viz.,( 1) Kandlaparti, (2) Sankanpalli and (3) Faraspalli, 

(h) Konta town of Konta police station-house area 

(0 The following 31 villages of Kanker police station-house area, viz., (1) 
Kumankhar, (2) Puriyara, (3) Anjiri, (4) Putwara, (5) Borgaon, (6) 
Gobardhan, (7) Komalpur, (8) Lulcgondi, (9) Kilgaon, (10) Nara, 
(11) Bagodar, (12) Rampur, (13) Tunwani, (14) Chanar, (15) Mar- 
katola, (j 6) Kanhanpuri (17) Gaurgaon, (18) Nawagaon, (19) 
Kokri, (20) Pandarwahi, (21) Mainpur, (22) PetoH, (23) Kirgoli, (24) 
Bardevri, (25) Kuristikur, (26) Mandir,(27) Mardaputi, (28) Iradah, 
(29) Jivvalamair, (30) Murdonigrand (31) M^rrapil. 

(j) The following 2 villages of Charma police station-house area, viz., (1) 
Urkura and (2) Surawand, 
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issue price 
per London 
pro of gallon 


( 3 ) 


Rs. a. p. 


Issue price per gallon of 


45° U. P, 

( 4 ) 


Rs. a. p 


6o° U, P. 

( 5 ) 


Rs. 


a. p. 


Intermediate licence fee area, Rs. 100 
per annum for a fermenting pot of 16 
gallons capacity. 
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District* tahsii or taluq 


(0 


Town or village area 


( 2 ) 


Issue price 
per London 
proof gallon 

(3) 


Issue price per gallon of 


45° U. P. 

(4) 


6o° tJ. P. 

(5) 


Bastar district — contd, 
(III) Kanker tahsii 


(IV) Narayanpur 
tahsii 


Rs. a. p. 


Rs. a. p. 


Rs. a.p 


Rest of the district except io miles shopless zone of Kanker tahsii and 
Low Abhujmarh area. 


Abhujmarh area comprising 92 villages of Narayanpur police station- 
house area, viz., (1) Mursulnapa, (2) Biledar, (3) Homokal alias 
Toyapi, (4) Adnar, (5) Chhote Bcdkot, (6) Konje, (7) Jadogunda 
alias Hikhu, (8) Malmeta, (9) Bade Bedkote, (10) Kanagaon, (11) 
Kachapal, (12) Toke, (13) Madpad, (14) Hikmeta, (15) Sargipal, 
(16) Gadawahi, (17) Yehnar, (18) Alnar, (iq) Kohkameta, (2o)fiala- 
nar, (21) Jharawahi, (22) Gongla, (23) Harimarka, (24) Murnar, 
(25) Irpanar, (26) Gurumanjur alias Dhonbibeda, (27) Kamnar, 
(28) Chikpad, (29) Kodkanar, (30) Johnar, (31) Kalenanar, (32) 
Todnar, (33) Nendnar, (34) Erakbhati, (35) Kangoli, (36) Karka- 
nar, (37) Achali, (38) Topnar, (39) Tadonar, (40) Badhoor alias To- 
dakur, (41) Bidpiya, (42) Kodliyar, (43) Padamkot, (44) Kodnar, (45) 
Usebeda, (46) Dumnar, (47) Oksamarka, (48) Kutul, (49) Gurdai, 
(50) Bekodi, (51) Dhurbeda, (52) Khodpar, (53) Gammarka, (54) 
Dhole, (55) Harbel, (56) Agingkar, (57) Toyameta, (58) Ghodiya, 
(59) Michheda, (60) Matbeda, (61) Nelangur, (62) Matawada, (63) 
Pharasbeda, (64) Gatakel, (65) Kunjikel, (66) Kodordi, (67) Kah- 
kodi, (68) Hurrebhatti, (69) Dhondibeda, (70) Idnar, (71) Kostadi, 
(72) Gudadi, (73) Hasnar, (74.) Markabeda, (75) Gomagal, (76) Kude- 
ner, (77) Gumter alias Hoyenger, (78) Bade Tondabeda, (79) Man- 
doli, (80) Kohkaper, (81) Dulur, (82) Nelnar, (83) Ader, (84) Odcha, 
(85) Japaunda a/iss Duseli, (86) Bhatluda alias Rainar, (87) Durgipara 
alias Juwara, (88) Chotte Tondabeda, (89) Kodoli, (90) Kondarkori, 
(91) Back Talcher and (92) Muksul alias Musheli and 24 villages of 
Bi'apur station-house detailed below, viz., (1) Ader, (2) Karangul, (3) 
Kumnar, (4) Kundekote, (5) Jatlur, (6) Dodimarka, (7) Padmeta, (8) 
Hotter, (9) Murumwada, (10 Lanka, (11) laikwada, (12) Tukanar, 
(13) Diwalur, (14) Itulnar, (15) Kalhaja, (16) Kakawar, (17) Komhu, 
(18) Korrowaya, (19) Padivakote, (20) Ghotnomur, (21) Kunjebeda 
alias Dunga, (22) Rekapal, (23) Dhusoli and (24) Alwada Bade, 


Low licence fee area, Rs. 50 per annum 
for a fermenting pot of 16 gallons 
capacity. 


No restriction. 


1. Rates of issue price per seer of opium and hemp drugs in force in Madhya Pradesh with effect from the 1st January 1953:— 

Name of drug 

(0 

Opium 

Ganja , 

Bhang ....... 

2. The following rates are prescribed by the State Government for the supply of opium, with effect from the 1st January 1953 :*— 

Per seer 
Rs. a. p. 

(1) To licensed vendors or licensed druggists ............ 350 0 0 


Rate of 

Rate of 


Rate of 

Remarks 

cost price 

duty 


issue price 

(5) 

(2) 

(3) 


(4) 

Rs. a. p. 

Rs. a. 

P- 

Rs, a. p 


• *45 0 0 

305 0 

0 

350 0 0 

♦From 1st January to 31st March 
1953. From 1st April 1953 the 
rate of cost price will be Rs. 56-1-0 

0 

c 

rh 

246 0 

0 

250 0 0 




80 0 0 

per seer. 

00 

0 

O 

77 0 

0 



(2) To the hospitals and dispensaries referred to in rule 36 (a) of rules made under the Opium Act . 

(3) To other medical institutions referred to in rule 36 (b) of rules made under the Opium Act . 


62 o o 
350 0 o 


3. The following rates of toddy tree-tax for the toddy year 1952-53 are prescribed by the State Government, with effect from the 1st Octo¬ 
ber 1952:— 


District 


Chanda 


Chhindwara 

Bhandara 

Raigarh 

Yeotmal 

Jabalpur 

Betul 


Description of local areas 

Chanda tahsii.. , 

Sironcha tahsii (except the villages specially scheduled by the Deputy Commissioner, Chanda, 
to which special rules will apply). 

Gadhchiroli tahsii (except the villages specially scheduled by the Deputy Commissioner, 
Chanda, to which special rules will apply). 

Chhindwara and Sausar tahsils 

The whole of the district , , . 

(1) Raigarh town 

(2) Jashpur town 

The whole of the district . . , 


Tax per tree 


Rs. 

a. 


8 

0 

0 

3 

0 

0 

8 

0 

0 

12 

0 

0 

9 

0 

0 

4 

0 

0 

X 

0 

0 

8 

0 

0 

4 

0 

0 

2 

0 

0 


By order of the Governor, Madhya Pradesh. 


44-—1 T. PL Com. (ND)/55 


R. R. SINGH, 

Secretary . 
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Section II —Replies to Questions 
Question No. 135. 

(a) (i) In accordance with article 47 of the Constitu¬ 
tion this State has decided to bring about total prohibi¬ 
tion of liquor and drugs, except for medicinal purposes, 
as early as possible. Thus the revenue derived from 
excise duties will gradually disappear. At present the 
main features of taxation are (i) by direct taxation by 
means of fixed duties imposed on excisable commodities 
themselves and (ii) by indirect taxation by means of 
licence fees for the right of vend of excisable commo¬ 
dities. The main principle followed in this State is that 
the revenue should be derived mainly by direct taxation 
on the exercisable articles and only to a subsidiary ex¬ 
tent from indirect taxation. A marked rise in the auc¬ 
tion bids for retail licences is a reasonable ground for 
enhancement of the rates of duty. In this connection, 
the following observations are made: — 

(A) There are inherent defects in the auction system 
of excise vends. It should be gradually replaced by the 
commission system. In some States this has already 
been so replaced. An experiment in this State on this 
account has also been undertaken and country spirit 
is being sold to permit holders through the agency of 
commission agents in the dry district of Buldana and 
Katni tahsil of the Jabalpur district. The results are 
being watched. 

(B) Duty on drugs should be uniform throughout 
India to prevent smuggling from one State to another, 

(C) Duty on liquor should also be the same within 10 
miles of the common border between the States. 

It may be stated that (B) and (C) relate more to policy 
than to the system of levy. 


(D) The hospitals, dispensaries and other similar ins¬ 
titutions requiring medicinal and other preparations 
containing alcohol should as a matter of principle be 
exempted from payment of duty so that the cost of the 
articles may not be prohibitive. In Madhya Pradesh 
exemptions have been granted to such institutions; vide 
details given in paragraph 89 of the Madhya Pradesh 
Excise Manual, Volume 1 (copy enclosed for ready 
reference). 

(ii) As all the States may introduce Prohibition soon¬ 
er or later, the States which cannot bring about prohi¬ 
bition immediately should co-operate with the States 
which have introduced Prohibition by agreeing to close 
all the liquor and drug shops within 10 miles of the 
common border. 

(b) The subject “Duty on spirituous medicinal and 
toilet preparations” has recently been transferred to the 
Centre in the interest of the trade. Duty on liquor con¬ 
tained in these preparations is kept low to keep the 
prices of these necessities at a reasonable level. Duty 
on alcoholic liquor is however pitched high to pre¬ 
vent excessive consumption. Though the rules govern¬ 
ing the levy of duty will be framed by the Centre, 
actual recovery will be made by the State Governments, 
Whenever any changes will be made by the Govern¬ 
ment of India, State Government will no doubt be con¬ 
sulted and thus proper coordination will be maintained. 
At present the rate of duty chargeable in this State 
on alcoholic (Indian-made) foreign liquors is Rs. 56 and 
annas 4 per London proof gallon and the rate for medi¬ 
cinal preparations (containing spirit) of undeniable 
therapuetical value is Rs. 5 per London proof gallon. 
There is an increasing tendency to put alcoholic liquors 
on the market in the guise of medicinal preparations. 
In principle the proposal to levy uniform rates of duty 
on spirituous medicinal preparations is sound and needs 
no comments. 


[Reference—Reply to Question No > 135 (a) (i) {Paragraph)] 
89. (A) Exemptions granted to Government Officers— 


I, Servants of the Crown when acting on behalf of any Government. 


(B) Exemptions granted to institutions and private persons — 

II. (a) Hospitals, dispensaries and veterinary dispensaries working 
under supervision of the Provincial Government subsidized des- 
pensaries, Military hospitals and the Great Indian Peninsula Rail¬ 
way hospitals and dispensaries in the Central Provinces and Bcrar. 

(1 b ) Other medical institutions specially authorized by the Excise 
Commissioner in this behalf. 


c ) All persons 


(d) Druggists, chemists and other perons specially authorized by 
the Deputy Commissioner in this behalf. 


(e) Approved medical practitioners 


II, (a) Hospitals and dispensaries working under the supervision of 
the Provincial Government, subsidized dispensaries, military 
hospitals and the Great Indian Peninsula Railway hospitals and 
dispensaries in this province. 

(b) Charitable hospitals and dispensaries under the administrative 
control and management of local bodies. 

(c) Charitable institutions receiving grants-in-aid from the provinci¬ 
al Government. 

(d) All other private non-aided institutions and dispensaries recom¬ 
mended by the Civil Surgeon of the district for this purpose and 
subject to guarantee that they provide European medicines free to 
the poor. 


(t) The provisions regarding the manufacture of intoxicants—Sect¬ 
ion 13(a), 

{ii) The provision prohibiting the removal of spirit from a distillery 
or warehouse except under bond or after payment of duty—Sec¬ 
tion 15, 

{Hi) The provision regarding the possession of intoxicants—Section 16. 

(iv) The provision regarding the sale of intoxicants-—Section 17. 

(i) Provisions regarding the possession of intoxicants: provided that 
such articles have been obtained under a duly granted import 
or transport pass, 

(ii) Provisions regarding sale in so far as the sale consists in taking 
payment for medicines issued in accordance with the rules pres¬ 
cribed for the hospitals or dispensaries. 

Provisions regarding import into the province and possession of 
all intoxicants upon which the full tariff or excise duty has been 
paid and which are contained in medicinal preparations intended 
bona fide for private medicinal purposes and not for sale. 

(i) Provision regarding manufacture for the purpose of preparing 
articles containing alcohol for bona fide medicinal purposes from 
materials which the person preparing is lawfully entitled to 
possess, subject to such condition as the Deputy Commissioner 
may prescribe, from time to time, with the previous approval of 
the Excise Commissioner. 

(ii) Provisions regarding import into the province and possession 
of intoxicants upon which the full tariff or excise duty is paid 
and which are contained in medicinal preparations, perfumes, 
or toilet preparations, provided that the preparations or perfumes 
in which Indian made spirit is used are obtained under an import 
permit on payment of duty as required by the rules in force in 
the province. 

{Hi) Provisions regarding sale with regard to the perfumes and pre¬ 
parations specified in item (ii) above, subject to the proviso 
contained therein. 

Provisions regarding the sale of medicines and drugs containing 
alcohol in so far as the sale consists taking payments for medicines 
issued for medical treatment given to bona fide patients. 


(t) Provisions regarding the payment of duty on Indian made 
foreign liquor imported into or manufactured in this province. 

(ii) Provisions regarding the payment of permit fees on foreign liquor 
(both imported from overseas and Indian rrijfde) when it is im¬ 
ported from outside the Central Provinces and Berar. 
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(e) Laboratories, museums and other scientific institutions. 


IV. (a) Hospitals and dispensaries and veterinary dispensaries wor¬ 
king under the supervision of the Provincial Government, subsidi¬ 
zed dispensaries, military hospitals and the Great Indian Penin¬ 
sula Railway hospitals and dispensaries in this province. 

(6) Charitable hospitals and dispensaries under the administrative 
control and management of local bodies. 

(c) Charitable institutions receiving grants-in-aid from the Provincial 

Government. 

(d) All other private non-aided institutions and dispensaries recom- 
meded by the Civil Surgeon of the district for this purpose. 

V* (a) Hospitals, dispensaries and veterinary dispensaries working 
under the supervision of the Piovincial Government, subsidized 
dispensaries, military hospitals and the Great Indian Peninsula Rail¬ 
way hospitals and dispensaries in this province, 

(b) Charitable hospitals and dispensaries under the administrative 
control and management of local bodies, 

(c) Charitable institutions receiving grants-in-aid from the Provincial 

Government. 

{d) All other private non-aided institutions and dispensaries recom- 
meded by the Civil Surgeon of the district for this purpose. 

(e) Laboratories, museums and other scientific institutions, 

VI. Holders of licences in Form T-8 


Provisions regarding the payment of duty oh Indian-made rectified 
spirit imported into or manufactured in this province and used 
purely for scientific purposes. 


I Provisions regarding the prepayment of duty on spirituous medici* 
f nal preparations manufactured in India-—Section 9. 


Provision regarding the payment of permit fees on denatured spirit, 
provided it is imported from outside the Central Provinces and 
Berar. 


Provision of clause (c) of section 13 of the Central Provinces Excise 
Act (Act II of 1915) in respect of tapping of Sindhi trees. 


IRRIGATION RATES & BETTERMENT LEVY 

Section I 

Irrigation in this State owes its origin to the recom¬ 
mendations of the Irrigation Commission ( 1901 — 1903 ). 
It is required mainly as a protection against famine and 
scarcity. Had there been no famine, it is most impro¬ 
bable that State Irrigation works would have been 
constructed on any appreciable scale. The demand 
for water in the early stages of the irrigation works was 
not encouraging. But as a result of series of distress 
which occurred from time to time owing to crop failures 
on account of premature cessation of the monsoon, pro¬ 
longed break in rains etc., the cultivators began to rea¬ 
lise the importance of irrigation works and the demand 
for water from them today is such that it could not be 
met fully in all cases, 

2 . At present there are 36 major irrigation works and 
97 minor irrigation works in this State. Under the Grow 
More Food Scheme, construction of a number of small 
village project works has also been undertaken and 
some of the works have already been completed and are 
under operation while others are in progress. In the 
Five-Year Plan also, provision is made for the constru¬ 
ction of 67 minor tanks costing Rs. 338 lakhs and six 
major projects costing Rs. 345 lakhs. When these works 
are completed it would be possible to irrigate an addi¬ 
tional area of 3*41 lakhs of acres of land in the State. 
The cost of these works is to be met partly from loan 
and subsidy from the Government of India and partly 
by the State Government. 


(b) Irrigation Rates .—Water supplied from irrigation 
works is assessed to water rates fixed by Government, If 
at a future date, it is decided to levy a betterment tax, 
it will be in combination with the water rate. 

(c) Small compulsory cess .—The levy of such a cess 
is not feasible in this State, 

(d) Any other taxes .—This Government do not re¬ 
commend any other tax or taxes as an alternative to or 
in conjunction with the above mentioned taxes, 

Question No. 157. 

(i) & (ii) Water charges are based on the area irri¬ 
gated irrespective of old and new irrigation works. 
Although the value of crops and their water require¬ 
ments are taken into consideration in determining the 
charges for water, the willingness and ability of the 
cultivators to pay the rates fixed are always considered 
as the controlling factor. Accordingly, the rates are 
fixed on the basis of what experience shows the culti¬ 
vator is willing and able to pay. Such being the case 
the points raised in these parts of the question do not 
arise. 

(iii) The question whether the prevailing water rates 
should be revised or not is examined every year in this 
State and the rates revised as and when found neces¬ 
sary. 

(iv) Concessional or incentive rates in the initial 
stages of development are not advocated in this State 
in the present stage of development. 


3 . The revenue derived from the irrigation works is 
mainly from the water rates assessed for the supply of 
water. These rates are fixed by Government and re¬ 
vised from time to time as and when found necessary. 
The levy of betterment charges on lands benefitted by 
irrigation works has not been in vogue in this State. 
But, at the instance of the Government of India, the levy 
of such charges on lands benefitted by new irrigation 
works is under the active consideration of Government. 

4 . The irrigation tanks are maintained, managed, and 
controlled by Government in accordance with the pro¬ 
visions of the C.P, Irrigation Act (III of 1931 ), rules and 
executive instructions thereunder. 

Section II 

[The questions pertaining to irrigation rates and bet* 
merit levy are replied to seriatum.] 

Questions Nos. 155 and 156. 

(a) Betterment Tax .—The question of levy of better¬ 
ment tax is under the active consideration of Govern¬ 
ment. 


Question No. 158. 

Point does not arise in view of the position stated 
against (c) under 155 and 156 above. 

Question No. 159. 

In this State, no distinction is made in the levy of 
charges in respect of supplies from major and minor 
irrigation works. So, no modification in the replies is 
necessary. Tube well scheme is not in vogue in this 
State. 

Question No. 160. 

The practice in vogue in this State is to assess and 
realise land revenue and water rate separately only. 
As such the point raised in this question does not arise. 

Question No. 161. 

So far as this State is concerned, in view of the posi¬ 
tion stated against 157 (i) and (ii) above, there is no 
scope for the imposition of any surcharge on irrigation 
rates based on any account. 

Statistical information on pro forma , for each year 
commencing from 1946-47 to 1951 - 52 , is appended. 
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Statistical Information on Government Irrigation Works in Madhya Pradesh for the years 1946-47 to 1951-52* 


Total receipts 


Total Area irri- ~ ■■ - -— 

Name of Work capital gated Working Interest Net Remarks 

outlay (Acres) Water Cesses Portion Other Total Expenses charges Revenue 
rates of land receipts 

revenue 
due to 
irrigation 


X 


2 

3 

4 

567 

8 

9 

10 

zi 12 






*946-47 


No. interest is charged. 

(1) Muram Nalla Tank . 


11,21,171 

920 





Do. 


(9) Ghichbund Tank 


. 1,82,101 


1,710 


1,710 


Do. 

1,710 

(3) Aree Tank 

• 

46,982 






Do, 


(4) Other Major Works . 


* 6,53,53,417 

7,*4,053 

14,08,139 


14,08,193 

9,02 76 

Do. 

5*05,217 

(5) Minor Works , 


Not 

available. 

55*455 

1,50,520 


1,50,520 

1,01,124 

Do. 

49,396 


Total 


7,80,428 

15,60,423 


15,60,423 

10,04,100 


5*56,323 






1947-4B 


No, interest is charged, 

(1) Muram Nalla Tank 


. 12,41,383 

2,963 

1,520 


i,52o 

243 

Do. 

1*277 

(a) Chichbund Tank 


. 5,15,669 


200 


200 


Do. 

200 

(3) Aree Tank 


2,26,268 






Do, 


(4) Other Major Works 

♦ 

6,54,08,131 

7,36,856 

14,69,255 


14*69,255 

9*99,6 oi 

Do, 

4*69,654 

(5) Minor Works . 


. Not available. 

58,851 

t,35,347 


1,35,347 

1.97,428 

Do. 

62,08 r 


Total 


7,98,670 

16,06,322 


16,06,322 

11,97,272 


4*09,050 






*948-49 


No. interest is chared. 

(1) Muram Nalla Tank 

* 

. 12,98,347 

3,204 

764 


764 


Do. 

764 

(2) Chichbund Tank 

• 

* 7,67,627 


3i 


31 


Do. 

31 

(3) Aree Tank 


* 5,01,380 


493 


493 


Do. 

493 

(4) Other Major Works 


. 6,54A9,367 

7,31,664 

15,62,727 


15,62,727 

9,71,832 

Do. 

5*90,895 

(5) Minor Works . 


Not 

available. 

58,451 

3,26,686 


3,26,686 

2,03,828 

Do. 

1,22,858 


Total 

. 

7,93,319 

18,90,701 


18,90,7m 

11,75,660 


7*15,041 






*949-50 


No. interest is charged. 

(1) Muram Nalla Tank 


. 13,17,5no 

1,435 

15,447 


15,447 

7<>3 

Do, 

*4,744 

(2) Chichbund Tank 

* 

. 11,62,926 

2,564 

5,499 


5*499 


Do, 

5*499 

{3) Aree Tank 


8,84,446 


485 


485 


Do. 

485 

(4) Other Major Works 


. 6,54,49,150 

7,17,969 

17,85,838 


17,85,838 

11,86,245 

Do. 

5*99,593 

5) Minor Works 


i Not 

available. 

60,7 73**34,274 


*,34,274 

1,19,655 

Do. 

14,619 


Total 


7,82,741 

19,41,543 


19*4 T ,543 

13,06,603 


6,34,940 






*950-5* 


No, 

interest is charged. 

1) Muram Nalla Tank , 

* 

. 13, *6,995 

4,173 

2*671 


2,671 

2,909 

Do, 

238 

(2) Ghichbund Tank 


. 12,18,174 

4,529 

n,327 


* 1,327 

473 

Do. 

10,854 

(3) Aree Tank 


. t7»Q3,724 


353 


353 


Do, 

353 

(4) Other Major Works 


. 6,54,68,298 

7*52,674 

13,68,936 


*3,68,936 

11,61,466 

Do. 

2*07*470 

(5) Minor Works . 

* 

. Not 

avail ble. 

64,695 

7,27,9t7 


7,27,917 

1,51,668 

Do. 

5,76,249 


Total 

* 

8,26,071 

21,11,204 


21,11,204 

13**6,516 

... 

7,94*688 






*9*5-5* 


No, interest is 

charged. 

(1) Muram Nalla Tank 


. 13,22,208 

1,879 

9,557 


9,557 

570 

Do 

8,087 

(2) Chichbund Tank 


. 12,26,496 

5,006 

11,565 


11,56.5 

5-534 

Do. 

6,031 

(3) Aree Tank 

. 

, 29,68,163 

4,752 

10,789 


10,789 


Do. 

*0,789 

(4) Other Major Works 

. 

. 6,61,36,973 

7,59,250 

21,83,264 


21,83,264 

1**48,707 

Do. 

*0,34.557 

(5) Minor Works , 

• 

. Not available 

77.744 

Information 

not readily available. 

... 

•• 

•• 



Total 


8,48,631 
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STAMJP DUTIES 

Section I— Factual Background 

The stamp Act was for the first time extended to the 
whole of British India in the year 1860. It was modified 
in the years 1862, 1869 and 1879 and it was re-enacted 
in the year 1899. It is the Indian Stamp Act, 1899 
(II of 1899) that is now in force throughout India. The 
purpose and object of the Stamp Law is to raise re¬ 
venue by means of money to be paid by the public for 
stamps issued by Government under the authority of an 
enactment and to protect the Stamp revenue by provid¬ 
ing a penalty for every infraction of its provisions. It 
also helps the detection of forgery of ancient docu¬ 
ments from the presence or absence of the distinguishing 
marks impressed upon stamps issued under the Act. In 
considering the question of increase or decrease in the 
rate of stamp duty we must have one eye towards in¬ 
come and another towards trade and agriculture. 



Year 

Income 

Expenditure 



Rs. 

Rs. 

1946-47 

* 

34,20,859 

1,68,131 

1947-48 


30,34,718 

*,95.058 

1948-49 

- 

40,73,075 

1,86,370 

1949-50 


46,29,125 

2,44,068 

* 95 °" 5 l 


54,46,270 

2, 7*.*35 

195 i- 5 * 


58.30.691 

2 , 90,975 

1952-53 

- 

55.09.976 

2 , 67,955 


2. Under the Government of India Act, 1935, certain 
items in Schedule I of the Indian Stamp Act, 1899, were 
included in the Federal List, while the remaining ones 
in the Provincial list. Verbal amendments to the Act 
were effected by the Government of India in the years 
1904, 1906, 1910, 1923 and 1928 but after the Provincial 
Autonomy was granted under the Government of India 
Act, 1935, the Provincial Governments, who were vested 
with full powers to increase or decrease the rate of 
stamp duties in respect of items on the Provincial List 
enacted Provincial Acts, known as Indian Stamp 
(Amendment) Acts from time to time, whereby the rates 
of stamp duties prescribed in Schedule I to the Stamp 
Act, 1899, were increased. In this State the rate of stamp 
duties was first raised in March 1923. This was a tempo¬ 
rary measure and lapsed with the financial year 1925- 
26. The rates were again raised, in the year 1939 by 
the Central Province and Berar Indian Stamp (Amend¬ 
ment) Act, 1939 (VI of 1939). The period of this Act was 
extended by the Central Provinces and Berar Indian 
Stamp Amendment (Extending) Acts, 1940 and 1941 and 
by the Central Provinces and Berar Indian Stamp 
Amendment (Extending and Amending) Act, 1942 and 
the Central Provinces and Berar Indian Stamp (Amend¬ 
ment (Extending) Act, 1943. A surcharge of 33% on the 
enhanced duty was levied by the Central Provinces and 
Berar Finance (Annual) Acts, 1944, 1945, 1946 and 1947. 
The surcharge was subsequently merged in the duty by 
the Central Provinces and Berar Indian Stamp (Amend¬ 
ment) Act, 1948 (VI of 1948) vide Schedule I-A to the 
Indian Stamp Act, which is reproduced on pages 68 to 
87 of the Madhya Pradesh Stamp Manual, 1942. 

The reason for revising and increasing the rate was 
to secure an increase in income. The surcharge was 
levied to contribute towards post-war reconstruction 
fund. With the advent of independence the surcharge 
was merged in the rates of stamp duties to have a per¬ 
manent increase in revenue to meet part of the expenses 
of the Nation-building activities. 

3. Administrative set up.—Separate Revenue Depart¬ 
ment includes the Stamp Department. This Depart¬ 
ment is on the port folio of one of the Ministers, who 
is assisted by the Secretary to Government for this De¬ 
partment. Deputy Commissioners are Collectors under 
the Stamp Law. As he has multifarious duties to be 
attended to, some of his powers under the Stamp Law 
are vested in the Sub-Divisional Officers. Cases under 
sections 16, 18, 31, 32, 37 to 42, 48, 49 and 52 to 55 of 
the Stamp Law are dealt with by the Sub-Divisional Offi¬ 
cers, so also cases for the appointment of licenced ven¬ 
dors of stamps under rule 25 of the Stamp Rules, 1942. 
Agencies for sale of stamps are exofficio vendor and 
licensed vendors. Adhesive stamps are affixed in the 
office of the Superintendent of Stamps, Madhya Pradesh 
and by the Treasury Officers, Jabalpur and Amravati, 
who are declared as “Proper Officers” under Stamp Rule 
9. The Superintendent of Stamps, Madhya Pradesh, 
is the Administrative Head of the Department. The 
powers of Chief Controlling Revenue Authority are 
vested in the Revenue Board, Madhya Pradesh. 

On every instrument liable to stamp duty, the duty 
has to be paid in shape of stamps prior to or at the 
time of execution of the instrument. The question of 
having a separate agency for assessment and recovery 
does not arise. Where an instrument is not duly stamp¬ 
ed it is impounded by public servants under section 33 
of the Act and validated by the Collector under section 
40 of the Act on recovery of duty and penalty not ex¬ 
ceeding ten times the deficit duty. The power to re¬ 
fund penalty and to entertain references and revision 
applications is vested in the Chief Controlling Revenue 
Authority. 


The above statistics show that the revenue from 
stamp duty is increasing from year to year but this can¬ 
not be considered as a permanent feature. There has 
been abnormal increase in the number- of private trans¬ 
fers of property out of fear that Government may enact 
a law whereby each individual will be entitled to a 
restricted number of acreage to be held by him. When 
this matter is settled there will be a fall in the number 
of transfers and consequently in the revenue. It is 
worth noting here that the revenue derived from items 
on the Union List is approximately 5,50,000. Revenue 
from the items on the Union List is recovered and utili¬ 
sed by the State Government. Permanent decision in 
this regard must be taken. This will show the urgency 
of enhancing the duty in respect of the items borne on 
the Union List. 

5 The revenue from stamp duties is principally realis¬ 
ed in this State on sales, mortgages, gifts, settlements, 
partitions, leases and agreements. 

Section II 

Question No. 162. 

Under item 91 of the Union List given in the Seventh 
Schedule of the Constitution of India rates of stamp 
duty in respect of the items referred to in clause (1) of 
Question No. 162 can be fixed or varied by the Union 
Government, while the rates of all other stamp duties 
can be fixed and charged by the State Government; 
vide item 63 in List II, State List, in the said schedule. 


Union List 

1 Bills of exchange :—Bill of exchange as defined in 
section 2(2), of the Stamp Act, and (b) bill of exchange 
payable on demand. Section 2(3) of the Act. 

Bill of exchange otherwise than on demand is charge¬ 
able under Article 13, Schedule I of the Stamp Act. Bill 
of exchange payable on demand, which was chargeable 
with a duty of one anna, is now exempted from stamp 
duty by the Finance Act, 1927. Bill of exchange pay¬ 
able on demand [as defined in Section 2(3) of the Stamp 
Act] includes a “letter of credit”. Letter of credit 
being a bill of exchange on demand should be exempt¬ 
ed from stamp duty but it is specifically made chargea¬ 
ble with a duty of 2 annas vide Article 37, Schedule 
I to the Stamp Act. This is an anomaly and should 
be removed by making the bill of exchange payable 
on demand chargeable with a duty of 2 annas, 

2. Cheque.—This was chargeable with a duty of anna 
one under Article 21, Schedule I to the Stamp Act, but 
by the Finance Act, 1927, it is exempted from duty. The 
original duty may be restored. Cheque is a bill of 
exchange on a banker. It should be liable to a duty 
of one anna. If this duty is restored there will be 
substantial increase in revenue as there is tremendous 
increase in transactions where payment is made by che¬ 
ques. 

3. Promissory note.—This instrument creates a rela¬ 
tion of debtor and creditor. The duty on this type of 
instrument prescribed in Article 49(a), Schedule I is 
only nominal. Originally it was chargeable as a bill of 
exchange but in 1923 it was divided in two parts (a) & 
(b) The duty under (a) may be raised from anna one 
to annas 4, annas 2 to annas 8 and annas 4 to Re. 1. Gov¬ 
ernment is losing a substantial amount of revenue owing 
to the low rate under this head. 

4. Bills of lading are not executed in this State hence 
no comments are called for. 


4 . The following statement will give an idea of the 
actual income from non-judicial stamps and expenditure 
incurred for superintendence, printing the stamp papers 
and commission paid to the vendors for sale of stamps. 


5. Letter of credit falls within the definition of bill 
; exchange payable on demand. If action is taken as 
mposed in 1 above, Article 37 which prescribes a duty 
; annas 2 for this, may be deleted from Schedule 1. 
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6 * Policy of insurance,*^ The rate of duty prescribed 
in Article 47, Schedule I of the Stamp Act, on this type 
of documents is too low. It should be He. 1 minimum, 
and Rs. 10 maximum. The low rate was reasonable 
at the initial stage when the business of insurance was 
in its infancy. There is now wide expansion in the field 
of insurance and with the expansion in that business, 
Government should also get substantial revenue, 

7. Transfer of shares.—The duty for this is prescribed 
in Article 62, Schedule I or Schedule I-A. As this is the 
subject of the Union according to the list in the Consti¬ 
tution of India, it is doubtful whether the State Govern¬ 
ment should retain it in Schedule I-A. Clause (a) of 
Article 62, Schedule I-A should be deleted from the 
State enactment. 

8 . Debe?itures.—►The reasoning given in 7 above 
applies to this and Articles 27 and 62(b) require to be 
deleted from Schedule I-A enacted by States. The same 
remarks apply to Article 62(c) in respect of transfer of 
interest secured by policy of insurance. Other items in 
the Union List in item 91 call for no comments. 

State List 

There is scope to increase the rate of stamp duty 
chargeable under Articles 3, 4, 5, 6, 7, 8(b), 10, 11, 12(b). 
15, 17, 18, 20, 22 to 24, 25(b), 26(b), 29, 35(c) provisios 
38, 39, 40 to 43, 46, 48, 50, 51, 54(b), 55(b), 58(b), 62(c) (ii) 
and 64, Schedule I-A to the Stamp Act. 

The increase is proposed taking into consideration the 
unearned income that is being secured by transferers 
in cases of documents by way of transfers etc., and in 
others, such as adoption deed, trust deed, etc. on the 
ground that such documents are entered into by 
well-to-do persons. 

The following principles should be observed in regard 
to the. fixation of stamp duties: — 

1. That no particular class of people should be charg¬ 
ed proportionately more or less. Examination of the rates 
of stamp duties prescribed in Schedule I or I-A to the 
Stamp Act, 1899, would show that the mercantile class 
has to pay comparatively far less than those who enter 
into non-mercantile transactions. 

2, Transactions entered into by well-to-do class with¬ 
out consideration , should be charged more, e.g., adoption 
deeds, gifts, trusts and General powers of attorney. 

How to achieve uniformity in the rates of Stamp 
duties in all States ,—Under the Constitution of India 
the full power to fix or alter the rates of stamp duties 
in respect of documents, other than those in the Union 
List, vests in the States and any attempt to interfere 
in the powers so vested in the States would amount to 
violation of the authority vested in them by the Consti¬ 
tution. Each State should be at liberty to fix the rates 
taking into consideration the financial position and the 
ability of the tax payers to shoulder the burden, inas¬ 
much as the conditions vary from State to State under 
the Union. 

Net effect of the proposals on the revenues of the 
States. —As information regarding the different types of 
transactions effected in the State is not available readily, 
it is not possible to estimate the net effects of the pro¬ 
posals on the revenues of the State. 

Question No. 163. 

No stamp duty on transactions in forward market is 
levied in this State. It is not, therefore, possible to ex¬ 
press any opinion on the points raised in this question. 

Question No. 164. 

In this State entertainment duty is paid either in cash 
on furnishing accounts at the close of each month or in 
shape of stamps prescribed for this purpose. The duty 
of annas 8 per cent levied on sales, mortgages (usu¬ 
fructuary) and gifts, relating to immoveable property 
situated within the limits of the Nagpur Improvement 
Trust and Jabalpur Corporation, is recovered in shape 
of stamp duty. When such documents chargeable with 
a duty of annas 8 per cent are presented to a sub-Regis- 
trar he has to record an endorsement on such docu¬ 
ment in the following form: — 

(1) “Stamp duty paid under the Indian 
Stamp Act. 

(2) Additional duty paid under the 
Nagpur Improvement Trust Act or 
Jabalpur Improvement Duty Act. 

Total 

2. The question of recovering taxes on goods in shape 
of stamps was eamined in this State and the mercan¬ 
tile communities were consulted. They were generally 


opposed to this form of tax collection. The chief argu¬ 
ment against the proposal was the general illiteracy 
amongst traders. From the administrative point of view 
also this form of tax collection does not offer any special 
advantages because the necessity of making assessment 
will still obtain. This is a backward State and it will 
not, therefore, be feasible to extend the system of pay¬ 
ing other taxes in shape of stamp duty, 

3. So far the stamp questions are concerned the Secre¬ 
tary to Government, Separate Revenue Department, 
Superintendent of Stamps, Madhya Pradesh and the Ins¬ 
pector of Registration Offices attached to the Office of 
the Superintendent of Stamps may be examined by the 
Commission. 

Question No. 165. 

Common methods to evade or avoid payment of stamp 
duties are: — 

1. By undervaluing the property where duty de¬ 

pends upon the value as set forth in the instru¬ 
ment, e.g, Exchanges gifts, settlements and 
Trusts. 

2 . By writing instruments on plain paper or on 

affixing a receipt stamp of one anna where 
such documents does not require registration or 
where it is not likely to be produced in Law 
Court. 

3. Receipts are generally passed between private 

persons on plain paper. 

As regards 1 above, rigid enforcement of sections 27 
and 64 of the Stamp Act would go a long way to check 
the tendency to understate the value of the property 
to evade the payment of stamp duty. 

As regards 2, it is difficult to check the evasion by 
this mode, except in cases coming to notice in Revenue, 
Civil or Criminal Courts, where on production they can 
be impounded under section 33 of the Stamp Act. 

As regards 3, such cases cannot be detected unless the 
unstamped receipts are produced in court of law in 
connection with some suit, etc. Section 35 proviso (b) 
of the Stamp Act permits the acceptance of such re¬ 
ceipts on payment of a penalty of Re. 1. The penalty 
is too low. It may be raised to Rs, 10 and made re¬ 
coverable from the person issuing it. 

COURT FEES 

Brief summary of the main features of the tax.— 
Court fees are more or less in the nature of a service 
tax, and the yield therefore is comparable with the 
cost of judicial administration in the State. The struc¬ 
ture of the tax is complicated but follows three board 
principles;— 

(a) Civil proceedings, original and appellate, are 
generally taxed according to the real value of the sub¬ 
ject-matter; 

(b) certain classes of such proceedings are taxed ac¬ 
cording to artificially determined values. These are 
mainly, (i) land suits, and (ii) suits incapable of pre¬ 
cise valuation. The policy has been to secure in the 
case of land suits as near an approximation to taxation 
on real values as is compatiable with the need for 
keeping litigation costs low in such cases; and in the 
case of suits that do not admit of precise valuation, 
provision has been made to eliminate capricious under¬ 
valuation as far as practicable; 

(c) Interlocutory ancillary and some specified cate¬ 
gories of proceedings in which the subject-matter does 
not admit of valuation are taxed at fixed rates which 
have been determined with due regard to the nature of 
the individual item so as not to be unduly onerous with¬ 
out sacrificing revenue. A copy of the Act as in force 
today is enclosed. 

Amendments made during the past few years with 
reasons therefor.—Brief note on the effects. —A list of 
amending acts is appended. Apart from amendments 
made in 1948 to absorb the surcharge and certain other 
minor amendments to provide for new kinds of cases, 
the Act was thoroughly amended with the object of 
rationalisation in 1953. Broadly, this amendment re¬ 
vised the method of valuation of land and pre-emption 
suits, removed partition suits from the category of suits 
paying a fixed fee into those paying ad valorem fees and 
rectified low taxation of certain items. The Act has now 
acquired more or less a final shape and makes the near¬ 
est possible approach to rational taxation. It would also 
appear that the limit of this form of taxation has now 
been reached. 

Receipts, trends in receipts; explanation of trends ,— 
Receipts from court fees during the period 1935 (when 
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rates were first enhanced) to 1953 (just previous to the 
latest enhancement) are shown in the table below: — 


(In thousands of rupees) 


1935-36 







4 jO 40 

1936-37 







3,998 

1937-38 







3,241 

* 938-39 







3,867 

* 939-40 







3,836 

1940-4 X 







3,024 

1941-42 







2 , 8 ll 

1942-43 







2,581 

1943-44 







2,748 

*944-45 







* 2,968 

1945-46 







3*002 

>946-47 





• 


3 j j 93 

1947-48 







3 » 3 oi 

*948-49 







4*050 

T* 949-50 







4,226 

*950-5* 







4,584 

*95*"5® 







4,896 

*952-53 


, . t 



* 


£ 4,800 


•One-third surcharge levied, 
tMerged territories came in. 
jSuch marked revenue- 


For explanation of trends kindly see the note on point 
7 of memorandum I. 


Evasion and avoidance principal methods practised 
and extent of revenue lost; measures , if any, adopted 
for prevention detection and enforcement. —Though 
there is scope for evasion of court fees as of any other 
tax, it is not considerable. The principal method of 
evasion is the framing of suits where possible to obtain 
advantage of the fixed fees, Another common device 
is to make arbitrary undervaluation in suits falling un¬ 
der section 9(iv) specially suits for injunction or for 
declaration and consequential relief. 


The powers of the Court to revise and correct under¬ 
valuations is recognised but it cannot obviously be used 
with sufficient frequency or effect. Provision has there¬ 
fore been made now for the payment of a minimum fee 
of rupees 20 in such suits. Partition suits which used 
to be framed deliberately so as to be liable to a fixed 
category, By these amendments the scope for evasion 
fee of Rs. 20 have now been placed in the ad valroem 
has been appreciated curtailed. 


Power was given to presiding officers in 1938 to 
examine disposed of proceedings and recover deficit 
court fees as arrears of land revenue (Section 28-A). 
Recently, a senior judge was placed on special duty 
for two years and this besides revealing a total leak¬ 
age of about Rs. 90,000 has also brought about a strict¬ 
er observance of the rules by the subordinate courts. 
Vigilance as well as periodic checks by special officers 
are enforced, and this evasion is being effectively con¬ 
trolled. 


Section II—Repijes to the questions bearing on 

COURT FEES 


The rates of court fees differ from State to State. To 
what extent do you consider uniformity in the rates de¬ 
sirable and feasible ? 


In M.P. the rates of ad valorem fees in force now 
are :— 


Value 

(Sch. J 

Article 

Rate 

1-A) 




Rs. 

a. 

p. 


Rs. 

a. 

P* 

Up to Rs. 5 

0 

8 

0 



... 


Above Rs. 5 to 100 . 

0 

8 

0 

per 

5 

0 

0 

Above Rs. roo to 1,000 

1 

0 

0 

per 

10 

0 

0 

Above Rs, 1,000 to 5,000 . 

. 8 

0 

0 

per 

100 

0 

0 

Above Rs. 5,000 to 10,000 . 

• 13 

5 

4 

per 

200 

0 

0 

Above Rs. 10,000 to 20,000 

. 26 

10 

8 

per 

500 

0 

0 

Above Rs. 20,000 to 30,000 

, 40 

0 

0 

per 

1,000 

0 

0 

Above Rs, 30,000 to 50,000 

. 40 

0 

0 

per 

2,000 

0 

0 

Above Rs, 50,000 

. 40 

0 

0 

per 

5,000 

0 

0 


Minimum on memo, of appeal Rs, 5, 


Although there are variations from State to State 
with both in rates and slabs the general pattern is now 
very much similar and the differences are not so pro¬ 
nounced as to call for revision. Generally the M. P. 
rates are not more onerous than the rates in other 
State, except perhaps in Punjab for suits up to 500 in 
value. There is therefore no compelling reason for any 
alternation of our rates for the sake of uniformity, par¬ 
ticularly when no real hardships or confusion is caused. 
The number of suitors in the Courts in M. P. who do not 
belong to the State is after all very small. 


Out of 54,000 suits instituted in M.P. in 1952 only 700 
were above R$. 5,000 in value. The average percentage 
of such suits is usually 1*2%. Considering that a num¬ 
ber of these suits also are brought on fixed fees, the 
main source of our revenue is from suits below 5,000 
in value, and indeed the vast majority is below 1,000 
in value. It is not possible therefore to revise the rates 
without affecting our receipts adversely; an increase is 
obviously out of question. We do not therefore consider 
uniformity in this matter feasible if it means any 
change in our rates. Our Receipts from court fees pra¬ 
ctically balance the expenditure under the head Admi¬ 
nistration of Justice. 


Question No. 167. 

Have you any suggestions to make regarding the 
Schedule to the Court-Fees Act and the rates vary 
thereunder ? 

The schedules have been recently revised. There is 
now no scope for any more changes. 

List of amending Acts to the Court-fees Act 1870 (VII 
of 1870). 

(1) The Central Provinces and Berar Court-fees 
(Amendment) Act, 1935 (XVI of 1935) ; 

(2) The Central Provinces and Berar Court-fees 
(Amendment) Act, 1938 (IX of 1938); 

(3) The Central Provinces and Berar Court-fees 

(Amendment) Act, 1940 (XI of 1940); 

(4) The Central Provinces and Berar Court-fees 

(Amendment) Act, 1941 (IX of 1941); 

(5) The Central Provinces and Berar Court-fees 

(Amendment Extending) Act, 1943 (III of 1943); 

(6) The Central Provinces and Berar Finance (An¬ 
nual) Act, 1944 (I of 1944); 

(7) The Central Provinces and Berar Finance (An¬ 
nual) Act, 1945 (V of 1945); 

(8) The Central Provinces and Berar Finance 
(Annual) Act, 1947 (III of 1947) ; 

(9) The Central Provinces and Berar Court-fees 

(Amendment) Act, 1948 (VII of 1948) ; 

(10) The Central Provinces and Berar Court-fees 
(Second Amendment) Act, 1948 (LX of 1948); 

(11) The Madhya Pradesh Court-fees (Amendment) 
Act, 1950 (IV of 1950); 

(12) The Madhya Pradesh Court-fees (Second Amend¬ 
ment) Act, 1950 (XXXVIII of 1950) ; 












348 


(13) The Madhya Pradesh Court-fees (Amendment) 
Act, 1951 (XIII of 1951); 

(14) The Court-fees (Madhya Pradesh Amendment) 
Act, 1953 (IX of 1953). 

TAXES ON MOTOR AND OTHER VEHICLES 

Section I —Factual Background 

The tax is levied under the Central Provinces and 
Berar Motor Vehicles Taxation Act, 1947, and the Cen¬ 
tral Provinces and Berar Motor Vehicles Taxation Rules, 
1947. Tax under the Act is levied in accordance with 
the Schedules appended thereto on each motor vehicle 
used or kept for use. 

Under Sub-section (1) of Section 6 of the Act, local 
bodies are prohibited from levying any tax on motor 
vehicles, and in lieu of the loss caused to them, they 
are, under sub-section (1) of Section 7 of the Act, paid 
compensation annually equal to the amount of the 
gross average annual income derived by each such 
local body from this tax during the three years pre¬ 
ceding the coming into force of this legislation. The 
object of this is to avoid double taxation on motor vehi¬ 
cles by State Government and Local Bodies. 

Under the Central Provinces and Berar Motor Vehi¬ 
cles Taxation Rules, tax is levied on motor vehicles 
brought into this State for temporary use, in accord¬ 
ance with the schedule appended thereto. Rule 21 pro¬ 
vides for Government exempting by a notification any 
motor vehicle from payment of tax either totally or 
partially. Under this Rule, the State Government have 
exempted from payment of tax motor cars brought 
into this State from another State in respect of the 
quarter in which they are brought, provided the tax 
for that quarter has been paid in the other State. A 
copy each of the Act and the Rules have already been 
sent to the Commission. 

2. No amendment has been made during the past few 
years in relation to the main features of the Act, nor 
is there any such amendment under contemplation. 

3. The rates of levy are given for each class of motor 
vehicles in the schedules appended to the Act and the 
Rules. 

The only concession provided is under sub-section 
(4) of section 3 of the Act under which an owner of 
more than 5 vehicles used or kept for use solely in 
the course of trade or industry, but not for hire, is en¬ 
titled to a deduction of 10% of the aggregate amount of 
tax leviable thereon. 

In regard to exemption, the following provisions 
exist: — 

(i) Under the proviso to sub-section (2) of Section 3 
of the Act, no tax is payable on any motor vehicle if the 
owner gives notice as prescribed in rule 11. This has 
been provided with a view to avoid the trouble of pay¬ 
ing the tax unnecessarily on motor vehicles not likely 
to be used, and then refunding it subsequently under 
section 12 of the Act. 

(ii) Under Section 11 of the Act, motor vehicles used 
or kept for use by a Municipal Committee solely in the 
discharge of its duties, and motor vehicles used or kept 
for use solely for purpose of agriculture, are exempted 
from payment of tax. The reason for this exemption is 
that vehicles used by local bodies and those used for pur¬ 
poses of agriculture, are used in the interest of the gene¬ 
ral public and not for commercial purposes, and have, 
therefore, been exempted from the payment of tax. The 
question of restricting the exemption to vehicles owned 
and used by the Municipal Committee is under the con¬ 
sideration of the State Government. 

The rates of levy were changed twice, i,e. f in 1947 and 
1949. A statement showing the 1942, 1947 and 1949 
rates is enclosed. The reason for the changes made in 
the rates of levy in 1947 and 1949 was to increase the 
rates with a view to getting more revenue. As a result 
of this increase, the revenue in 1947-48 increased to 
17'43 lacs from 10-35 lacs in 1946-47; and from 24*21 
lacs in 1948-49 to 31*54 lacs in 1949-50. 

4. The administrative set up is that the Chairman, 
State Transport Authority, is the controlling officer for 
Motor Vehicles revenue and the 4 Regional Transport 
Officers are, under sub-rule (1) of Rule 3 of the Motor 
Vehicles Taxation Rules, the Taxation Authorities for 
collection of the tax. The tax is thus collected in the 
regional offices by the Taxation Authorities under the 
control and supervision of the Chairman, State Trans¬ 
port Authority, 

No assessment is required to be made as the tax is 
levied at the fixed rates prescribed in the schedules. Sec¬ 
tion 20 of the Act provides for appeals against the 


orders of the Taxation Authorities in regard to the levy 
or refund of tax. No revision is provided. 

The tax is to be paid in the manner prescribed in 
rule 3 of the Motor Vehicles Taxation Rules in the offi¬ 
ces of the taxation authorities or credited in the Trea¬ 
suries in outlying districts, through a clerk kept for 
this purpose in each of the Deputy Commissioner's 
Offices. 

5. A statement giving the required information is 
enclosed. 

6 . A statement showing in the receipts from 1946-47 
is enclosed. 

7. If the tax is not paid, action is taken in accord¬ 
ance with sub-section (1) of Section 22 of the Act read 
with sub-rule (1) of rule 20 of the Rules for recovery 
of the arrears as arrears of land revenue. 

8 . At the end of every quarter, a list of persons, who 
have not paid the tax, is prepared and notices issued to 
them as provided in sub-rule (1) of rule 20 of the Rules, 
If, in spite of this, payment is not made, action is taken 
to recover the amount as arrears of land revenue and 
to prosecute the defaulter under section 16 of the Act, 
Evasion is dealt with accordingly, when it comes to 
light during the course of checking by the Motor Vehi¬ 
cles Inspectors or Police. The accounts of recovery and 
credit of the tax are audited by the Motor Vehicles 
Auditor and action is taken to recover any deficit dis¬ 
covered during his audit. 

Section II— Replies to Questions 

Question No* 168. 

Government of India had appointed a Motor Vehicles 
Taxation Enquiry Committee in 1950 and the report sub¬ 
mitted by the Committee has since been published. The 
General Scheme suggested by the Committee in para 
147*1 of its report appears suitable except for certain 
reservations viz., recommendations regarding the aboli¬ 
tion of local taxation. The Committee have recommend¬ 
ed to such abolition of local taxation. The octroi tax 
alone was estimated to bring about 1*28 crores for 50-51 
to the Municipalities and Corporations in this State 
and forms a mainstay of their financial resources. Its 
abolition will criple their activities and it will not be 
possible for State Government to compensate them. 
The incidence of general taxation per capita in this 
State for the year 1946-47 was Rs. 6-1-3 and may have 
perhaps registered an increase by now. The incidence 
of present general taxation is in itself quite heavy and 
it would be very difficult to compensate municipalities 
and corporations through alternative modes of taxa¬ 
tion. 

The Commission by “Consolidated Tax" mentioned in 
this question perhaps means the States’ fuel tax to be 
collected by Centre by way of a surcharge of six annas 
per gallon of motor spirit for being handed over to the 
State on the basis of consumption. The State Govern¬ 
ment however desire that simultaneously with this, 
effect should also be given to the proposal contained in 
para. 145.4 of the report for the levy of a transport cess 
of annas per gallon for freight equalisation leading 
to a more or less uniform price for motor spirit all over 
the country, With these reservations the State Gov¬ 
ernment have no objection to a uniform consolidated 
tax being imposed. 


Supplementary Question No. 168. 

Our rates of levy of the motor vehicles tax are still 
lower than the ceilings recommended by the Committee. 
On the basis of the number of vehicles'taxed in 1948-49 
the Committee estimated that the yield to this State 
according to the rates recommended by it would be Rs. 
53 lakhs. Compared to the 1948-49 figures, there has 
been an increase of approximately 16*60% in the num¬ 
ber of vehicles in 1952-53. The yield on the basis of 
the rates recommended by the Committee would have 
been nearly Rs, 62 lakhs in 1952-53. As against this 
the actual realisation on the basis of the rates now in 
force in this State were just a little over Rs. 35 lakhs. 

Question No. 169. 

So far as the motor vehicles tax is concerned the re¬ 
commendations made by the Motor Vehicles Taxation 
Enquiry Committee in sub-para (b) of para, 147-1 
would be quite suitable. Based on these recommenda¬ 
tions the Government of India have formulated the 
Central-Aid Road Bill, 1951. The principles laid down 
m this bill could be generally acceptable to the State 
Government if the abolition of local taxation which 
was envisaged under the Motor Vehicles (Principles of) 
Taxation Bill forming a counter-part to the former Bill 
is not insisted upon. 
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Supplementary Question No. 169. 

At present the entire revenue from the Motor Vehi¬ 
cles Taxation Act of this State is taken into the consoli¬ 
dated fund. The revenue from this Act is not separate¬ 
ly utilised for any specific purpose. 

Question No. 170. 

The replies to question No. 168 above cover this 
question. 

Question No. 171. 

The Motor Vehicles Taxation Enquiry Committee 1950 
recommended levy of a road cess of one anna in the 
rupee on land revenue. In the opinion of the State 


Government such a levy is unsound in the context of 
taxation on users of roads. The. allied recommendations 
regarding the levy of a tax of Rs. 60 per year on cans 
plying for hire or reward can be accepted in principle 
but its proceeds are not likely to affect appreciably the 
taxation structure of the State inasmuch as number of 
such carts is extremely limited to the competition by 
public carriers. Load Bodies are already taking such 
carts and probable proceeds from such taxations to the 
State would not justify disturbance in the present 
arrangement. The only other user of roads who could 
probably be taxed is the owner of the push bicycle 
who is already taxed in most municipal areas. 

Section IIL-Other Remarks 

There, are none to offer. 


Statement showing the rates of taxes levied in the State of Madhya Pradesh under the Motor Vehicles Taxation Act 


Description of Motor Vehicles 










Annual Rates of Tax 











1932 



1938 

1940 


1942 


1947 


1949 


i 





2 



3 



4 



5 



6 



7 


Part A.-~Private Vehicles 




Rs. 

a. 

P- 

Rs. 

a. 

P* 

Rs. 

a. 

P* 

Rs. 

a. 

P* 

Rs. 

a. 

P* 

Rs, 

a. 

p- 

Motor Cycles', 






















Not exceeding aoo lbs, in weight unladen . . 


* 

• 

5 

0 

0 

5 

0 

0 

10 

0 

0 

10 

0 

0 

*5 

0 

0 


• M 


Exceeding 200 tbs. in weight unladen ♦ . 

• 

* 

* 

10 

0 

0 

10 

0 

0 

20 

0 

0 

20 

0 

Q 

30 

0 

0 


... 


Additional tax for side car or trailor. 

• 

• 

* 

5 

0 

0 

5 

P 

0 

10 

0 

0 

10 

0 

0 

10 

0 

u 


... 


Below 3J H. P. * . * • * 

* 

. 

* 





V. 



... 



... 





30 

0 

0 

Of or above 3J II, P. 


. 

. 











... 



— 


40 

fl 

0 

Additional tax for side car or trailor 

• 

• 

- 





... 






... 



*-• 


to 

0 

0 

Other Motor Vehicles excepting lorries — Motor Cars'. 

Not exceeding 15 cwt, in weight unladen . 


fJaH 

m 

15 

0 

0 

*5 

0 

0 

30 

0 

0 

3 ° 

0 

0 

50 

0 

0 

70 

0 

0 

Exceeding 15 cwt, but not exceeding i£ tons 111 weight 

unladen 

25 

0 

0 

25 

0 

0 

50 

0 

0 

5 ° 

0 

O 

/O 

0 

0 

IOO 

0 

0 

Exceeding il tons hut not exceeding 2 tons in weight 

unladen 


35 

Jro 

0 

35 

0 

0 

70 

0 

0 

70 

0 

O 

too 

0 

0 


... 


Exceeding 2 tons hut not exceeding 3 tons in weight unladen 


100 

0 

0 

100 

0 

0 

200 

0 

0 

200 

0 

O 

200 

0 

0 




Additional tax for each trailor 




10 

0 

0 

to 

0 

0 

20 

0 

0 

20 

0 

O 

20 

0 

0 


... 


Invalid carriages ...... 










15 

0 

0 

15 

0 

O 

L 5 

0 

0 

30 

0 

0 

Exceeds 30 cwt. but does not exceed 45 cwt. 

Exceeds 45 cwt. but does not exceed 60 cwt. 











• f * 








130 

0 

0 

. 


♦ 


... 












... 


160 

0 

0 

Exceeds 60 cwt. but does not exceed 60 cwt. 


* 

* 








->■ 






... 


200 

0 

0 

Additional tax for each trailor the unladen weight of which does not 
exceed 1 ton. 














... 


•V * 

0 

0 

Additional tax for each trailor the unladen weight of which exceeds 

1 ton. 

Part B. — Public Service Vehicles 








... 



... 



... 


80 

0 

0 

Motor Cycles'. 






















Not exceeding 200 lbs. in weight unladen . . 


• 


*5 

0 

0 

15 

0 

0 

tj 

* 

0 

15 

0 

O 


0 

0 




Exceeding 200 lbs. in weight unladen . * 


• 


30 

O 

0 

3 ° 

0 

0 

30 

0 

0 

30 

0 

O 

30 

0 

0 


... 


Additional tax for side car or trailor , 


- 


10 

O 

0 

to 

0 

0 

10 

0 

0 

10 

0 

0 

10 

0 

u 




Motor Cycles for hire: 






















Below 3^ H. P. . . * . . . 








... 



... 



... 



... 


3 ° 

0 

0 

Of or above 3I H. F, . . . . . 


• 






... 



... 



... 



... 


40 

0 

1 } 

Additional tax for each side car or trailer . 


# 



... 



... 



... 



... 



... 


10 

•I 

0 

Motor Cabs and Motor Omni Buses: 






















Seating capacity for passengers not more than 6 • 




4 <> 

O 

0 


... 



... 



... 



... 



... 


Exceeding 6 but not exceeding 10 




80 

O 

0 


... 



... 



... 



... 



... 


Exceeding 10 but not exceeding 15 . 




140 

O 

0 


... 



... 



... 



... 



... 


Exceeding 15 but not exceeding 20 . 




160 

O 

0 


... 



... 






... 



... 


Exceeding 20 but not exceeding 25 

Seating capacity for passengers not more than 25 




200 0 0 

per seat 

8 0 0 

per seat 
800 

per seat 
800 

per seat 

12 0 0 

per seat 

24 0 0 

per seat 
2400 

And thereafter for each additional seat 




50 

O 

* 0 

50 

0 

0 

50 

0 

0 

50 

0 

0 

50 

0 

0 

5 ° 

0 

11 

Additional tax for each irailor 




20 

O 

0 

20 

0 

0 

20 

0 

0 

20 

0 

0 

20 

0 

0 

20 

0 

0 


45■—1 T. E.Com. (N.D.) 53 






35 ° 


X 


2 



3 



4 



5 


6 



7 



Rs. 

a. p 


Rs. 

a. p 


Rs, 

a. 

p* 

Rs. 

a* 

p. Rs. 

a. 

p. Rs. 

a* 

p- 

Part B.— Goods Vehicles. 




























As in 1947* 






The Registered laden weight of which does not exceed 3,920 lbs. 


*•* 








125 

0 

0 156 

4 

0 




Exceeds 3,920 lbs. but does not exceed 4,480 lbs. . 


— 








150 

0 

0187 

8 

0 




Exceeds 4,480 lbs. but docs not exceed 6,720 lbs. 


... 








240 

0 

0 300 

0 

0 




Exceeds 6,720 lbs* but does not exceed 8,960 lbs* 


... 








360 

0 

0 450 

0 

0 




Exceeds 8,960 lbs. but does not exceed 10,080 lbs* 


• V i 




\ 




400 

0 

0 500 

0 

0 


s in 

Exceeds 10,080 lbs, but does not exceed 12,290 lbs, * 


... 








440 

0 

0 55° 

0 

0 


1947 

Exceeds 12,290 lbs. but does not exceed 14,500 lbs* • 


... 








520 

0 

0 650 

0 

0 




Exceeds 14,500 Ihs. but does not exceed • , » 


... 








600 

0 

0 750 

0 

0 




Additional tax for each trailor . . . * • 


... 








50 

0 

0 50 

0 

0 




Bait C.— Transport vehicles other than Public Service Vehicles and Gocds Vehicles * 

















Motor Lorries whether private or for hire , 


















Not exceeding 15 cwi. in weight unladen * « 

* 50 

0 

0 

5° 

0 

0 





... 


... 



W. 


F*xceeding 15 cwt but not exceeding i£ tons in weight unladen 

. 100 

0 

0 

too 

0 

0 





... 







Exceeding i£ tons but not exceeding 2 tons in weight unladen 

. 150 

0 

0 

150 

0 

0 





... 


... 



... 


Exceeding 2 tons but not exceeding 3 tons in weight unladen 

, 250 

0 

0 

250 

0 

0 












Exceeding 3 tons but not exceeding 4 toils in weight unladen 

• 3 f*° 

0 

0 


0 

0 












Additional tax for each trailor .**♦.* 

* 50 

0 

0 

5 o 

0 

0 





... 





... 


Transport Vehicles other than Public Service Vehicles and Goods Vehicles . 


















The unladen weight of which does not exceed 15 cwt* * » 


... 



... 


50 

0 

0 

50 

a 

0 50 

0 

0 50 

0 

0 

Exceeds 15 cwt, but does not exceed i£ tons 







100 

O 

0 

100 

0 

0 100 

0 

0 too 

0 

0 

Exceeds t£ tons but does not exceed 3 tons , 





... 


150 

0 

0 

150 

0 

0 150 

0 

0 150 

0 

0 

Exceeds 2 tons but does not exceed 3 tons 


... 





250 

0 

0 

250 

0 

0 250 

0 

0 250 

0 

0 

Exceeds 3 tons but does not exceed 4 tons 


... 





350 

0 

0 

35 ° 

0 

0 350 

0 

0 35 ° 

0 

0 

Exceeds 4 tons but does not exceed 5 tons * * 





•• 


450 

0 

0 

450 

0 

0 450 

0 

0 450 

0 

0 

Exceeds 5 tons but does not exceed 6 tons .... 







550 

0 

0 

550 

0 

0 550 

0 

0 550 

0 

0 

Exceeds 6 tons but docs not exceed 7 tons , . * 


... 





750 

0 

0 

750 

0 

0 750 

0 

0 750 

0 

0 

Additional tax to each trailor . . * . * 





... 


50 

0 

0 

5 ° 

0 

0 50 

0 

0 50 

0 

0 


The above taxes are for Motor Vechicies fitted with pneumatic tyres. 3,°% higher tax shall be leviable on anv motor vehicle* fitted with solid or semi- 
lojid rubber tyres or metal wheels or cater pi tier traxat ion. 

Statement showing the rates of taxes levid in State of Madhya Pradesh under Motor Vehicles Taxation Rules. 


* 94 ° *947 <949 

Description of motor Vehicles ---- -———-——--■-——7--——---- 

For a For each For a For each For a For each For a For each 
period subsequ- period subsequ- period subsequ- period subsequent 

not ex- ent month not ex- ent month not ex- ent month not ex- month or 

ceeding or part of ceeding or a part ceeding or a part ceeding part of a 

one month a month one month of a one month of a one: mouth month 

month month 



Part A,—Private Vehicles 


Motor Cycles. 

Rs, 

a. 

P- 

Rs. 

a. 

P* 

Us. 

a. 

P* 

Rs. 

a. 


Rs. 

a. 

P< 

Rs. 

a; 

P* 

Rs. 

a. 

P- 

Rs. 

a* 

P- 

The unladen weight of which does not exceed 

1 

0 

0 

1 

0 

0 

1 

0 

0 

1 

8 

O' 

1 

8 

0 

1 

8 

0 

t 

8 

0" 

X 

8 

0 

200 lbs. 

























Exceeds 200 lbs, . . . « ♦ 

2 

0 

0 

n 

0 

0 

2 

0 

0 

n 

8 

0 

2 

8 

0 

2 

8 

0 

2 

8 

0 

0 

8 

0 

Additional tax for side caj; or trailor 

1 

0 

0 

I 

0 

0 

1 

0 

0 

I 

0 

0 

I 

0 

0 

1 

0 

0 

I 

0 

0 

1 

0 

0 

Motor cars * 

























The unladen weight of which does not exceed 

2 

a 

0 

2 

8 

0 

2 

8 

0 

0 

*8 

0 

4 

8 

0 

4 

8 

0 

4 

8 

0 

4 

8 

0 

15 cwt. 

























Exceeds 15 cwt, but docs not exceed 1J tons. 

4 

0 

0 

4 

0 

0 

4 

0 

0 

4 

0 

0 

6 

0 

0 

6 

0 

0 

6 

0 

0 

6 

0 

0 

Exceeds ii tons but does not exceed 2 tons. 

6 

8 

0 

6 

8 

0 

6 

8 

0 

6 

8 

0 

8 

8 

0 

8 

8 

0 

8 

8 

0 

3 

8 

*> 

Exceeds 2 tons but does not exceed 3 tons . 

16 

8 

0 

16 

8 

0 

16 

8 

0 

16 

8 

0 

17 

0 

0 

1 7 

a 

0 

<7 

0 

0 

<7 

0 

0 

Additional tax for each trailor 

0 

0 

0 

.2 

0 

0 

2 

0 

0 

2 

0 

0 

2 

0 

0 

2 

0 

0 

2 

0 

0 

2 

0 

u 

Invalid carriages • 

i 

0 

0 

l 

0 

0 

l 

0 

0 

1 

0 

0 

X 

8 

0 

I 

8 

0 

I 

8 

0 

l 

8 

0 















35 * 


I 


2 


3 


4 

5 

6 789 

Pari B. — Public Service Vehicles * 

Rs, 

a. 

P* 

Rs. a, 

P* 

Rs. a, p. 

Rs. a. p. 

Rs. a. p. Rs. a. p. Rs. a* p. Ri a. p- 

Seating capacity for passengers not more than 25 

1 

0 

0 

1 0 

0 

1 0 0 

too 


Ami thereafter for each additional seat . 

4 

0 

0 

4 0 

0 

C 

O 

0 

0 

*** »«+ 

Additional tax for each trailor - . » 

2 

0 

0 

2 0 

0 

2 V 0 

200 

• • • * 4 * * 4 * #« ft 


Motor Cycles for hire. 


(i) The unladen of which—- 


Does not exceed 200 lbs. 



... 

1 

8 

0 

t 

8 

0 

I 

8 

0 

I 

8 

0 

Exceeds 200 lbs. .... 




2 

8 

0 

2 

8 

0 

a 

8 

0 

2 

8 

0 

Additional tax for side car or tarilor * 



... 

1 

0 

0 

1 

0 

0 

s 

0 

0 

I 

0 

0 

(ri; Other than motor cycles for hire seating 




... 2 

0 

0 

n 

0 

0 

2 

0 

0 

2 

0 

0 

capacity for passengers not more than 25, 
And thereafter for each additional seat * 




4 

8 

0 

4 

8 

0 

4 

8 

0 

4 

8 

0 

Additional tax for each trailor . . 




2 

0 

0 

2 

0 

0 

2 

0 

0 

2 

0 

0 

Goods Vehicles . 
















The Regd. laden weight of which does not 



... 

13 

8 

0 

13 

8 

0 

13 

8 

0 

13 

8 

0 

■ exceed 3,920 lbs. 














Exceeds 3,920 lbs. but does not exceed 4,480 




l6 

0 

0 

16 

0 

0 

16 

0 

0 

16 

0 

0 

lbs. 

Exceeds 4,480 lbs. but does not exceed 6,720 




... 25 

0 

0 

25 

0 

0 

35 

0 

0 

25 

0 

0 

lbs. 

Exceeds 6,720 lbs. but docs not exceed 8,060 




37 

8 

0 

37 

8 

0 

37 

8 

0 

37 

8 

0 

lbs. 
















Exceeds 8, y6o lbs. but does not exceed 10,080 




42 

0 

0 

42 

0 

0 

42 

0 

0 

4 * 

0 

0 

lbs. 

Exceeds j0,080 lbs. but does not exceed 12,290 




46 

0 

0 

46 

0 

0 

46 

0 

u 

46 

0 

0 

lbs. 

Exceeds 12,290lbs. but doesnot exceed 14,500 



. 

••• 54 

8 

0 

54 

8 

0 

54 

8 

O 

54 

8 

0 

lbs. 

Exceeds 14,500 lbs. .... 




62 

8 

0 

62 

8 

0 

62 

8 

0 

62 

8 

0 

Additional tax lor each trailer 



gigriS 

4 

8 

0 

4 

8 

0 

4 

8 

O 

4 

8 

u 

Part G. —Transport Vehicles other tkm Public Service Vehicles. 














The unladen weight of which does not 

4 

0 0 

4 ^ ffbirij || 4 r ° ° 

400 4 

8 

0 

4 

8 

0 

4 

8 

0 

4 

8 

0 

exceed 15 cwl. 

Exceeds 15 owls, but docs not exceed i4 tons. 

8 

0 0 

8 0 o' 8 0 0 

0 0 0 8 

0 

0 

8 

ft 

0 

8 

8 

0 

8 

8 

0 


Exceeds 1J tons but does not exceed 2 tons , 

12 

0 

0 

12 

0 

0 

12 

0 

0 

12 

0 

0 

12 

8 

0 

12 

8 

0 

12 

8 

0 

12 

8 

0 

Exceeds 2 tons but docs not exceed 3 tons 

20 

0 

0 

20 

0 

0 

20 

0 

0 

20 

0 

0 

21 

0 

0 

21 

0 

0 

21 

n 

0 

21 

0 

0 

Exceeds 3 tons but does not exceed 4 tons 

30 

0 

0 

30 

0 

o, 

3 ° 

0 

0 

30 

0 

0 

29 

8 

0 

29 

8 

0 

29 

8 

0 

29 

8 

0 

Exceeds 4 tons but does not exceed 5 tons 

3 $ 

0 

0 

38 

0 

0 

38 

0 

0 

38 

0 

0 

37 

8 

0 

37 

8 

0 

37 

8 

0 

37 

8 

0 

Exceeds 5 tons but does not exceed 6 tons 

46 

0 

0 

46 

0 

0 

46 

0 

0 

46 

0 

0 

46 

0 

0 

46 

0 

0 

46 

0 

0 

46 

0 

0 

Exceeds 6 tons but does not exceed 7 tons 

62 

0 

0 

62 

0 

0 

62 

0 

0 

62 

0 

0 

62 

8 

0 

62 

8 

0 

62 

8 

0 

62 

8 

0 

Additional tax for each trailor 

4 

0 

0 

4 

0 

0 

4 

0 

0 

4 

0 

0 

4 

8 

0 

4 

8 

0 

4 

8 

0 

4 

8 

0 


The above taxes fur Motor Vehicles fitted w ith pneumatic tyres. A 50% higher tax shall be leviabl e 
metal wheels or catter piller traxatiou. 

on any motor vehicle fitted with solid or semi-solid rubber tyres or 


Statement shoiving expenditure under 12 -d Charges of Collection 




12-A charges of collection 

■V 7 

Percentage 
of total 

expenditure Remarks 

to total 
collection 


X 

Cost of ad- 
minis tratien 

Cost cf col¬ 
lection 

Total 


1 2 

3 

4 * 

5 6 

. ‘ * 

Rs, 

Rs. 

Rs. 

Percentage 

I 94 r »-47 

. 32,473 

70,059 

1,02,532 

9 ‘ 9 ° 

1 9 47'48 * . • 

.. 31,263 

71.879 

1,03,142 

5 ' 9 l 

1948-49 

. . . . . • 31*678 

95>344 

1,27,022 

5*24 

1949-50 

■ . 36,782 

1 , 39*539 

1,76,321 

5 ’ 58 

1950-5 r 

. 39,789 

1,32,648 

*, 72,437 

5*20 

1951-52 

. 3 7 > 8 05 

1,38,382 

1,76,277 

5*34 

1952-53 

35 - 28 i 

1,48,287 

1,83,568 

5*62 

1953*54 

26,320 

1,55,780 

1,92,100 

5*73 



(Budget estimate) 


Noies. - • i. The above figures exclude Rs.45,000 paid every yeai to local bodies as compensation, as this amount is neither cost of administration nor cost of collection. 


a. The figure* in coluinn t; represent the expenditure on the Slate Transport Authority’s olfice, which cannot be debited to cost of collection which is made in regional 
oUiecs only- 

3. The expenditure shown in column a to 4, though described as “Charges of collection” is not actually the amount spent on collection o< the tax. The taxation Author) > 
ties under sect ion 3 of the Motor Vehicles Taxation Act, are the Registering Authorities appointed under Section a 3 nf the Motor _ Vehicles Act, i.e„ the Regional 1 ranspr rt 
Officers Nagpur, Amravnti, Raipur and Jabalpur. Thr tax is collected in these regional rfiires which also deal with the @mn migration of the Motor Vehicles Act. 'I fie 
h um s in column 4 therefore include the'expenditure on the State Transport Authority’s olfice and the 4 Regional Offices, excluding the expenditure on inspection of vchi * 
desete. dehin-d to XII-B “Inspection of Vehicles”. It is not possible to give the expenditure incurred exclusively on administration or collect ion ol tax. The work involved in th«’ 
collection of tax may be estimated at 50 per cent of the work done in thcseoffices and the expenditure on administration or collection of tax may be assumed to be approxima¬ 
tely at iy per cunt of the total expenditure shown in column 4. 
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Statement showing receipts from Motor Vehicles Tax 


Year 

Total Receipts Remarks 

1 

2 3 

1946-47 • 

Rs. 

* i n * 35 * 94 8 

1947-1.8 ♦ 

• «7.43.04 6 

I948-49 .... 

. 24,21,618 

1949 - 5 " .... 

♦ 3 1 > 54^593 


* 32 , 5 <M 6 9 

I 95 I- 3 * .... 

33 ," b 173 

* 95'*-53 .... 

35 ** 4,235 

* 953-34 .... 

* 33 , 5 °»° 00 

(Budget estimate) 


TAX ON SALES OF MOTOR SPIRIT AND 
LUBRICANTS 

Section I—Factual Background 


Levy of tax on the retail sales of motor spirit and 
lubricants has been provided for by the Central Pro¬ 
vinces and Berar Sales of Motor Spirit and Lubricants 
Taxation Act, 1938 (Central Provinces and Berar Act 
No. XIV of 1938) and came into force with effect from 
the 6th January 1939 and was extended to the whole 
of the Central Provinces and Berar. It is levied and 
collected from every retail dealer on the retail sales of 
motor spirit and lubricants at the rate 12£% on the 
value of such sales. The State Government have re¬ 
served the right to vary this rate of tax from time to 
time. Section 5 of the Act provides for the registration 
of every retail dealer within three months of this act 
coming into force or of his starting business as a re¬ 
tail dealer by making an application to the Deputy Com¬ 
missioner of the district in which his place of business 
is situate or to any officer of the Excise or Revenue De¬ 
partment .specially empowered by the State Government 
in this behalf in .such district, A registration certifi- 
cale is granted to him by the Deputy Commissioner or 
the registering authority (District Excise Officer) in the 
prescribed form. Every registration certificate so grant¬ 
ed expires on the 31st day of March following the dale 
of the grant and has to be renewed annually. Every 
grant or renewal of registration certificate is free of 
charge. The Act prohibits any person from carrying 
on business as a retail dealer in any district without 
holding a registration certificate. Prescribed penalty for 
unauthorised sale is up to one thousand rupees or a 
sum double the amount of the tax payable under the 
Act, whichever is greater. In case the prescribed tax 
is not paid within the time fixed by a notice issued in 
tlic* prescribed manner, the prescribed authority 
may, in lieu thereof, recover and any sum not exceed¬ 
ing double the amount of the tax so unpaid, or any 
smaller sum above the amount of the tax* which such 
authority may think it reasonable to recover. The am¬ 
ount of tax is recoverable as an arrear of land revenue. 
The Act provides for suspension or cancellation of re¬ 
gistration certificate if any tax payable under the Act 
is not paid or any breach of any of the conditions sub¬ 
ject to which a registration certificate is granted* is 
committed. No compensation for its suspension or can¬ 
cellation is payable to him. For the purposes of the 
recovery of the tax and the exercise of powers and per¬ 
formances of duties by the authorised officers or persons 
the State Government have framed rules which are call¬ 
ed the Central Provinces and Berar Sales of Motor 
Spirit and Lubricants Taxation Rules, 1939. The rules 
specifically deal with forms of registration certificate, 
conditions of its grant or refusal, suspension or cancella¬ 
tion, transfers, issue of duplicates, maintenance of ac¬ 
counts, furnishing of returns showing stocks and sales 
etc. 

2. Amendments if any made during the past few 
years.- Originally the rate of tax was 5% on the value 
of sales but it was raised to 8 per cent in 1939 and to 
124% i.e., the present rate with effect from 14th March 

47 . 

3. Exemption .—The State Government made a provi¬ 
sion in the Act in 1950. for granting exemption in whole 
>r in part to any dealer or class of dealers from the 
>ayment of the tax under the Act. 

4 . Administrative Set-up .—The Excise Commissioner 
«nbiect to the control of the State Government, super¬ 
intends the administration and the collection of the 


tax. The Registering Authority is charged with the 
duty of carrying out the provisions of the Act subject 
to the control and direction of the Excise Commissioner 
and the orders of the State Government. Any officer 
of the Excise or Revenue Department specifically 
empowered by the State Government may issue a war¬ 
rant for the arrest of any person committing an offence 
punishable under the Act or for search of the place of 
business etc. Every excise officer not below the rank 
of Sub-Inspector or every revenue officer not below the 
rank of Naib-Tahsildar has power to investigate all 
offences punishable under the Act, No special staff has 
been employed exclusively for the administration of the 
Act. 

5. Assessment and collection— The tax is payable at 
the prescribed rate by the retail dealer holding regis¬ 
tration certificate by direct credit into the Government 
treasury and has to furnish periodical returns to the 
registering authority for check. His accounts are also 
checked from time to time by the officers of the Excise 
Department. 

6. Appeals and Revisions .—Any person aggrieved by 
any order under this Act may appeal to the Excise Com¬ 
missioner* if such order is passed by a Deputy Com¬ 
missioner, and to the Deputy Commissioner, if such 
order is passed by an officer or person exercising powers 
under this Act. ’Every order passed in appeal, subject 
to the powers of revision is final. 


7. Cos! of administration and collection ,—It is not 
possible to calculate the cost of administration of the 
tax, as no special staff has been exclusively employed 
for this purpose. 

8. Receipts . Receipts from the tax during the last 
five years is given below 

Year its. 

*94.8-49 . . . . . . • • ia vt H ?357 


1 94 - 9 * 5 ° * 9 )° 3>775 

..26,06,023 


*951-52 33 , 29 * * 5 ° 

1952-53.40,38,842 


The upward trend in receipts is due to derationing of 
petrol, taxation on high speed diesel oil and powerine 
and increased vehicular traffic consequent on avail¬ 
ability of petrol and extensive use of tractors operating 
on high speed diesel oil and petrol, 

9. Arrears.—Generally there are no arrears as penal 
provisions in the Act are adequate to guard against such 
accumulations. Arrears* if any, are recoverable as 
arrears of land revenue. 

10. Evasion and avoidance .—Petty motor transport 
companies import lubricants direct from the suppliers 
in other States and since these sales cannot be deemed 
to be the sales in this State, tax cannot be levied al¬ 
though the lubricants are consumed in this State. The 
question how these sales can be taxed is under the 
active consideration of Government. These purchases 
could be taxed by making a provision to make purchases 
taxable. 


Section II—Replies to questions bearing on the tax 

Nil. . 


ENTERTAINMENT TAX 

Section I—Factual Background 

Levy of a duty in respect of admission to theatres, 
r mem as and other places of public entertainment in the 
State of Madhya Pradesh has been provided for by the 
Central Provinces Entertainments Duty Act, 1936 (Cen¬ 
tral Provinces Act Ng. XXX of 1936) and came into 
operation with effect from the 27th November 1936. 
Relevant provisions of the Act for the recovery of en¬ 
tertainments duty from the proprietors of places of en¬ 
tertainment are extended to such arears as the State 
Government by notification direct from time to time. 
At present these provisions have been extended to a 
large area of the State where organized concerns of 
entertainment exist. This position is annually re¬ 
viewed and alterations are ordered from time to time. 
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For securing payment of entertainments duty and 
lor carrying out the provisions of the Act generally the 
C.P. & Berar Entertainments Duty Rules, 1942 have 
been framed by the State Government. 

2. Amendments, if any, made during the past few 
years. —(i) Rates of tax .—Enhancements in rate of tax 
have been made from time to time e.g., in 1944 for the 
first time and subsequently in 1947 and 1949. The exist¬ 
ing rates of tax are detailed in answer to question No, 
172 in Section II below. 

(ii) Complimentary tickets .—Exemption from enter¬ 
tainment duty was granted as under: — 

Year of mak¬ 
ing change 

Distributor of owner of a film or his authorised re- 1950 
presen tative (not exceeding one at a time) or any 
member of the family of the proprietor. 

Chairman of the Central Board of Film Censors or 1951 
any member of the Board or Advisory Panel, or a 
Regional or an Assistant Regional Officer who 
wants admission into a cinema house licensed 
under the Cinematograph Act 1918 for the pur¬ 
pose of satisfying himself that the provisions of 
the Censorship Rules are being carried out. 


Soldiers of 1 lie 1 ndian Dominion in uniform excluding 1948 

Commissioned Officers (amended in 

1951 as given 
below. 

Homeguards in uniform not above an Adhi Naik in 1918 
rank who produce a certificate from the Comman¬ 
dant 1 1 j a 11 hey ar c u nder tr a in ing or o n d u ty, 

Soldiers of tin; Union other than Airmen of the Indian 1951 

Air Force. 

Airmen of The Indian Air force, excluding comm is- 1951 
sioned officers on production of their identity 
cards. 

Dramatic performances ..... 1952 


2. Administrative Set up .—The Excise Commissioner, 
subject to the control of the State Government superin¬ 
tends the administration of the Act and the collection of 
the duty. The Excise staff in the; State supervises this 
work in addition to their other duties. No extra stall has 
been employed specifically for this purpose. 

3 (i) Assessment and collection.—Tax is payable at 
the scheduled rates prescribed in the Act itself on 
various classes of tickets for admission to entertain¬ 
ments at various rates. Entertainments duty stamps of 
various denominations are made available by Govern¬ 
ment for affixing to the tickets to cover the prescribed 
rate of tax. Payment of tax in cash by the proprietors 
was also permitted by Government in special cases, but 
this concession is being withdrawn shortly. 

(ii) Appeals arid Revisions .—No specific provision has 
been made either in the Act or the rules framed there¬ 
under. 

4(i) Cost of administration .—No special staff has been 
employed for this purpose. 

(ii) Cost of collection .—There is no expenditure on 
staff especially for the collection of the entertainment 
tax. The only- expenditure incurred is on the printing 
of stamps. The expenditure on the printing of stamps 
is as follows: — 


Year Expenditure 

Rs. 


1930-51 

* 

. 



• 

27,000 

195*-52 

* 

. 

■ 

* 

• 

10,000 

1952-53 

■ 

. 

• 



15,000 

*953-54 

■ 

. 

• 

• 


-.24,000 

5. Receipts 

from the tax 

are 

given below 

: — 



Year 


(K upces 

in 

Revenue 

Thousand*,) 

*93 r >-37 

* 




* 

3 

1937-36 

• 





53 

i93 <u 39 

‘ 

* 




57 

*939-40 

• 





34 

1 94°"4 I 


* 




4 : 

i94*M‘2 

• 


- 




1942-43 

• 


* 



81 

1943-44 

< 

. 

• 


* 

T ,(>7 

*944-45 

• 

- 



* 

•Vji 

1945-46 

9 

* • 



* 

11,01 

1946-47 

* 

w * • 



* 

* 3? 45 

1947-48 

* 

♦ • 



* 

22,56 

1946-49 

i 

• • 

* 


• 

2 7,31 

1919-5" 

* 

* * 



* 

29,22 

29,30 

1 95°"5 1 

* 





1951-52 

• 

. 

• 



34,56 

1952-53 

R. E* 

• * 

- 


* 

32,00 

1953-54 

B. E. 

1 * ♦ 

• 



32.00 


The increase in revenue from the years 1944, 1947 and 
1949 is due to enhancement of the rates as explained 
in paragraph 2 of Section I of this memorandum. Sepa¬ 
rate figures of revenue from cinema shows and other 
classes of entertainments are not available but most 
of the revenue is from cinema shows. 

t>. Arrears.—Generally there are no arrears. An cars 
if any are recovered as arreas of land revenue, p 

7. Evasion and avoidance .—Evasion is not on a large 
scale, as mentioned in answer to question 174 in Sec¬ 
tion II. 

ENTERTAINMENT TAX 


Year 


1943- 44 

1944 - 45 

1945- 4 6 

1946- 47 
1917-48 
1948-49 
1949*39 


Expenditure 


SECTION II 


Rs, 
1,000 
9,000 
6,000 
11,000 
29,000 
14,000 
36,000 


Question No. 172* 

This tax is 'usually levied on tickets of admission to 
entertainments or amusements of which the cinema is 
by far the most important. In this regard the cinema¬ 
tograph Industry Enquiry Committee considered the in¬ 
cidence of the tax on the industry too heavy , Do you 
agree with this view and in particular, do you consider 
that the rates have reached the point of ‘diminishing 
returns ? 

In the Madhya Pradesh State Entertainment duty is 
levied on all payments for admission to any entertain¬ 
ment at the rates given below. Dramatic performances 
and educative shows are exempted from payment of tax. 
Such shows, the proceeds of which are devoted to philan¬ 
thropic or charitable purposes, are also exempted from 
payment of Entertainment duty. 
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Amount of duty 


When the payment for admission — 


exceeds two annas hut is less than 4 annas One. anna. 

is 4 annas or mure but docs not exceed Ks. t -8--0 , • . • * * . . . . * 50% of the amount 

charged by way of 
payment for admis¬ 
sion. 


Rs, As. Ps. 


exceeds 

Rs. 

i-8 -0 

but docs not exceed 

Rs. 2 -o-u , 


. 

* 

* 

0 

14 

0 

exceeds 

Rs. 

2-0-0 

Do. 

Rs. 2-8-0 

• 

• * 



1 


0 

exceeds 

Rs. 

2 "8-0 

Do. 

Rs. 3-0-0 


* * • • • 



1 

6 

0 

exceeds 

Rs, 

3-0-0 

Do, 

Rs. 3-8-0 

• 

* * • • 



1 

10 

0 

exceeds 

Rs. 

38-0 

Do. 

Rs* 4-0-0 


* * . , # 


* 

1 

H 

0 

exceeds 

Rs. 

4-0-0 

Do. 

Rs. 4-8-0 

• • 




2 

2 

0 

exceeds 

Rs. 

4-8-0 

Do. 

Rs. 5-0 -0 

• • 




0 

G 

0 

exceeds 

Rs. 

5-00 

for every one rupee 

or part thereof in excess of the 

first live rupees in addition to the 

payment 

0 

6 

0 


of the first five rupees. 


Under the present, system the incidence of tax falls 
on the persons admitted to entertainments. The exist¬ 
ing rates of tax have almost reached the point of dimi¬ 
nishing returns though the cinema industry does not. 
appear to have been affected adversely to any appre¬ 
ciable extent. The rate of tax was last enhanced in 
the year 1949. The increase in revenue was however 
not in proportion to the enhancement made. Though 
there is no case for immediate reduction in the rate of 
taxation at present, economic depression has set in and 
it may be necessary to reduce the tax after some time. 
The actuals of revenue derived from entertainments 
duty for the last five years are given below for ready 
reference. 


KsJ 


Question No. 173* 

What principles would you adopt in regard to exemp¬ 
tions'? Should the criterion be: 

(i) Character of the entertainment (e.g., education¬ 

al film): 

(ii) nature of object to which net receipts are ap¬ 
plied (e.g., charity shows); v 

liii) class of persons admitted to entertainment (e.g. 
lowest class of tickets) ; 

(iv) Any other /actor? 

The criterion should be (.1) character of the entertain¬ 
ment and the purpose to which receipts are to be ap¬ 
plied. (2) A class, the payment of admission for which 
is below a certain amount fixed by Government after 
taking into consideration the economic condition of 
the people, may be exempted for giving relief to the 
poor, 

Question No. 174. 


Year 

MH'Hy 

1 919-50 
1950-51 
103*-5* 


27 , 35,895 

29,25,688 

29>3b845 

34 } 58,9 8 5 


1952-53 

The committee also suggested uniformity in the rates 
of duty which differ widely from State to State . Do 
you agree with this view ? If so, how should it be 
achieved ? 


How important is evasion of the entertainment tax 
and what methods of evasion are practised ? What steps 
would you take to minimise evasion ? Should there be 
a restriction on the number or proportion of compli¬ 
mentary tickets issued? Should collection be more gene¬ 
rally by stamps? 


31,74,839 


Uniformity is desirable. Slates could agree to levy 
a uniform rate on a percentage basis i.e., so many per¬ 
cent of the price of admission. Rates may vary accord¬ 
ing to the population of the town. 

How* far would you apply graduation in the rates of 
entertainments Taxi 

The graduation system is more equitable than the 
recovery of tax on percentage basis as the payment 
under the former system is based on the paying capa¬ 
city of the audience. Under the percentage basis how¬ 
ever the poor and the better-oif pay the same percen¬ 
tage of the tax. The percentage basis system has how¬ 
ever the advantage of greater elasticity for the exhibi¬ 
tors who can suit their prices according to the varying 
economic conditions of their clientele at different times 
and places which is absent in the graduation system. For 
the lower class graduation system of' taxation may be 
followed while percentage basis may be adopted for 
higher classes, 

What modi/icat ions in the system of levy would you 
suggest ? 

(i) The Entertainments duty rates for sports should 
be lower, if they’cannot be granted total exemption. 

(ii) At present the “entertainments duty rates are 
graduated when the payment for admission exceeds 
Re, 1 and annas 8. A flat > rate of 50 per cent of the 
amount of admission be levied instead. 

(iii) Two annas class be levied at the rate of 6 pies. 
Classes below 2 annas may continue to be exempted. 


Evasion is not on a very large scale. The manage¬ 
ment sometimes admit; persons without tickets and the 
Government lose entertainment duty. Used up stamps 
are also sometimes affixed on the tickets. In this State, 
the proprietors are required to pay entertainment duty 
on complimentary tickets. Complimentary tickets issued 
to the members of the proprietor’s family, authorised 
film censor oflicer and representatives of the distribu¬ 
tors (one at a time) only are exampted from payment 
of tax. Collection through affixing of entertainment 
duty stamps is preferable. 

There is in vogue a method of evasion of duty r at 
higher rates without infringing the law. Tickets at 4 
annas to Re. 1 and annas 8 are charged duty at fifty per 
cent while tickets of 2 annas to less than four annas are 
charged at one anna. It is not unusual for Cinema houses 
to price tickets at 3 annas and 9 pies in order to escape 
the duty at the higher rate for the next slab at 4 annas. 

Question No. 175. 

S h oitld y on sugges l the ex ten a i 011 of th e sc* * pe of a ppli - 
cation of the tax to any other organised and convenient¬ 
ly taxable forms of entertainments not taxed at pre¬ 
sent ? Would you recommend the exclusion from the 
scope of the tax of any kind of entertainment which is 
taxed at present ? 

As already mentioned above, sports may be exempted 
from the purview of the Act. There is no scope for 
extension of the application of the tax to any other form 
of entertainment in this State. 

Section III— Other Remarks 
Nil. 
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ELECTRICITY DUTY ACT. 

Section I— Factual Background 

1. In 1949 the C.P. & Berar Electricity Duty Act, X 
of 1949, was passed and was enforced from 1-10-49. 
Feature of this enactment was to impose duty on “con¬ 
sumption of energy for domestic purposes” only with 
the two fold objects .of combating inflation and to aug¬ 
ment revenue of the State for essential expenditure. 

Section 2 (b) of the Act defines “domestic consumption” 
as follows— 

‘Domestic consumption’ means consumption of energy 
for lights and fans or any other appliances normally 
connected to lighting circuit. 

Section 3 of the Act which levies duty on domestic 
consumption reads as follows— 

‘Every distributor of electrical energy shall pay every 
month at a prescribed time and in a prescribed manner 
a duty calculated at a rate of one anna per unit of 
energy sold to a consumer for domestic consumption dur¬ 
ing the preceding month : 

Provided that no duty shall be payable in respect of 
electrical energy supplied to Dominion Government for 
consumption by that Government or to any Railway 
company for consumption in the construction, mainten¬ 
ance or operation oi a Federal Railway’. 

2-A. The underlying idea in enacting this duty Act 
was to tax only such electrical energy which- might be 
utilised by individual consumers for lights, fans and 
other appliances normally connected to the lighting cir¬ 
cuit, However, such energy although consumed by the 
Departments of State Government and by public bodies 
for the ben ell t of the people in general is sold and charg¬ 
ed for by the distributors and therefore came to be ass¬ 
essed to duty according to the section 3 of the Duty 
Act. Public consumption was not intended to be taxed 
when the original Act was framed. Again the Act ex¬ 
cluded all industrial consumption whereas it was inten¬ 
ded that duty should be imposed on consumption of all 
energy for purely domestic purposes used in the resi¬ 
dences and hostels for the stall of the distributors or 
other industrial concerns whether energy was provid¬ 
ed at free or concessional rates. 


All these purposes and ideas were not covered by the 
definition of the phrase ‘domestic consumption’ as defi¬ 
ned in section 2(b) of the Act (X of 1949) and as such 
section 2 (b) was amended by C.P. & Berar Electricity 
Duty (Amendment) Act No. XLIX of 1949 and reworded 
as follows— 


2 (b) ‘domestic consumption’ means consumption of 
electrical energy for lights, fans or any other 
appliance connected to a lighting circuit whether 
wired separately or not including any supply 
made by the distributors free or at concession¬ 
al rates to their employees, but does not include 
the following classes of consumption of electric 
energy namely:— 

(i) Consumption of electric energy for public 
street lamps or in any market place or other 
place of public resort maintained by a local 
authority; 

(ii) Consumption of electric energy for indicat¬ 
ing lamps, pilot lamps and signal circuits 
using lamps for the purpose; 

(lii) Consumption of energy for any purposes of 
the Provincial Government; 

(iv) Consumption of energy for any industrial 
purpose except energy consumed in his re¬ 
sidence by an employee of an industrial 
concern; 

(v) Any other class of consumption of electric 
energy which may be specified by the Pro¬ 
vincial Government by notification in this 
behalf. 


B. It has since been found that even the amended de¬ 
finition of ‘domestic consumption’ given in section 2 (b) 
of C.P. & Berar Electricity Duty (Amendment) Act of 
1949, is defective. It excludes, contrary to the inten¬ 
tion of Government in that behalf, all consumption for 
lights and fans used in factories or in other industrial 
concerns, To give effect to the intention of Government, 
it is now contemplated to reamend the present defini¬ 
tion of ‘domestic consumption’ by omitting its clause (iv) 
us reproduced above. 


3, The rate of levy of duty is uniform at the rate of 
one anna per unit without any concession or special rate, 
there has been no change during the past years in the 
rate of levy. 

The only exemptions as mentioned in section 2 of the 
Amendment act were prevalent since 11-11-1949 i.e„ the 
date of introduction of “Amendment Act”. 


But lor these exemptions Government would have re¬ 
covered additional revenue to the extent of about Rs. 
1,50,000 per year. 


As regards amendment proposed to be made to the 
Duty Act as it stands at present, financial effect of the 
same will be assessed after the amendment is actually 
effected and revenue is collected according to it. 

4. State Government through Electricity Department 
have empowered Electrical Advispr & Electric Inspector 
to Government to act as “Electric Inspector” to adminis¬ 
ter this Act. The following additional staff was also 
provided to the Electrical Adviser & Elecatric Inspector 
for the purpose. 

i * Assistant Electric Inspector .... i 

2. Upper Division Clerk ..... i 

3. Lower Division Clerks ..... <_> 

4. Peons 2 


Assessment.—Following methods are in force for 
assessment of electricity duty: — 

( 1 ) Electricity duty on domestic consumption is charg¬ 
ed at the rate of one anna per unit of consumption of 
energy recorded by meter. 


(2) When lighting, fan and power consumption is not 
metered separately but recorded on one meter (particu¬ 
larly for Cinemas)— 

Consumption Total consum- Consumption No. of shows rxhibi- 
or lighting ption for both for power ted during a month 
and tan on lor lighting per show to be (to he ascertained 
which duty and fan and ascertained from the in an age- 
is leviable - - power — by actual ment or proprietor 

trial x of the cinema). 


(3) When the tariff does not involve a meter supply 
of energy— 

(a) The units consumed during the month in any 
premises shall be the connected load of the pre¬ 
mises for lighting and fans in kilowatts multi¬ 
plied by the following factors: — 

(i) for premises whose connected load does noi 
exceed 0-5 KW...... 95 

i.ii) for premises whose connected load ex¬ 
ceeds 0 ’ 5 KW but does not exceed 1 ■ 0 KW 
.80. 

(iii) for premises whose connected load exceeds 
1 KW ... 75 


<b) Consumers on contract or fixed rate— 

No. of units on which rlertricily Energy charges realised from 
duty is levied ;i consumer in annas Rate 

of tariff for lighting and fans 
in annas. 

Appeal and Revision .—Since the mode of assessment 
is in conformity with the rules framed under the Act 
the question of appeal and revision does not arise How¬ 
ever, as according to rule 13 of C.P. & Berar Electricity 
Duty Rules. 1949, if any question arises between the dis¬ 
tributor and the Electric Inspector as to the quantity 
of energy which is liable to electricity duty, the State 
Government may, on application ol' the distributor or 
of the Electric Inspector, refer the question to such 
authority as the State Government may appoint and the 
decision, of such authority shall be final. 


Collection.-^-The mode of collection of this tax is indi¬ 
cated in section 3 of the Act read with rule 3 framed 
under the said Act, whereby a distributor through trea¬ 
sury pays to the State Government electricity duty on 
energy sold to the consumers for domestic consumption 
during the preeeeding month, the same being calculated 
in the manner as per above assessment. 
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5. Cost of Administration—Cost 
tabulated below yearwise— 

of administration is 


Rs, 

1 949-50. 

2,050 

1950-51 .... 

10,500 

1951-52 . 

* . . 12,100 

j* 

1952-53 . 

. . * 14,000 


The cost of administration compared with the receipts 
is * 86 %, 1*60%, 1'59%, 1*66% for the years 1940-50, 

1950-51, 1951-52 and 1952-53 respectively. 


Cost of Collection .—The question does not arise since 
the payment of electricity duty solely rests with the dis¬ 
tributor without any remuneration. Consequently the 
efficiency of tax collection is very sound. In case of 
non-payment of duty in time there is provision to re¬ 
cover the same as ah arrears of land revenue. Ac¬ 
counts of the distributor which they maintain under 
rules, are subject to inspection by the administrative 
■staff from time to time. Thus the efficiency of tax ad¬ 
ministration is also very high. 

The tax payer is least inconvenienced with method 
of collection and its administration since the distributor 
recovers this tax along with the energy charges. 


6. Receipts and Trends of 

Receipts.—Total 

receipts 

yearwise is tabulated below— 


Rs, 

1 949-50 .... 

(for si x 

2,38,274 

months) 

1950-5 1 , 

. 

6 » 5 <V >94 

1951-52 .... 

, 

7 * 59 * 4 16 

1952-53 • “ 

. 

8,43, dli 


The trend of receipts is towards increase, mainly due 
to expansion in electrification by the M.P, Grid and 
tendency of public in general towards greater use of 
electricity. 

7. Arrears.—The arrears tabulated below are due to 
either discrepancies in accounts or non-payment of duty 
in time. 


RsJ 


1949-50 .... 

Nil 

1950-51 .... 

6,668 

1951-52 .... 

. . . , 24,160 

1952-53 .... 

45,906 


The trend of increase in arrears is owing to the fact 
that some major distributors do not pay the entire 
amount for the few months due to them at the end of 
the financial year and pay the same in next financial 
year. 

For such belated payment there is a provision to 
charge interest at the rate prescribed under rules which 
is 9% per annum. 

Inspite of the above, if arrears are not paid the amount 
is recoverable as an arrears of land revenue. 

8 . There is rare possibility of evasion or avoidance of 
this tax as distributor is solely responsible for the col¬ 
lection. The question of loss of revenue does not, there¬ 
fore, arise. However, the administrative staff while 
inspecting the books of accounts, pays surprise visits to 
the local installations in order to detect avoidance or 
evasions. 


Section II— Recites to Questions 

Question No. 176. 

The State Government consider that it is a suitable 
tax and may be adopted by other States as well. It 
would be advisable to restrict it on energy consumed 
for domestic purposes only {“consumption for light and 
fans only). We do not consider it advisable to extend 
it on to the sale of electrical energy for industrial use. 

Question No. 177. 

(a) A distinction should be drawn between energy 
consumed on lights and fans and energy consumed for 
{rigedairs, heaters, etc. Presently a tax of one anna per 
unit is levied on consumption ol“ lights and fans. This 


seems to be adequate. Lights and fans have now be¬ 
come a necessary luxury and its consumption will not 
increase by reducing the tax nor will it decrease as re¬ 
sult of present taxation. As such the present tax of 
one anna per unit may be retained. 

Consumption of frigedairs, heaters, etc., however, 
must be viewed differently. This consumption is pri¬ 
marily by costly apparatus of utility and used by very 
few and that too because energy charges for this kind 
of consumption are appreciably low. Should this con¬ 
sumption be taxed like light and fan consumption, use 
of energy for this purpose is bound to drop down with 
the result that the use of electrical energy will not be¬ 
come as wide spread as is intended and consequently 
the tariff will remain high. As such Government do not 
desire to tax this category of consumption. 

(b) Domestic consumption must for obvious reasons 
be exempted in cases where it is consumed either for 
Government or public utility like street lighting etc., 
Government do not consider it advisable to have a lower 
rate of duty for small consumers as a small consumer 
would automatically pay a small amount as duty in pro¬ 
portion to his consumption. 

Question No. 178. 

Government are not in favour of levying duty on 
energy used for industrial purpose. 

Question No. 179. 

Government’s suggestions would remain unaffected 
whether it is supplied by Government undertakings or 
private undertakings. 

Question No. 180, 

•In so far as the tax on electricity is confined to 
domestic consumption of electricity in Madhya Pradesh 
there is not much to be gained in uniformity of the 
rates of the tax as between different States. 

(a) GENERAL PROPERTY TAX. (b) URBAN IMMOVE¬ 
ABLE PROPERTY TAX. 

Section I 

The General Property Tax and Urban Immoveable 
Property Tax is the same as “Tax on Houses and Lands,” 
Under Section 66 ( 1 ) of the Central Provinces and Berar 
Municipalities Act house tax is payable by owners of 
buildings or lands situate within the limits of munici¬ 
pality with reference to the gross annual letting value 
of the building or land. No amendments have been 
made to the above Section so far. No rates of house tax 
have been fixed as they vary from local body to local 
body according to their finances and circumstances. 
Under Section 69 ibid a Committee by a resolution may 
exempt in whole or inpart from the payment of any 
tax any person or class of persons or any property. In 
case a Committee is indebted to Government the Com¬ 
mittee has to obtain previous sanction of Government, 
Government buildings and public buildings such as 
temples etc. are exempt from the house tax. As this 
tax is levied and collected by local bodies Government 
have no information about the changes in rates of levy 
and exemptions etc. This tax has no effect on Govern¬ 
ment revenue. Under Section 71 ibid Government 
makes rules for regulating the assessment of the tax 
and for preventing evasion of assessment Under Sec¬ 
tion 83(1) ibid an appeal against the assessment or 
levy of, or refusal to refund the tax lies to Deputy Com¬ 
missioner and within 30 days from the date of the deci¬ 
sion the appeal lies to State Government for revision. 
Under Section 76 ibid Government makes rules for re¬ 
gulating the collection of taxes and for prevention of 
evasion of payment. Government have no information 
about the cost of administration, collection, receipts, & 
arrears etc. The arrears of house tax is recoverable 
under Section 79 ibid as an arrear of land revenue due 
on the property. 

Section II— Replies to Questions 
Question No. 200. 

Yes; a uniform valuation would be good. The annual 
or rental value should be retained as the basis, being 
both simpler and more familiar than capital value basis. 

Question No. 201. 

Yes. annual value. The recommendation of Local 
Finance Enquiry Committee appears to be sound. 

Question No, 202. 

Urban property tax should be left only to local bodies. 
Question No. 203. 

Yes, below 120 rupees a year. 

No distinction should be made in favour of owner- 
occupiers. 
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Property used for religious, educational philanthropic 
and cultural purposes should be exempt, provided they 
are not used for monetary income ie. let out to tennants 
etc. on rent. 

New buildings should not be exempt for any period. 

Question No. 264. 

No. Property tax should be at a flat rate as generally 
now. 

Question No. 205. 

Municipalities and Corporations should be empowered 
to levy property tax on lands and buildings. 

Question No. 206. 

For valuation of property each State should create 

Central Agency indenpendence of local bodies. 

Section III—Other Remarks 

The State Government have no other information, 
comments or suggestion not covered by section I and II. 

SERVICE TAX 
Section I 

Service tax includes latrine or conservancy tax, water 
rate, lighting rate and drainage tax. Latrine or conser¬ 
vancy tax is payable by the occupiers or owners upon 
private latrine, privies of cess-pools. or upon premises 
or compounds cleansed by Municipal Agency. Water 
rate is levied where water is supplied by the Committee. 
Lighting rate is levied where the lighting of public 
streets, places and buildings is undertaken by the com¬ 
mittee. Drainage tax is levied where a system of drain¬ 
age has been introduced. These taxes are leviable 
under Section 66(1) of the Municipalities Act. No 
amendment has so far been made to the above section. 
No rates of taxes have been fixed. They vary from the 
local body to local body according to their finances and 
circumstances. Generally, re-rates fixed by the Munici¬ 
pal Corporation, Nagpur are adopted by the other Muni¬ 
cipalities. Under Section 69 ibid a local body can 
exempt from the payment of any tax, any person or 
class of persons or any property. Provided Govern¬ 
ment previous sanction is necessary if the local body 
is indebted to Government. As these taxes are levied 
by local bodies Government have no information about 
the changes during the last few years in the rates of 
levy and exemptions and reasons thereof. These taxes 
have no effect on revenue. Under Section 71 ibid Gov¬ 
ernment make rules for regulating the assessment of the 
tax and for preventing evasion of assessment. Under 
Section 83(1) ibid an appeal against the assessment of 
or leavy or refusal to refund the tax lies to Deputy Com¬ 
missioner and within 30 days from the date of le de¬ 
cision the appeal lies to State Government for revision. 
Under Section 76 ibid Government make rules for re¬ 
gulating the collection of taxes and for prevention of 
evasion of payment. Government have no information 
about the cost of administration, collection, receipts and 
arrears etc. Under Section 77 ibid any arrear of any 
tax together with any sum on account of court fees with 
interest at the rate of 12J per centum per annum is re¬ 
covered through a magistrate having jurisdiction within 
the limits of the municipality by distress and sale of 
any moveable property belonging to such persons. If 
any sum is due on account of latrine or conservancy 
tax or water rate the President of the Committee may 
after due notice to the occupier of the building in res¬ 
pect of which it is due, forthwith cut off the water-sup¬ 
ply of such building under Section 77-A ibid. 

Section II— Replies to Questions 
Question No. 207. 

The recommendations nos. 31 to 33 at page 490 of the 
report of the Local Finance Enquiry Committee may be 
accepted in these matters. 

Section III— Other Remarks 

The State Government have no other information, 
comments or suggestion not covered by sections I and II. 

LOCAL FUN CESSES 

As far as Municipalities and Corporations are con¬ 
cerned no cesses are levied by these local bodies and 
the information is therefore blank. 

(A) OCTROI, (B) TERMINAL TAXES 
Section I 

Octroi tax is leviable under Section 66(1) (e) of the 
Central Provinces and Berar Municipalities Act, 1922 on 
animals or goods brought within the limits of the Muni¬ 
cipality for sale, consumption or use within those 

49 -I T. E.'Com. (N. D.)/55. 


limits. Terminal tax is leviable under Section 66(l)(o) 
ibid on goods or animals imported into or exported from 
the limits of a municipality. Provided that a terminal 
tax and an octroi tax shall not be in force in any muni¬ 
cipality at the same time. No amendment has been 
made so far to this Section. As regards octroi tax no 
rates have been fixed as these rates vary from munici¬ 
pality U) municipality accordingly to their finances and 
circumstances. Generally the rates fixed by the Nagpur 
Corporation are adopted by other Municipal Committees. 
As regards the terminal tax a list of the rates of taxes 
and articles on which the terminal tax is imposed is 
given at pages 108 to 121 of the Central Provinces and 
Berar Municipal Manual. Under Section 69 ibid a Com¬ 
mittee may exempt from the payment of any tax any 
person or class of persons or any property or descrip¬ 
tion of property provided the previous sanction of the 
State Government is obtained by the committee if the 
committee is indebted to Government and also in the 
case of terminal tax. As these taxes are levied by local 
bodies Government have no information about the 
changes in the rates of levy and exemptions etc. These 
taxes have no effect on Government revenue. Under 
Section 71 ibid Government make rules for regulating 
the assessment of the tax and for preventing evasion of 
assessment. Under Section 83(1) ibid an appeal against 
the assessment or levy of or refusal to refund the tax 
lies to the Deputy Commissioner and within 30 days from 
the date of the decision the appeal lies to State Govern¬ 
ment for revision. Under Section 76 ibid Government 
make rule for regulating the collection of taxes and for 
prevention of evasion of payment. Under Section 80 ibid 
if any tax is not paid on demand the person appointed to 
collect it may seize and detain such portion of goods on 
which the octroi or terminal tax is chargeable, as will 
in his opinion suffice to defray the amount leviable* All 
the property seized is sent within 24 hours to the Presi¬ 
dent or to such officer authorised in this behalf. The 
President shall give notice to the proprietor of the pro¬ 
perty or the person in change of the property or if such 
person cannot be found, publish by beat of drum that 
after the expiry of 2 days from the date of service or 
publication of such notice, the property will be sold by 
auction. When the property is subject to speedy and na¬ 
tural decay, the President proceeds to sell it forthwith. 
If at any time before the sale has begun the amount due, 
together with all charges incurred in connection with the 
seizure, detention and publication by beat of drum, is 
tendered to the President the property sized is forthwith 
released. Government have no information about the cost 
of administration, collection, receipts and arrears etc. Ac¬ 
cording to the above procedure full recovery of the 
tax is made and no arrears are left behind. 


Section II—Replies to Questions 
Question No. 209. 

The relative merits of terminal tax and octroi are well 
known. Octroi on account of its higher rates produces 
more income for local bodies but is vexatious to the 
payers, offers large opportunities for corruption and 
involves the complications of refund. The terminal tax 
is -not so income-yielding but is better than octroi in 
other respects. 

Terminal tax is to be preferred on the whole to 
octroi. 

To a large extent the two taxes are mutually exclu¬ 
sive, but octroi on one or two articles is sometimes 
levied along with terminal tax e.p. octroi on animals 
meant for slaughter. 


Question No. 210. 

Und4r the peculiar conditions of India, it is not pos¬ 
sible to do away with octroi and terminal tax both. 
Terminal tax, however, is preferable to octroi. 

A surcharge on sales tax (retail) has been suggested 
as a substitute for octroi or terminal tax, but the sug¬ 
gestion has its own difficulties e.p. loss of the educative 
value of a local tax, complication in accounts of State 
Government etc. 

Question No. 211. 

If Octroi is retained, the list of dutiable goods should 
be shortened and simplified and system of refunds 
should be eliminated. Goods through trade be allowed 
to pass under a transit pass system. Otherwise termi¬ 
nal tax should replace octroi tax. 

Question No. 212. 

No warehouses have been maintained by Municipa¬ 
lities or Corporations in this State. 

Question No. 213. 

It is and should be by both as at present. Such do* 
lays as occur are inherent in the system. 
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Question No. 214. 

Yes it would, because in that case the road transport 
authorities could collect the terminal tax on goods 
brought by road just as the railways do for goods 
brought by rail; for a Commission collection outposts 
would, however, still be necessary to tax goods brought 
in other kinds of vehicles e.g., bullocks carts etc. 

Question No. 215. 

It does not seem proper to collect octroi or terminal 
tax for local bodies in the shape of surcharges on the 
above mentioned 1 , taxes. Doing so would militate against, 
variation in rates appropriate to particular local areas 
and local freedom in taxation and budget making. 

Section III— Other Remarks 

The State Government have no other information,, 
Comments or suggestion not covered by section I and II,. 

TAXES ON GOODS AND PASSENGERS CARRIED BY 
ROAD OR ON INLAND WATERWAYS. 

Section I 

Octroi and terminal taxes oir goods carried by road are* 
levied by Municipal Committees and Corporations under 
Section 66(1) (c) and 66(1) (o) ol the Central Provinces 
and Berar Municipalities Act. The information in the' 
memorandum on item 17 of Annesmre IV-A covers the* 
information on the “Taxes on goods caried by road”. 
There is no provision in the Act for the taxes on pas¬ 
sengers carried by road or on inland water-ways and 
therefore the information on this point is blank. 

Section II 

Question No, 216. 

Yes, Tax on goods brought by roads or on passengers; 
are within State competence; but so long as octroi and 
terminal tax are there, goods brought by roads are 
already subject to these taxes. If a local body so wishes,, 
it could impose a terminal tax on goods and passengers, 
brought by road-without‘infringing the constitution, and 
octroi on goods brought by rail. The system would,, 
however, be complicated. 

Section III— Other Remarks 

The State Government have no other information,, 
comments or suggestions not covered by Sections I and! 
II. 

PILGRIM TAX 

Section I 

Under Section 66(1)(p) of the Central Provinces and 
Berar Municipalities Act a tax on persons travelling by 
railway to or from a Municipality to which pilgrims; 
resort, or pilgrims visiting a shrine within the limits of 
a municipality is imposed by Municipalites. No amend¬ 
ment has been made to the above Section so far. * No 
rates or taxes have been fixed. Under Section 69 ibid 
a Committee may exempt from the payment of any tax 
any person or class of persons or any property or des¬ 
cription of property with the previous permission of the 
State Government. As this tax is levied by local bodies; 
Government have no information about the changes in 
the rates of levy and exemptions etc. These taxes have 
no effect on Government revenue. Under Section 71 ibid 
Government makes rules for regulating the assessment: 
of the tax and for preventing evasion of assessment.. 
Under Section 83(1) ibid an appeal against the assess¬ 
ment or levy of, or refusal to refund the tax lies to De¬ 
puty Commissioner and within 30 days from the date 
of the decision the appeal lies to State Government for 
revision. Under Section 76 ibid Government makes rules 
for regulating the collection of taxes and for preven¬ 
tion of evasion of payment. Government have no in¬ 
formation about the cost of administration, collection, 
receipts and arrears etc. Under Section 77 ibid the ar¬ 
rears of taxes together with any sum of account of 
Court fees with interest at the rate of 124 per centum per 
annum is recovered through a magistrate having juris¬ 
diction within the limits of the municipality by distress 
and sale of any moveable property belonging to such 
person. 

Section II 

Question No, 217. 

Pilgrim tax should be extended to places which 
attract an appreciable numbers of pilgrims. 

Section III— Other Remarks 

The State Government have no other information, 
comments or suggestion not covered by Sections I and 


TAX ON FLOATING POPULATION IN THE BIGGER 
CITIES. 

Section I 

There is no provision in the Central Provinces and 
Berar Municipalities Act for tax on floating population. 
.The information is therefore blank on the above tax. 

Section II 

Question No. 217, 

A tax on floating population would be troublesome to 
the collecting authority as well as payers and should, 
not be imposed. 

Section III— Other Remarks 

The State Government have no other information, 
comments or suggestion not covered by Sections I and 


POLL TAX 

Section I 

There is no provision in the Central Provinces and 
Berar Municipalities Act for the Poll Tax. The infor¬ 
mation on this point is therefore blank. 

Section II 

Question No, 218. 

It is a thoroughly bad tax and should be avoided. 

Section III— Other Remarks 
The State Government have no other information, 
comments or suggestion not covered by sections I and 


TAXES ON VEHICLES, ANIMALS AND BOATS 

Section I 

Under Section 66(l)(c) of Central Provinces and 
Berar Municipalities Act, 1922 a tax is payable by the 
owner on all or any vehicles or animals used for riding, 
draught or burden where such vehicles, animals are 
kept within the limits of the Municipality. Provided 
that taxes shall not be payable on any vehicle or animal 
on which a toll tax under Section 66(l)(d) has been 
imposed. No amendement has been made to the above 
Sections so far. No rates of levy have been fixed as 
they vary from local body to local body according to 
their financial position and circumstances. Generally the 
rates fixed by Nagpur Corporation are adopted by other 
Municipalities. Under Section 69 ibid a Committee may 
exempt from the payment of this tax any person of 
■class of persons. Provided previous sanction of Govern¬ 
ment is necessary if the Committee is indebted to,Gov¬ 
ernment. As the tax is leviable by local bodies Govern¬ 
ment have no information about the changes in the 
rates of levy and exemptions etc. These taxes have no 
effect on Government revenue. Under Section 71 ibid 
Government make rules for regulating the assessment 
of the tax and for preventing evasion of assessment. 
Under Section 83(1) ibid an appeal against the assess¬ 
ment or levy of, or refusal to, refund the tax lies to 
Deputy Commissioner and within 30 days from the date 
of the decision the appeal lies to State Government for 
revision. Under Section 76 ibid Government make rules 
for regulating the collection of taxes and for prevention 
of evasion of payment. Government have no informa¬ 
tion about the cost of administration, collection, receipts 
and arrears etc. Under Section 77 of the Municipali¬ 
ties Act the arrears of taxes together with any sum on 
account of Court fees with interest at the rate of 124 
per centum per annum is recovered through a magis¬ 
trate having jurisdiction within the limits of the muni¬ 
cipality by distress and sale of any moveable property 
belonging to such person. 

Section II 

Question No. 219. 

No. 

Section III— Other Remarks 

The State Government have no other information, 
comments or suggestion not covered by sections I and 
II. 

TOLLb 

Section I 

Under Section 66(1) (d) of Municipalities Act a* toll 
tax is leviable' on vehicles and animals used for riding, 
draught or burden and entering the limits of the Muni¬ 
cipality and on beats moored within those limits. Pro¬ 
vided that toll tax shall not be payable on any vehicle 
or animal on which a tax under Section 66(l)(e) has 
been imposed. No amendment has been made to the 
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above section. No rates of levy have been fixed as- they 
vary from local body to local body according to their 
financial position and circumstances. Generally the rates 
fixed by Nagpur Corporation are adopted by other muni¬ 
cipalities Under Section 69 ibid a Committee may 
exempt from the payment of this tax any person of class 
of persons or any property or description of property, 
provided previous sanction of Government is necessary 
if the Committee is indebted to Government. As the tax 
is leviable by local bodies Government have no informa¬ 
tion about the changes in the rates of levy and exemp¬ 
tions etc. This tax has no effect on Government re¬ 
venue, Under Section 71 ibid Government make rules 
for regulating the assessment of the tax and for pre¬ 
venting evasion of assessment. Under Section 83(1) ibid 
an appeal against the assessment or levy of or'refusal 
to refund the tax lies to the Deputy Commissioner and 
within 30 days from the date of the decision the appeal 
lies to State Government for revision. Under Section 76 
ibid Government make rules for regulating the collec¬ 
tion of taxes and for prevention of evasion of payment. 
Under section 80(1) if any toll is not paid on demand the 
person appointed to collect it may seize and detain any 
animal or vehicle on which the toll is chargeable and 
send within 24 hours to the President or to such officer 
authorised in this behalf and the President or such offi¬ 
cer shall forthwith give notice to'~the proprietor of the 
property seized or to the person in charge of the pro¬ 
perty at the time the property was seized and if such 
person is not found publish by beat of drum that after 
the expiry of 2 days from the date of the service or 
publication of such notice the property will be sold by 
auction. If at any time before the sale has begun the 
amount due, together with all charges incurred in con¬ 
nection with the seizure, detention and publication by 
beat of drum, is tendered to the President, the property 
seized is forthwith released. Government have no infor¬ 
mation about the cost of administration, collection, re¬ 
ceipts and arrears etc. According to the above proce¬ 
dure full recovery of toll tax is made and no arrear is 
left behind. 

Section II 

Question No, 219. 

NO. 

Section III— Other Remarks 

The State Government have no other information, 
comments or suggetiqn not covered by sections I and II. 

PROFESSION TAX. 

Section I 

Under Section 66(l)(b) a tax is levied on person ex¬ 
ercising any profession within the limits of the munici¬ 
pality. No amendment has been made to the above 
Section so far. No rates of levy have been fixed as they 
vary from local body to local body according to their 
financial position and circumstances. Generally the rates 
fixed by Nagpur Corporation are adopted by other muni- 
palities. Under Section 69 ibid a Committee may exempt 
from the payment of this tax any person or class of per¬ 
sons or any property or description of property. Pro¬ 
vided previous sanction of Government is necessary if 
the Committee is indebted to Government. As the tax 
leviable by local bodies Government have no informa¬ 
tion about the changes in the rules of levy and exemp¬ 
tions etc. This tax has no effect on the Government Re¬ 
venue. Under Section 71 ibid Government make rules 
for regulating the assessment of the tax and for pre¬ 
venting evasion, of assessment. Under Section 83(1) ibid 
an appeal against the assessment or levy, of, or refusal 
to refund the tax lies to Deputy Commissioner and with¬ 
in 30 days from the date of the decision the appeal lies 
to State Government for revision. Under Section 76 
ibid Government make rules for regulating the collec¬ 
tion of taxes and for prevention of evasion of payment. 
Government have no information about the cost of ad¬ 
ministration, collection, receipts and arrears etc. Under 
Section 77 ibid the arrears of taxes together with any 
sum on account of court fees with interest at the rate 
of 124 per centum per annum is recoverable through a 
Magistrate having jurisdiction within the limits of the 
municipality by distress and sale of any moveable pro¬ 
perty belonging to such person. 

Section II 

Question No. 220. 

Yes, see answer to question No. 186. 

Profession tax may be levied by all categories of local 
bodies subject to varying maxima limits to which the 
tax would be subject, would effect a proper correlation 
between it and the income tax. 

Section III— Other Remarks 

The State Government have no other information, 
comments or suggestion not covered by sections I and 


THEATRE TAX 

Section I 

There is no provision in the Central Provinces and 
Berar Municipalities Act, 1922 for the imposition of 
Theatre Tax. The information is therefore blank on 
this point. 

Section II 

Question No. 221. 

A theatre tax does deserve consideration It would 
supplement the entertainment tax and would be pay¬ 
able by theatre owners. It should be a local tax and not 
State. 

Section III— Other Remarks 

The State Government have no other information, 
comments or suggestion not covered by Sections I and 

TOWN IMPROVEMENT AND OTHER “BETTER MENT” 
TAXES. 

Section I 

Under Section 69 of the Nagpur Improvement Trust 
Act, 1936 when by the making of any Improvement 
scheme, any land in the area comprised in the scheme 
which is not required for the execution thereof will, in 
the opinion of the Trust, be increased in value, the 
Trust, in framing the scheme, may in lieu of providing 
for the acquisition of such land, declare that a better¬ 
ment contribution shall be payable by the owner of 
the land or any person having an interest therein in 
respect of the increase in value of the land resulting 
from the execution of the scheme. No amendment has 
so far been made to the above section. Under Sec¬ 
tion 69(2) ibid such betterment contribution shall 
be an amount equal to one half of the amount by 
which the value of the land on the date of resolution 
of the Trust exceeds the value of the land on or im¬ 
mediately before the date on which the scheme was 
first published in the official Gazette. Under Section 
69(3) ibid no betterment contribution shall be payable 
by Government in respect of any land which is the pro¬ 
perty of the Government or is managed by the Central 
Government or the State Government or by a local 
authority or any public institution in respect of any land 
belonging to such authority or institution if, and so^long 
as, such land is used for a public, charitable or religi¬ 
ous purpose. Government have no information about 
the changes during the last few years in the rates of 
levy and exemptions and reasons therefor. This tax in¬ 
creases Government revenue. Under Section 70(1) ibid 
when it appears to the Trust that an improvement 
scheme is sufficiently advanced to enable the amount of 
the betterment contribution to be determined the Trust 
shall by a resolution passed in this behalf, declare that 
for the purpose of determining such contribution the 
execution of the scheme shall be deemed to have been 
completed and shall therefore give notice in writing 
to every person on which a notice in respect of the land 
to be assessed has been served that the Trust proposed 
to assess the amount of the betterment contribution pay¬ 
able in respect of such land. The State Government 
shall cause to be published in the prescribed manner 
the resolution together, with a notice calling upon own¬ 
ers of lands liable to pay the contribution to submit ob¬ 
jection, if any, within such period and to such autho¬ 
rity as may be specified in the notice. The authority 
specified in the notice shall after giving the objectors 
an opportunity to be heard shall forward a report to 
the State Government. If the State Government on re¬ 
ceipt of such report gives its approval to the resolu¬ 
tion, the Trust shall take action as on a resolution pass¬ 
ed under sub-section (1). Under Section 73 ibid all 
money payable in respect of any land by any person 
in respect of a betterment contribution shall be recover¬ 
able by the Trust together with interest, up to the date 
of realization, at the agreed rate from the said person 
or his successor in interest in such land in the manner 
provided by Chapter XIX of the Central Provinces and 
Berar Municipalities Act and if not so recovered, the 
Chairman may, after giving public notice of his inten¬ 
tion to do so and not less than one month after the 
publication of such notice, sell 4 the interest of the said 
person or successor in such land by public auction and 
may deduct the said money and the expenses of the 
sale from the proceeds of the sale, and shall pay the 
balance, if any, to the defaulter. 

Section II 

Question No, 222. 

Yes, urban local bodies should be allowed to levy it. 
but not rural because betterments to agricultural land 
are already taken into consideration when settlements 
are revised. 

Section III— Other Remarks 

The State Government ha^e no other, information, 
comments or suggestion not covered by Sections I and 
II, 



MEMORANDUM V 


REGISTRATION FEES. 

Section I— Factual Background 

The Indian Registration Act, 1908, is not a fiscal enact¬ 
ment. It is an Adjective Law or Procedural Law. In 
theory the fee prescribed under the Act is not a tax but a 
fee for the services rendered to the parties by the 
department. 

2. Under section 78 of the Indian Registration Act, 
1908, the table of fees is prepared by the the State 
Government. The table of fees prescribed in 1888 was 
in force till the end of 1916. The scale was revised in 
1917 and it continued till its revision in 1938. In the 
year 1938, the scale of fees was revised to raise the 
revenue of the Department. The scale was again re¬ 
vised in 1944, vide Registration Department’s Notifi¬ 
cation No. 241-54-IX, dated the 28th March 1944, to 
check inflation. The scale of fees fixed in 1944 in the 
Madhya Pradesh, was the highest in India when com¬ 
pared with the scales then prevelent in other Provinces. 

3. The following statement of income and expendi¬ 
ture will, however, show that the income of the depart¬ 
ment is increasing year after year and consequently 
the net income: — 



Year 


Income 

Expendi¬ 

ture 

Net 

income 


1 


2 

3 

4 

1944 • 

* 

. 

* 10,19,949 

b 92 , 99 i 

8,26,958 

1945 * 


< 

• 11,18,695 

2,05,795 

9,12,980 

1946 . 



• 13.43.569 

2,26,175 

>>,> 3,394 

1947 • 



• 1 5 . 2 °. 3 11 

2,62,237 

>2,58,074 

1948 . 



• >6,92,963 

2 , 43,335 

14,49,628 

1949 • 



• 17.70,694 

3^4,892 

14,65,802 

1950 . 



• 23,70,469 

3,86,002 

19,84,467 

I 95 I • 



• 25,53,537 

4 >° 4> I 79 

21,49,358 

1953 • 



• 23,67,549 

4 , 09,134 

19,58,415 


4. All fees for registration of documents under the 
Act are payable on presentation of such documents. 
If, they are paid, the documents are registered, other¬ 
wise, registration is refused. If any Sub-Registrar 
through ignorance or inadvertance. recovers less fee 
than prescribed under section 78 of the Act, the deficit 
fee cannot be recovered from the registrant legally for 
it is not a tax and consequently there is no provision 
in the Law to recover it as an arrears of land-revenue. 

Section II 

Question No. 184. 

Scrutiny of the scales now prevailing in this State 
reveals that there is still scope for enhancement of 
fees under Articles I, IV, VI, VIII, X, XII, XV, XVII, 
XX and XXI of the Table of Fees. 

A proposal to enhance the fees, which will fetch an 
additional revenue of Rs. 2,90,000 per annum is under 
consideration. 

Profession Tax 

Section I.—Factual Background 

The'Central Provinces and Berar Finance Act, 1938 
(XIII of 1938) provides for the levy of tax on every 
person, who carried on trade, either by himself or by 
an agent, or who follows a profession or calling, or 
who is in employment in the Madhya Pradesh State 
if his income has been charged to income tax in that 
financial year or was charged to income-tax in the pre¬ 
ceding financial year. It is payable in addition to his 
liability to pay in respect of his trade, profession, 
calling or employment under any other enactment for 
the time being in force. The rate of tax is given 
below: — 

(1) Where the total income exceeds ten thousand 

rupees ..Rs. 50. 

(2) Where it does not exceed rupees ten thousand 

.Rs. 28. 


2 . The tax is recoverable as arrear of land revenue. 

3. Deduction of tax from payments to be made to 
persons serving under the State Government is permis¬ 
sible under the Act. In the case of persons in the 
employment of a. local authority, the tax which any 
such person is liable to pay is to be deducted in the 
manner prescribed by the local authority under which 
he is serving from any amount payable to such person 
on behalf of the local authority. 

4. Amendments, if any. made during. the past few 
years.—-The schedule under* section 3 prescribing the 
rate of tax has been amended by the Amendment Act 
1949 (XI of 1949). The tax is now Rs. 50 and Rs. 28 
according to the income group to which the assessee 
belongs. Formerly a fiat rate of tax was in vogue, 
which was found to be inequitable and hence amended. 

5. Administrative set up. —The Excise Commissioner 
subject to the control of the State Government, superin¬ 
tends the administration and the collection of the tax 
in the State. The Deputy Commissioner is subject to 
the control and direction of the Excise Commissioner, * 
charged with the duty of administration of the Act in 
his district. 

6 . Assessment and collection. —At the commencement 
of each financial year or at any time during the 
currency of the financial year, the taxing officer deter¬ 
mines the persons who are liable to pay the tax. Every 
assessee is informed by a notice of his liability to pay 
the tax. Payment of tax hi quarterly instalment is 
permissible. Thirty days time limit from the date of 
service of the notice has been prescribed for the pay¬ 
ment of the tax. 

7. Appeals and Revisions. —Petition of appeal may 
be presented to the appellate authority or to such 
other officer as may be appointed in this behalf, within 
the period of limitation. An application for revision is 
to be presented within the period of limitation as 
prescribed for appeal. 

8 . Cost of administration and collection .—Rs. 15,000 is 
approximately the cost to Government on account of 
ministerial establishment. 

9. Receipts. —Receipts from the tax during the last 3 
years are given below: — 


1948-49 . 




. 


Rs. 

3,51,881 

1 949-5° - 

• 

• 

* 

• 


4,08,645 

1950-51 • 

- 


• 



3,83,203 

1951-52 


• 

* 

* 


3,81,110 

1952-53 * 

* 


• 

* 


. 4,26,925 


The slight variations in collections are due to reco¬ 
veries made in respect of arrears of the old assessees. 

10 . Arrears. —Occasional delay in the process of assess¬ 
ment due to late receipt of the list of income-tax payees 
from the Income-tax Department results in accumula¬ 
tion of arrears with the result that occasionally the ar¬ 
rears are to be written off the accounts in cases where 
the assessees are either not traceable or dead or ban¬ 
krupt. 

11 . Evasion or avoidance. —Any slackness on the part 
of the taxing officer to effect recoveries from the 
assessees results in avoidance of payment of the tax by 
the assessees. 

Section II— Replies to Questions bearing on the tax 

Nil. 

Section III— Other Remarks 
Nil. 


CENTRAL PROVINCES AND BERAR TOBACCO ACT. 

Section I—Factual Background 

This Act was originally brought into force from the 
1 st October, 1939 to regulate the sale of Tobacco in 
the State, provisionally for a period of 4 years. After 
expiry of this period, it was being renewed from year 
to year till 31st April 1953 when it was made perman¬ 
ent Wholesale trade was exempt under section 20-A 
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This section has now been deleted and the wholesale 
trade has also come within the ambit of the Act from 
1st May 1953. This Act levies a licence fee on retail 
and wholesale sale of tobacco and its preparations. The 
Act extends to all the villages in the State having a 
population above 2 , 000 . Hawkers and growers are ex¬ 
empt from the operation of this Act. 

2 . Amendments if any , during the past few years .— 
In accordance with the agreement with the Govern¬ 
ment of India the wholesale dealers of this State were 
exempted from the operation of this Act and the rules 
made thereunder from 1st April 1943 to 30th April 1953. 
On this account the State Government were receiving 
Rs. 1,50,000 every year as compensation from the Cen¬ 
tral Government. This exemption was granted to avoid 
double taxation as the Central Government has levied a 
tax on the manufacturers and the wholesale dealers in 
Tobacco. Consequent on refusal of grant of compen¬ 
sation Dy the Central Government, this Government 
have again revived the position for recovery of licence 
fee from the wholesale dealers with effect from the 1 st 
May 1953. 

3. Rate of Tax, —The rates of licence fees on Tobacco 
on wholesale and retail are given in the schedule ap¬ 
pended herewith. There was no change in the rate of 
licence fee during all these years. 

4. Appeals and revisions .—There is a specific provi¬ 
sion for appeals and revision under this Act as shown 
below: — 

( 1 ) Any person aggrieved by any order under this 
Act may appeal: — 

(a) to the Excise Commissioner if such order is 
passed by Deputy Commissioner; 

(b) to the Deputy Commissioner if such order 
is passed by his subordinate. 

(2) Every order passed in appeal, subject to the 
powers of revision, be final. 

5 . Cost of Administration. — The Excise Commissioner, 
subject to the control of the State Government, superin¬ 
tends 'the administration of the Act and the collection of 
the licence fee. The Excise staff in the State supervises 
this work in addition to their other duties. No extra 
staff has thus been employed specifically for this pur¬ 
pose. 

6 . Cost of Collection. —The cost of collection under 
this Act is negligible. 

7* The receipts from Tobacco during the last five years 
are given below. 

* Receipt 

Year (Rupees in 


lakhs) 

1948 1-92 

1949 ... 

195°. 2*27 

195 1 .2-27 

..2*37 


♦These figures are exclusive of compensation receiv¬ 
ed from the Government of India for agreeing to exempt 
wholesale dealers from the operation of this Act. 


There was upward trend during all these years due to 
influx of displaced persons taking to this trade. 

8 . Arrears .—There are no arrears. 

9. Evasion and Avoidance .—Evasion in the shape of 
non-registration, if any, is negligible, 

THE C. P. & BERAR TOBACCO ACT 1939 
The Schedule 
(Section 4) 

Fees for the grant or renewal of a licence to a whole¬ 
sale dealer. 

(a) A wholesale dealer who is no> a manufacturer 
and whose annual turnover— 

(i) does not exceed Rs. 1,500. Fees Rs. 10; 

(ii) exceeds Rs. 1,500 but does not exceeds Rs. 
17,500 Fees Rs. 25, 

(iii) exceeds Rs. 5,000 but does not exceed Rs. i0 t 0Q0 
Fees Rs. 50; 


(iv) exceeds Rs. 10,000 but does not exceed Rs. 
17,500 Fees Rs. 75 ; 

(v) exceeds Rs. 17,500 but does not exceed Rs. 
25,000 Fees Rs. 100; 

(iv) exceeds Rs. 25,000 Fees Rs. 125. 

Provided tlnat the fees shall not be less than those 
payable if the dealer had been a retail dealer. 

Explanation. —In the case of a wholesale dealer who 
is not a manufacturer and who deals wholesale in 
tobacco at more than one shop or stall at any one time, 
the fees payable by him shall be the fees according to 
the amount of turnover relating to each shop or stall. 

. (b) A wholesale dealer who is a manufacturer of 
bidis, cigars or cigarettes and whose daily output— 

(i) does not exceed 5,000—Fees Rs. 10 ; 

(ii) exceeds 5,000 but does not exceed 20 , 000 —Fees 
Rs. 25 ; 

(iii) exceeds 20,000 but does not exceed 40,000—Fees 
Rs. 50 ; 

(iv) exceeds 40.000 but does not exceed 70,000—Fees 
Rs. 75 ; 

"(v) exceeds 70,000 but does not exceed 100,000— 
Fees Rs. 100 ; 

(vi) exceeds 100,000—Fees Rs, 125. 

# (c) A wholesale dealer who is a manufacturer of bidis, 
cigars or cigarettes and other tobacco shall pay fees in 
accordance with clause (b) in respect of bidis, cigars or 
cigarettes and in accordance with clause (a) in respect 
of other tobacco: , 


Provided that the maximum fees payable by him shall 
not exceed Rs. 125. / 


(d) A wholesale dealer who is a manufacturer and 
who deals wholesale in bidis, cigars or cigarettes and 
other tobacco manufactured not only by him but by 
others also shall pay fees not exceeding Rs. 125 to be 
fixed by the Deputy Commissioner under clause (a), (b) 
and (c) conjunctively or disjunctively; 

(e) The fees in clause (b), (c) and (d) shall be for 
each shop or stall where the wholesale dealer deals in 
bidis, cigars, cigarettes or other tobacco: 

Provided that the* wholesale dealer shall pay an addi¬ 
tional fee of Rs. 10 for each place of manufacture other 
than the shop or stall where he deals in bidis, cigars, 
cigarettes or other tobacco or a place where manufac¬ 
ture is carried on without the assistance of hired labour 
either on daily or piece rates. 

Fees for the grant or renewal of a licence to a retail- 
dealer, 

A retail dealer in— 

( 1 ) a village with a recorded population of more 
than 2,000 and not more than 5,000—Fees Rs. 5; 

( 2 ) a village or town with a recorded population of 
over 5,000— 

(a) in respect of a stall—Fees Rs. 5; 

(b) in respect of a shop the annual rental value 
of which— 

(i) does, not exceed Rs. 25—Fees Rs. 5; 

(ii) exceeds Rs. 25 but does not exceed 
Rs. 50—Fees Rs. 10 ; 

{iii) exceeds Rs. 50 but does not exceed 
Rs. 150—Fees Rs, 15; 

(iv) exceeds Rs. 150 but does not exceed 
Rs. 500—Fees Rs. 20. 

(c) in respect of a shop the annual rental 
of which exceeds Rs. 500; 

(i) in which a retail dealer deals in tobacco 
other than superior tobacco—Fees Rs* 
25; 

(ii) in which a retail dealer deals in superior 
tobacco—Fees Rs. 50 ; 

( 3 ) a compartment of a railway train—Fees Rs* 10* 
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TAX ON SALES OP MOTOR SPIRIT AND 
LUBRICANTS 

Section III, 

It is generally argued why a separate enactment is 
necessary for imposing a sales tax on motor spirit and 
lubricants and why this tax cannot be merged in the 
general sales tax. The Motor Spirit and Lubricants 
Taxation Act was passed in 1038 and the Sales Tax Act 
in 1947. It has therefore, continued as a separate enact¬ 
ment. Apart from this, the Motor Spirit and Lubricants 
Taxation Act is a simple enactment covering a special 
category of dealers and is easy of administration and 
the tax is easy to assess and collect. If .this tax is brought 
under the Sales Tax Act, delay in assessment will occur 
as the assessment proceedings under the Sales Tax Act 
are long and tedious. 

REPLIES TO QUESTIONS NOT ALREADY ANSWERED 
Question No. 185. 

The system of local taxation in India is generally 
satisfactory. No fundamental changes are required, but 
some adjustments as to details are necessary in the 
constitutional and legal framework. These are mention¬ 
ed in earlier answers. 

Question No. 186 

Some inadequacies of the frame work of the local tax 
system are undoubtedly traceable to the constitution. 
Particular reference is invited to Art. 146 of the Consti¬ 
tution, item No. 89 of the Federal list of the Seventh 
Schedule to the Constitution and Articles 276 and 277 of 
the Constitution. Their effect is to prevent the levying 
the terminal taxes by the local bodies to limit the de¬ 
mand in respect of trades and profession tax to a maxi¬ 
mum of Rs. 250, and to place restrictions on the circum¬ 
stance and property taxes, although a saving is made in 
favour of local bodies which already impose these taxes 
or impose them at a higher rate "than permitted in the 
Constitution. 

The Constitution should be suitably amended to remove 
these invidious distinctions between local body and local 
body. The terminal tax should be permitted to them all, 
as before 1937 and the maximum limit of trades and 
profession tax and circumstance and property tax should 
be raised to a uniform maximum of Rs. 1000. 

Question No* 187. . 

The canons of taxation are well known and they apply 
to local taxes as well. One additional criterion of local 
tax should be that its incidence should be primarily 
local. 

All local taxes are not of course equally suitable for 
all types of local bodies, e.g., the circumstances and 
property tax is suitable only for Village Panchayats and 
small Municipalities where the circumstances and pro¬ 
perty of each is more or less exactly known to all, while 
it is not suitable for big urban communities like City 
Corporations. Same way house tax is" unsuitable for 
bodies like village panchayats. 

The considerations relevant to suitability or other¬ 
wise of a tax for a local body should be— 

(a) size of the local body; 

(b) its urban or rural character ; 

(c) ease or difficulty of assessment; and 

(d) income value or otherwise of the property, etc., 
to be taxed, e.g., house property in rural area 
can hardly fetch any rent. 

Question No. 188. 

Please see answers to questions 189 to 194. 

Question No. 189. 

The State Government have their own financial diffi¬ 
culties, but it would be good if they could be enabled 
to devolve upon the urban local bodies the power to 
levy- 

fa) the entertainment tax, 

(b) a tax or unearned increments in urban and 
values, 

(c) the electricity duty, 

(d) taxation of motor vehicles kept in the city, and 

(e) tolls on motor vehicles entering the city from 
outside 

and to rural local bodies, transfer bulk of land revenue 
and taxation proceeds of motor vehicles plying on roads 
maintained by those bodies. A tax on industrial con¬ 
cerns, lime and brick kilns also deserves consideration 


The State Government should be enabled by the Cen¬ 
tral Government by appropriate Central Aid to forego 
these sources of taxation in favour of the local bodies. 

Question No. 190. 

Taxes are not allowed to be levied which are mani¬ 
festly unsuitable for levy by the Municipal Committees 
or Corporations. 

Question No. 191. 

No; not so in Madhya Pradesh. A local body has only 
to seek the sanction of the State Government which is 
readily given if the proposed tax is suitable and within 
the State list. 

(Question No, 192. 

In Madhya Pradesh the powers of taxation are suffi¬ 
ciently diversified in cases of Municipalities and Corpo¬ 
rations. Suggestions for addition have been made in 
answer to question No. 189. 

Question No. 193. 

Generally speaking in Madhya Pradesh the Munici¬ 
palities have sufficient discretion to levy a tax or not, 
to fix its rate, and to determine its mode of assessment 
and collection. The City Corporations levy the property 
tax at a fixed rate of 10 per cent, of annual value with 
no discretion in the matter. 

At the present stage of development, it is not possible 
to abolish all such restrictions. A rigid rate should how¬ 
ever not be prescribed as far as possible. 

Question No. 194. 

Yes, to some extent it is so in case of Octroi and Sales 
tax both of which are levied on good locally consumed. 
Octroi tax is levied by the local body and sales tax is 
levied by the Central Government. 

Question No. 195. 

No, not to any appreciable extent. 

Question No. 196. 

There are no defects in the frame work of the system. 
Question No* 197. 

The State Government have no comments to offer. 
Question No. 198. 

There are no instances as such but occasionally where 
a local body may remise in making use of its tax powers, 
Government may rightly ask it use those powers before 
asking for more grants, out dependence of grants or 
increase of taxation all round cannot be accepted as a 
general principle. 

Question No. 199. 

(i) and (iii) are favoured. As regards no. (ii) there 
should not be a dual system of collecting taxes or 
distributing the income thereof. This is objectionable 
in principle as well as on account of practical difficul¬ 
ties involved. Its adoption is, however, recommended 
in case of (a) land revenue, and (b) proceeds of motor 
vehicles taxation. 

Question No. 223. 

• The State Government have no comments to make. 
Question No. 224. 

Process of assessment should be improved by crea¬ 
tion of a state agency. In connection with collections 
a system of rebates for prompt payment within speci¬ 
fied dates might be considered. 

Question No. 225. 

Process of assessment should be improved by crea¬ 
tion of a stage agency. In connection with collections 
a system of rebates for prompt payment within speci¬ 
fied dates might be considered. 

Question No. 226 . 

The State Government have no comments to offer 
on the point. 

Question No. 227. 

The recommendations of the local Finance Enquiry 
Committee in connection with local taxation of rail¬ 
ways and Central Government preperty etc., deserve 
special attention. 

Question No. 228. 

As far Municipal Committees and Corporations are 
concerned no provision should be made for manual 
labour being contributed as an additional tax or in 
payment or part payment of an existing tax. 



MEMORANDUM VI 


The State Government have no other comments or 
suggestions. 

Supplementary Information Furnished by Madhya 
Pradesh Government 

The feasibility of sales tax being included in the 
concurrent list like the Motor Vehicles Tax .—If Sales 
Tax is included in the Concurrent list and the Parlia¬ 
ment promulgates a Central Legislation on the subject, 
as a result the Sales Tax Acts passed by the State 
Government will stand impliedly repealed. The saijie 
effect will be produced if, alternatively, the Parlia¬ 
ment passes Central law on the subject on the request 
of two or more State Governments according to the 
provision of Article 252 of the Constitution of India. 
In that event, it would be possible for the Parliament 
either to entrust the collection of the tax under the 
Central enactment to the State Government by suita¬ 
bly amending Article 268 of the Constitution of India 
or to assign the entire tax recovered from the terri¬ 
tory of a State Government to the Government of that 
State after deducting the cost of collection of the tax 
from their territory. 

The loss of revenue that may result to this Govern¬ 
ment if the law on Sales Tax is Centrally passed would 
be due to reduction in the rate of Sales Tax if the 
Parliament decided upon it, and such exemptions 
from Sales Tax as the Parliament may choose to pres¬ 
cribe. 

As the State on sales tax is designed mainly to balance 
the State Budgets during these days of inflation and 
financial stringency, it is but proper that we reserve to 
ourselves the right to design our law on the Subject 
according to our financial needs rather than surren¬ 
der the right to the Centra} Government. In the cir¬ 
cumstances this State Government are not in favour 
of inclusion of Sales Tax in the Concurrent list of 
legislation in the Constitution of India or agreeing to 
the Parliament passing a Central Law on the subject 
according to the provision of Art, 252 ibid. 

(2) Possibility of an uniform rate on certain impor¬ 
tant articles entering inter-State Trade ,—It i.s not 
clear what is meant by the words “important’ 5 and 
‘‘inter-State”. Under article 286(2) of the Constitution 
of India, no tax' can be levied on Inter-State Trade or 
Commerce and therefore, the question of levying tax 
at a uniform rate cannot arise. If it is meant that tax 
should be levied at uniform rate on inter-state trans¬ 
actions which have been made inter-state by the 
explanation below clause 1(a) of article 286 ibid, we 
may agree to do so on costly articles like motor cars, 
radio sets, etc,, which a consumer is tempted to smuggle 
in case there is disparity in the rates of taxation. If, 
however, it is suggested that basic industrial raw 
materials like coal, cement, cotton etc., entering into 
inter-state transactions should not be subjected to tax 
heavily are varying rates by different states at different 
stages and that there should be uniformity with regard 
to rate on such goods, this Government may agree pro¬ 
vided the rate is not less than that existing in this State 
at present and there is a general agreement between all 
States to accept the proposal. 

COMMODITY TAXES 

Question No. 125. 

Under the Constitution, the only sales or purchases 
which can be taxed are sales or purchases of goods. 
Do you consider that the sales tax should be extended 
to — 

(i) Services, so that the tax may be leviable on 

(a) charges for services proper (e.g., bills from 
a goldsmith or a printer ), (b) charges for both 
services an goods where the two cannot be 
readily separated (e,g„ hotel bills) and (c) 
charges for certain types of goods into the 
price of which service enters as a substantial 
element (e.g., paintings or photographs ) ; and 

(ii) transactions of sale or purchase in stock ex¬ 
changes and futures markets ? 

If so, please deal with the administrative and 
other issues which may arise in the imple¬ 
mentation of your suggestions. 

Services do not fall under the scope of item 54 of 
the State list in the Constitution and hence they are 
not being assessed by the States, Rendering service 
for a consideration cannot strictly be called a sale or 
purchase, because services are not goods. Hence it 
does not appear proper to make pure services liable to 
.sales tax. Wherever services are charged for, along 
with goods, and the two cannot be readily separated, 


the practice in Madras State is to estimate the proba¬ 
ble sale price of the goods and tax that part only, 
exempting the rest representing the charges for ser¬ 
vice. Certain other types are treated as “works con¬ 
tract” and tabbed on a certain percentage fixed in the 
rules—the percentage varying with the nature of con¬ 
tract. In either case, the underlying principle is that 
service part of the charge should not be taxed. But 
they are taxed on the total price, without any distinc¬ 
tion of the articles. Paintings and photographs come 
under this category. 


Question No. 126. 

(i) The Union alone has the power to levy a tax on 
sale of newspapers or on advertisements in them. This 
power has not so far been exercised. Would you pro¬ 
pose as desirable and feasible (a) a tax on sales only, 
or (b) a tax on advertisements only, or (c) a tax on 
both ? 

As regards (a), it has been urged that, on account of 
the small price charged for each newspaper, the sales 
tax ivould be fractional and cannot be passed on to 
the buyer, whereas in the aggregate it would be an 
undue burden on the concern itself. If you agree with 
this, how ivould you meet the difficulty ? 


As regards (b), what classes, if any, of newspapers 
or advertisements would you exempt from the tax 
and what rates of tax, graded or other, would you 
levy? 

(ii) Have you any suggestions to make regarding 
the taxation of advertisements other than those ap- 
pearing in newspapers ? 


In Mardas, tax was being levied on newspapers 
hitherto and a tax on advertisements was also contem¬ 
plated in 1947 and then given up. 

Regarding levy of tax on newspapers, it is true that 
the tax will be fractional and cannot be passed on to 
the consumers, The only way to meet this difficulty is 
for the publisher to increase the cost of the news¬ 
paper and pay the tax from the profit margin Re¬ 
garding the tax on advertisement, the publisher de¬ 
rives a large profit from this and therefore tax can 
be levied on advertisements. But it may be adminis¬ 
tratively difficult to levy and collect taxes on adver¬ 
tisements alone. If the present rate of sales tax levied 
on other goods, viz., three pies in the rupee, is heavy, 
a lower rate can be adopted in the case of newspapers 
and advertisements. 

Question No. 127. 

As regards sales tax generally and, in particular , 
the sales tax on goods leviable by the States, it is 
sometimes argued that—since all goods sold in a State 
must fall within one of three categories, viz., (a) 
manufactured or produced within the State, (b) trans¬ 
ported into the State from elsewhere in the country 
and (c ) imported into the State from abroad—an 
extension or increase of excise would serve just as 
well as sales tax for category (a), of octroi or termi¬ 
nal tax for category (b), and of custovis for category 
(c). Do you agree with this view which implies that 
the sales tax has no specific function to perform in the 
country’s system of taxation ? If not, what in your 
opinion, from the point of view of a correlated tax 
structure , is the legitimate place and scope of the 
sales tax as distinguished from that of excise, octroi 
and customs? 

It is true that if excise duty, octroi and customs 
duty are extended or increased, it would serve the 
purpose of sales tax in getting the revenue. But this 
course is beset with some disadvantages. It will swell 
the initial cost of goods, because the entire revenue 
required will have to be levied at a single point at a 
high rate, nearly two or three times the present rate. 
Not all goods which are now liable to sales tax are 
subjected to the three central duties referred to 
above. It may not be possible to levy the three duties 
on aU such goods. The rates of these duties vary 
according to the goods, the varieties depending on eco¬ 
nomic and trade conditions. Sales tax cannot possibly 
be mixed up with those duties and a uniform rate 
levied. Hence it is advantageous and desirable to keep 
the two distinct and separate. 
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Question No. 128. 

(a) Sales tax is almost invariably levied by the 
State Governments in terms of the turnover of the 
dealer over a given period. Since a sales tax leviable 
on the individual transaction necessitates fairly ela¬ 
borate accounts, cash memos., etc,, which only a small 
proportion of dealers is equipped to maintain do you 
agree with the view that, in Indian conditions , the 
bulk of the,sales tax is likely, for a long time to come , 
to continue to be leviable on aggregate turnover as 
distinguished from the individual sale price ? 

(b) In most States there are separate laws govern¬ 
ing sales tax on petrol. To what articles, if any, do 
you consider it desirable and feasible to extend the 
particular system adopted in respect of petrol ? 

Sales tax is levied by the State Governments in 
terms of the 'Turnover’ of the dealer over a given 
period, as it is the only convenient system that can 
be adopted without causing undue harassment to the 
merchants and businessman and at the same time it 
is easy from the administrative point of view. 

Presuming that, while formulating the question, 
the Commission had in mind, the question why a taxa- 
able minimum turnover was fixed in the several 
States instead of levying tax on each transaction, 
the answer is given below : — 


Levy of tax on each individual transaction without 
fixing a taxable minimum will certainly hit hard even 
a petty dealer (including a hawker) besides being an 
administratively impossible task to the State. With a 
view to give relief to petty dealers, each State has 
fixed its own minimum turnover, above which only 
liability to tax arises. 

The system adopted in the case of ‘petrol’ and mo¬ 
tor spirit other than on petrol, etc., may be followed 
with advantage in the case of a certain class of goods 
belonging to a distinct category, such as goods speci¬ 
fied under section 3 ( 2 ) of the Madras General Sales 
Tax Act, 1939. 

In the case of the aforesaid articles, tax may be 
levied at a single point at a higher rate, as they can 
be separately accounted for by the dealers, and as 
the consumers being rich class persons, will bear the 
burden of tax. 

Though the levy of tax on the above principle 
sounds good, it does not seem entirely feasible, due 
to the following reasons :— 

(1) Businessmen dealing with a variety of goods 
will find it inconvenient to maintain separate 
accounts for all classes of goods. 

(2) If the tax is levied at higher rates, there may 
be opposition from the average middle class 
people who go in for the purchase of the arti¬ 
cles. 

(3) If the tax is levied at one stage, there will be 
a tendency to evade tax on the part of the 
dealers. 

(4) From the administrative point of view also, 
it does not seem desirable and feasible to 
adopt the system adopted in the case of 
‘petrol’ to the above class of goods, as it will 
entail heavy expenditure by way of adminis¬ 
trative machinery to work out the above 
measures. 

Question No. 129. 

(1) In regard to a system of levy based on turnover, 
is the choice broadly limited to the alternative here¬ 
after mentioned or is there any other system you 
would advocate ? Under the system you recommend, 
would sales tax continue to be roughly as significant 
a source of State revenue as at present ? The alterna¬ 
tives referred to above are — 

(i) a relatively low rate of levy at each of almost 
all points of sale; few dealers excluded and 
few goods exempted (multi-point ); 

(ii) a relatively high rate of levy at only one point, 
viz*, the point at which a registered dealer sells 
either to a consumer or, to an unregistered 
dealer; exemption from tax of sales by one 
registered dealer to another registered m dealer; 
exclusion from compulsory registration of a 
dealer below a certain limit of turnover; a 
large number of exempted goods (single point): 

(iii) various combinations of the above. 


(2) Which of the above alternatives would you ad¬ 
vocate? Please state your reasons in some detail, 
co?7ipcmng merits and demerits from the point of view 
of (a) the consumers, (b) the dealer , (c) industry , 
trade, etc ., generally and ( d) Government. Please re¬ 
late your arguments, as far as possible , to lessons 
which may be drawn from the actual working of Sales 
Tax Acts in different States. 

# 

(3) In particular — 

(i) as regards (a) above, do you think, that the 
sales tax , or any particular form of it, leads 
to a greater burden being placed on the con¬ 
sumer than is accounted for by the proceeds 
ivhich accrue to the Exchequer ? 

* (ii) as regards (b) above, have you any sugges¬ 
tions to make regarding the simplification of 
forms, accounts, etc., and of the procedure 
generally in order to make the administration 
of the tax less burdensome to the dealer? 
Further, having regard to the cost of main¬ 
tenance of the machinery for compliance , 
would you suggest an alternative form of 
taxation so far as small dealers are concern¬ 
ed ? 

(iii) as regards (c) above, has the imposition of 
the sales tax led to any noticeable change in 
the organization of the trade in the country, 
especially in regard to the size of the business 
unit, location of head offices, number of inter¬ 
mediaries, variety of the goods dealt with, 
etc.? 

(iv) as regards (d) above , please examine the fin¬ 
ancial and administrative aspects, including 
the scope for evasion presented by the parti¬ 
cular system and the difficulty or othenoise of 
counteracting it? 

(1) and (2) There are only two main systems of levy 
of sales tax as contemplated in the question, namely, 
(1) multi-point and (2) single point. Instead of levy¬ 
ing sales tax at one point, a particular State may 
choose to levy tax at two points (as in the case of 
Bombay State, where it is stated there is a proposal 
to levy tax at two points), but broadly they can be 
classified into two systems. 

The relative merits . ancf demerits of the two sys¬ 
tems are given below : — 

The single point system .—Under this system, the 
rate of tax is high and the tax is collectable on the sale 
made to ^ a consumer or to an unregistered dealer. 
Registration of dealers under this method is necessary 
to ensure the levy at one stage. A sale from a register¬ 
ed dealer to another registered dealer is exempt from 
tax. In the practical working, it was found to be de¬ 
fective by the States which adopted it, for the follow¬ 
ing reasons : — 

(a) From the consumers* point of view .—The levy of 
tax at the last sale (i.e., the sale to a consumer or to 
an unregistered dealer) makes the incidence heavy 
due to high rate. Since this is a direct levy of tax, 
the consumer grumbles to pay taxes at such a high 
rate. 

(b) From the merchants ’ point of view .—The dea¬ 
lers have to get themselves registered under this 
method^ to avoid double taxation. At the time of 
registering himself, he has to specify the goods in 
which he intends to deal. He cannot as a matter of 
fact, deal in other articles that have not been referred 
to in his application for registration. This method, 
therefore, retards the progress of trade. 

As the tax is levied at the last end, every registered 
dealer is bound to maintain two sets of accounts, one 
showing the sales made to a registered dealer and the 
other showing the sales made to a consumer or to an 
unregistered dealer on the sale of which tax is collect¬ 
able. To ensure the levy at one stage and to avoid 
double taxation, it is necessary that every dealer 
should possess an up-to-date list of the registered 
dealers showing the names of the commodities that 
are dealt in by them. This is a Herculean task. The 
objections of the dealers will be too many under this 
system, if they want complete exemption. 

The dealers have to submit various statements to 
the department showing the transactions made by 
them to registered dealers and for consumers. It also 
increases the expenditure of the dealer as he would 
be obliged to employ an accounts clerk to maintain 
accounts as required by law. Generally, the big dea¬ 
lers under this system do not pay tax. 

(c) Administrative point of view .—From this view 
point also, it is stated that this method has been 
proved beyond doubt to be more expensive and less 
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effective. To satisfy that a commodity has not been 
taxed twice from the producer to a consumer, the 
accounts of aii such dealers through whom a parti¬ 
cular article has passed have to be checked. This 
is rather impossible. There will be several lakhs of 
transactions in between the dealers residing in 
different jurisdictions of the assessing authorities 
making it impossible to cross-check the references. 
Hence the assessment work would be quite slow and 
ineffective. The scope for evasion is considerable as 
any person can easily quote a false registration num¬ 
ber and get the goods free of tax. The rate of tax 
being high, and the levy being at one stage, the eva¬ 
sion of tax would result in a total loss which will be 
considerable. To cope up with such evasion, extensive 
staff would be necessary which means more expendi¬ 
ture. Any taxation measure that requires huge admi¬ 
nistrative machinery is uneconomic, and from this 
point of view also, the single point system is quite 
undesirable. 

Multiple-point system —(1) Merchants' point of 
view .—No two sets of accounts need be maintained. 
The returns to be submitted under this method are 
quite limited, as tax is levied at each stage of sale 
with a low rate. This being a turnover tax, the main¬ 
tenance of accounts is made easy. It is less expensive 
too, from the view point of dealers. As this measure 
discourages middle men, it is generally opposed by the 
merchants community. 

(2) Consumers' point of view .—The rate of tax be¬ 
ing low, the burden on the consumer is not heavy at 
the initial stages. The incidence of tax is equally dis¬ 
tributed under this system. To keep the prfces com¬ 
petitive, some dealers would prefer to pay the tax 
from their profit, rather than pass it on to the con¬ 
sumers. The fundamental advantage from the con¬ 
sumers 5 point of view, under this method is that he 

* can get an article at a cheaper rate, if hp purchases 
it from a wholesale dealer and can thus save the tax 
payable by him, if the article had been purchased at 
a later stage (ie., at third or fourth stage). 

(3) Administrative point of view .—This system can 
be administered with a minimum staff, as transactions 
to be cross-checked before an assessment is completed 
are not many. This is due to the fact that tax is levied 
at each stage. The evasion of tax is less. If, for in¬ 
stance, there is some evasion in this method also, 
there is no possibility of a total evasion, for if the 
tax is lost at one stage, it is certain to be assessed on 
the subsequent sales. 

For the reasons mentioned above, multiple-point 
levy of tax is the best system suited to the conditions 
now prevailing in the States. 

(3) (a) As tax is levied at each stage, the total 
amount of tax (that ^oes up to swell the price of the 
goods) will be distributed among the dealers who han¬ 
dle the goods, till they actually reach the consumer. 
Though it is the consumer that has to pay ultimately 
the high cost of the goods due to the levy of sales tax 
at all stages, since it is a more indirect levy of tax, 
psychologically, it will not affect him. Generally it 
may be noted that under both the systems, the bur¬ 
den to the consumer will be the same, since ultimately 
the amount of tax that goes up to swell the price will 
include the sales tax the State is getting, the only 
difference being the levy of tax at a relatively low 
rate at all points in the case of multiple-point system 
and at a single point at very high rate in the single¬ 
point system. 

(3) (b) Simplification of the forms, accounts, etc., 
and of the procedure generally is being effected in 
Madras State in whatever manner possible in the 
light of the experience gained in the working of the 
Act during the last 14 years. The dealers also are co¬ 
operating in this regard with the Government. 


the Act, as to how they should maintain sound 
accounting system and how to discharge their duties 
as true citizens. Since the dealers are required to 
maintain true and correct accounts of their day-to-day 
transactions to satisfy the sales tax authorities, they 
are in a way prevented from suppressing the turnover 
of their transactions and volume of trade. 

(3) (d) The scope for evasion is present in any type 
of the system adopted and the vigilance of the depart¬ 
mental officers alone can check any type of evasion. 
Maintenance of second set of accounts by unscrupul¬ 
ous dealers is but a common type and this can be effec¬ 
tively checked by surprise inspections of the business 
places by the assessing and inspecting authorities em¬ 
powered under the Act. . * 

Failing to bring to account all the day-to-day trans¬ 
actions is another method adopted by the dealers to 
evade payment of taxes. By taking extracts of the 
transactions from the dealers' accounts and verifying 
them by cross-check references, evasion is being 
checked to a great extent. Some of the dealers do not 
get themselves registered even if they reach a turn¬ 
over of Rs. 7,500. Periodical inspection of the business 
premises of all dealers in the locality of an assessing 
authority is done with a view to bring all such dealers 
on the books of the department. 

In the border areas, the dealers from outside the 
State come into this State and effect sales frequently 
and go away. They will not have any place of busi¬ 
ness in the State and thus they evade taxes due to 
this State. Such evasions are detected by the special 
staff and tackled, wherever possible. 

Evasions by lorry traffic are also common. By 
movement of goods by lorries, the goods change hands 
a number of times and all the dealers who transact 
the business in those cases will not bring such goods 
to account. With a view to prevent evasions in this 
regard, the lorry owners are required to furnish 
complete particulars in the goods vehicles rules form 
prescribed under the Madras Road Traffic Code and 
to send a copy to the sales tax authorities for check. 

In delta areas the foodgrains change hands a num¬ 
ber of times and some dealers do not bring such trans¬ 
actions to account. The special staff appointed for this 
purpose detect such evasions. 

Question No. 130. 

In relation to the particular system you advocate t 

(i) should there be special rates of levy , higher than 
the ordinary rate , for certain articles ? If so , for which 
types of articles ? 

(ii) should there be special rates of levy , lower than 
the ordinary rate, for certain articles ? If so, for which 
types of articles ? 

(iii) which articles , if any, should be exempted alto¬ 
gether and why ? Please elaborate the principles 
which , in your opinion , should underlie exemptions ? 

(i) In respect of ‘luxury' articles, the Madras State 
consider it desirable to levy additional tax on the first 
dealers in such goods in this State. The intention in 
levying additional tax on such goods is that the rich 
class persons who go in for them can afford to pay 
higher rates of tax. The list of ‘luxury 5 articles on 
which additional tax is desirable and is levied is 
given in section 3 (2) of the Act. 

(ii) In the interests of trade in a particular commodi¬ 
ty, tax at a rate lower than the ordinary rate may be 
considered necessary. The exemptions and concessions 
given to dealers in certain commodities in this regard 
are mentioned in section 5 of the, Madras General 
Sales Tax Act. 


In Madras State, some special concession is shown 
to petty dealers in sundry articles and mutton dealers 
who are generally illiterate, in the matter of conform¬ 
ing to the provisions of the Act relating to mainten¬ 
ance of accounts, The enforcement of section 13 of 
the Act of requiring the maintenance of accounts only 
in one of the languages of the State or in Hindustani 
or English has been deferred so as to meet the de¬ 
mands of the merchant community that such a provi¬ 
sion is working hardship in certain cases. The dealers 
can therefore maintain their accounts in any language 
they choose. 

As there is a liability to tax, only if the turnover 
of a dealer reaches a minimum of Rs. 10,000, all small 
dealers are eliminated from the rigours of'maintain¬ 
ing accounts and paying taxes. Dealers having more 
than the taxable minimum are expected to fulfil their 
obligations under the Act. 


( 111 ) The question of granting complete exemption on 
any types of articles should be left to the discretion 
of the concerned State as conditions and requirements 
of each State vary with one another. In Madras State 
m section 6 of the Madras General Sales Tax Act the 
State Government have reserved to themselves the 
power to notify exemptions and reduction in the rate 
of tax (1) on the sale of any specified class of goods 
at all points or at a specified point or points in the 
series of sales, (2) by any specified class of persons in 
regard to whole or any part of their turnover under 
this section, exemptions are being granted from time 
to. time m all deserving cases. The main exemptions 
granted so far are detailed below : — 


(1) Slab rates of tax for dealers in fruits, vegeta¬ 
bles, flowers, fish and meat, with turnover 
less than Rs. 20,000. 


(3)(c) Experience has shown that the dealers in 
general have learnt, out of the duties imposed under 
47—1 T. E. Com. (N.D,)/55 


(2) Exemption for the sale of raw jute for deli¬ 
very outside the State. 

Note,—The exemption does not apply to hemp. 
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(3) Exemption for wonts contracts entered into 
prior to 1st January 1948, and executed after 
1st January 1948 or which were entered into 
on or after 1st January 1948 on the basis of 
tenders received before that date without 
making any allowance for the payment of 
sales tax. 

(4) Exemption for single and multi-country oil 
chekku owners. 

(5) Exemption for banks, indent agents and local 
branches of non-resident dealers doing busi¬ 
ness as indent agents. 

(6) Exemption for earth-work, laterite, metal, 
sand, jelly and gravel quarrying contracts. 

(7) Exemption for tea sold by the tea estates to 
the Assistant Tea Controller, Coonoor, for 
export to Russia on Government of India 
Account. 

(8) Exemption from the additional tax under sec¬ 
tion 3 (2) for sales of all varieties of tractors 
used for agriculutral purposes and spare parts 
of such tractors. 

(9) Exemption from tax to educational institu¬ 
tions which provide meals to the boarders or 
inmates on collection of a fixed sum per 
month from each boarder provided that the 
institution has no intention to profit and that 
actually no such profit has been made out of 
the transactions, 

(10) Exemption from tax on the sales of rationed 
articles by each of the refugees from Pakistan 
running rice ration shops in the City of 
Madras for a period of one year from the 
date of commencement of the business by 
each such refugee. This has been extended 
for the second and third year of business. 


a view either to protect the concerned industry or in 
view of the special circumstances of the dealers. 

In the circumstances mentioned above, it is doubt¬ 
ful whether any uniformity between the different 
States can be achieved in the present set-up of the 
country. 

Uniformity of taxation on sales in different States, 
no doubt appears desirable, if it can be achieved. 
There has been a general belief among the merchant 
public that the trade in the country is hampered with 
the different policies followed by the different States. 
This agitation by the business community is given a 
good impetus by the coming into force of Article 286 
of the Constitution which has brought with it further 
complications. 

Local conditions peculiar to individual States neces- 
sitate the adoption of a particular system of taxation 
U.e. f either at single point or at multiple points) at a 
particular incidence (he., either on the purchase value 
or on sale value) and at a particular rate of tax. States 
like Madras which are less industrially developed 
w j n compared with Bombay, and other similar States 
and which are losing a major slice of revenue due to 
the introduction of Prohibition will have to find ways 
and means to augment the revenues. Sales tax being 
their mainstay, they will fall back on it to meet the 
deficit. Any attempts to maintain uniformity in the 
several States will tend to make the Sales Tax Acts 
more rigid and inflexible and consequently, the States 
will be deprived of what little freedom they enjoy 
m this regard. 

Recently (in 1952) there was a move that single 
point taxation should be introduced in this State also. 
But it was found undesirable to introduce single point 
taxation m all commodities for the following reasons 
(sec also answer to Question No. 129) : — 


Question No. 131. 

In regard to system, rates, exemptions, etc,, what 
degree of uniformity between the different States do 
you consider desirable and feasible ? Would you bring 
it about — 

(i) by formed or informal convention ; 

(ii) by central legislation promoted at the instance 
of two or more States; 

(iii) by constitutional amendment , so as to include 
certain basic matters connected with the sales tax in 
the Concurrent List ? 

(iv) by constitutional amendment so as to include 
the item of sales tax , as a whole , in the Union List? 
In the last mentioned case how would you apportion 
the proceeds ? Would this alternative be a practicable 
proposition from the point of view of the finances of 
the States? 

Sales tax has become the main and indispensable 
source of revenue to the several States. It is common 
knowledge that the system, rates, exemptions, etc 
prevailing in the several States are not uniform. 

Some States—Madras, Uttar Pradesh, Mysore, Tra- 
vancore-Cochin and Hyderabad—levy the tax on mul¬ 
tiple point system, while some other States—West 
Bengal, Madhya Pradesh and Assam—have adopted 
single point tax. Bombay first adopted the single 
point system, changed over recently to multiple 
point system and is reported to have decided to the 
levy of sales tax at two stages. 

Every State has fixed a minimum turnover above 
which the dealers are taxed. The taxable minimum 
varies from State to State, the lowest taxable minimum 
fixed by Madhya Bharat being Rs. 5,000 for importers 

Sl an Vl a £m ers ?P d producers (for other dealers 
Rs. 12.000) and the highest taxable turnover fixed by 
West Bengal being at Rs. 50,000 for all dealers other 
than importers, manufacturers and producers, Madras 
State has fixed Rs, 10,000 as the taxable minimum. 

The rates of tax fixed from State to State largely 
vary due to the particular system adopted. 

In regard to exemptions also, every State has 
exempted certain goods from tax altogether or has 
shown some concessions either in the rate of tax or 
in the incidence of tax at certain stages. Whether an 
article which is otherwise taxable deserves exemption 
from the levy of tax largely depends on the require¬ 
ments of the various States and the volume of trade 
m these goods. In Madras State, exemptions are 
granted from time to time on the sales of a number 
ot articles and the sales of a number of concerns with 


. a single point system is introduced, the tax has 
to be collected either from the first dealer in this 
State or from the last dealer (sale to consumer), as 
tnese are the only two convenient points for the col¬ 
lection of tax. If the tax has to be collected at the re¬ 
tail dealer stage, it will be very difficult to collect the 
tax for the following reasons — 

(1) When the system is changed to single point, 
naturally the rate of tax has to be raised to 
a higher amount (say, thrice or four times 
the present rate). Even in regard to the pre¬ 
sent rate of tax, there are many cases of 
evasions. If the rate of tax is enhanced, there 
will be a strenuous effort on the part of the 
dealers to evade tax. If is very difficult for 
the department to arrest effectively all kinds 
of evasions in regard to all dealers. 

(2) Most of the retail dealers in this State are 
very small dealers who will have very small 
turnover (the turnover still falls if the prices 
of commodities are to fall) and hence they 
will not come under the purview of the Act 
even if the taxable minimum turnover is re¬ 
duced to Rs. 5,000. 

(3) Most of these retail dealers are very poor with 
no property. If they are made the custodians 
of heavy rates of tax, they will not pay it but 
otter themselves even for prosecutions Even 
by setting their properties, the tax cannot be 
collected. 

(4) Most of the dealers are illiterates or semi-lite¬ 
rates who cannot maintain accounts. It will 
be a herculean task to find out the correct 
turnover and there will be large-scale evasions 
due to lack of proper accounts. 

•JS* ?® s . y tocoltoct tax even from the first dealer 
in this State for the following reasons : 

To locate the first dealer who is taxable the 
department has to check the accounts of each 
every dealer as it is done now and it 
will be a wild-goose chase. 

(iii Due to the high rate of tax, the dealers will 
be tempted to evade tax. 

(iii) Certain manufacturers in this State may not 
like to pay such high rates of tax. as it would 
adversely affect their trade. 

(iv) Levy of high rates of tax on the manufac~ 
turers (first dealers) will at times retard the 
growth of small industries in this State for 
the following reason ; — 

Even though the dealer’s profit is meagre or even 
though he incurs loss, the department de- 
mands tax. If this amount is small, the manu¬ 
facturer can somehow manage to pay it. 
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When the amount is very large (as it should 
be when the rate is high) the demand of tax 
will naturally ruin his business. 

For all these reasons, it was considered undesirable 
to levy high rates of tax at a single stage. 

Similarly other States which have introduced the 
single-point system may have their own objections to 
change to the multi-point levy of tax. 

Whether and how far uniformity can he maintained 
in the rales of tax. —This aspect is interlinked with 
the system of tax in vouge in each State. States where 
single-point levy is in force, the rate of tax will be 
fairly high, so as to make up for the exemption at 
other points. States in which multi-point levy is in 
force, the rate will be much less obviously. 

In Madras State, the general rate of tax is 3 pies per 
rupee but in the case of a few luxury goods [motor 
vehicles, electrical goods, radios, etc., vide section 3 
(2)], additional tax is levied. The intention in provid¬ 
ing additional levy of tax is that as those are luxury 
articles, rich class persons who go in for those goods 
can afford to bear higher rates. of tax. This feature 
may be followed with advantage by other States in 
which multiple-point system is in vogue. 

Whether and hoio far uniformity can he maintain¬ 
ed in the exemptions. —This also largely depends upon 
the system of taxation followed by each State (single 
or multi-point). In Madras, certain goods like bullion, 
cotton, yarn, hides and skins, etc., are exempted at 
all stages except at a single point prescribed to help 
the trade. Besides this, complete exemptions are 
granted on certain goods and certain types of dealers 
in deserving cases. Similarly in other States, exemp¬ 
tions are granted in the special conditions prevailing 
there. 

The provision in Article 286 (3) of the Constitution 
and the subsequent Central Act enacted under the 
Article in regard to exemptions in favour of goods 
essential for the life of the community have not 
brought any desired uniformity. States which were 
levying sales tax, prior to the advent of the Constitu¬ 
tion, on the articles specified in the Central , enact¬ 
ment Essential Goods (Declaration and Regulation of 
Tax on Sale or Purchase) Act, 1952, continue to levy 
such tax, while some other States are forbidden to 
levy any tax on such articles. 

In the foregoing circumstances, it appears highly 
doubtful how uniformity can be achieved, unless all 
the States adopt one system of levy of tax, viz*, sin¬ 
gle point or multiple point. 

This cannot be achieved by formal or informal con¬ 
vention. It is rather impossible for the States to come 
to any definite agreements on the major policies. The 
suggestion to have a Central legislation at the in¬ 
stance of two or more States, is not also desirable 
since the other States will have to be brought in by 
compulsion. The last suggestion to have the sales tax 
in the Union List will be strongly opposed by all the 
States on the ground that it infringes their autonom¬ 
ous existence and freedom in the Indian Union. 

If uniformity is considered essential, the only alter¬ 
native seems to be to bring out a constitutional amend¬ 
ment so as to include certain basic matters connected 
with the sales tax in the concurrent list such as (1) 
the levy of sale tax on a single point (or two points) 
or multiple point, etc., (2) the maximum rate of tax 
on all general goods, (3) the maximum rate of tax on 
luxury goods, (4) the goods that should be* exempted 
completely. 


Question No, 132. 

To what extent has any desirable uniformity been 
achieved in regard to exemptions (in favour of (( goods 
essential for the life of the community”) under clause 
(3) of Article 286 of the Constitution ? What principles 
would you advocate for deciding the exemptions to 
be made under this provision of the Constitution ? Do 
you consider that the scope of the provision contain¬ 
ed in clause (3) of Article 286 should be extended also 
to “essential articles” which had been subject to sales 
tax before the relevant central enactment came into 
force? 

In pursuance of clause (3) of Article 286 of the Con¬ 
stitution, the Essential Goods (Declaration and Regu¬ 
lation of Tax on Sale or Purchase) Act, 1952, has 
been passed by the Parliament, declaring certain 
goods specified therein as essential for the life of the 
community. But this has not brought any desired 
uniformity in the matter of levy of tax on these 
goods by the several States. States which were levy¬ 
ing sales tax prior to this enactment, on these articles 
continue to levy such tax, at the rates previously 
fixed. By this Act, only the freedom of the State to 
levy a higher rate of tax or the levy of new tax now 
is curtailed. 


It is not clearly known on what principles each of 
the articles in the Schedule to the Act is considered 
as essential for the life of the community. A doubt 
arises especially in regard to iron and steel as to 
how they could be legitimately called goods essential 
for the life of ^he community. 

The difference between “essential goods” and “essen- 
cial articles” sought to be made in the question, is 
not quite clear. 


Question No. 133. 

As regards if sales outside the State”, ''interstate 
commerce ”, etc., please discuss the adequacy or other¬ 
wise of the relevant provisions of Article 286 and 
suggest remedies for any defects which, in your opin¬ 
ion , have been revealed in the actual working of these 
provisions ? 

(b) Please discuss in this connection the desirability 
and feasibility of the suggestion that purchases only 
(and not sales) should be taxed, so that the tax juris¬ 
diction of each State might be confined to parties resi¬ 
ding within the State. Alternatively, do you consider 
that purchases should be taxed in certain cases and 
sales in certain others; if so, how and on what consi¬ 
derations would you define the two categories ? In 
either case , please describe your scheme in some 
detail and explain the advantages which you claim 
for it. 

The entire matter relating to the interpretation and 
application of Article 286 of the Constitution is still 
under the consideration of the Government. 

Question No, 134. 

Do you think that lack of uniformity between the 
States as regards the rates of sale tax and the 
methods of applying it (single or multiple point) has 
the effect of raising barriers in Inter-State commerce 
or inducing uneconomic diversions of trade ? If so, 
what measures would you suggest to rectify the posi¬ 
tion '? 


The answer to this question is covered by answer 
to Question No. 131. 
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Answers to Questions Nos. 101 and 102 

DEATH DUTIES 

Question No. 101. 

What are your main reactions to the Estate Duty 
Bill at present before Parliament ? 

The Bill has since been passed into an Act. Provi¬ 
sions of the Act are generally acceptable. This Gov¬ 
ernment have, however, not yet come to a decision on 
the question of authorizing the Parliament to legislate 
for the levy of estate duty on agricultural lands in 
this State. 

Question No. 102. 

Would you in the matter of rates of levy differenti¬ 
ate between self-acquired property forming the estate 
of a deceased and property mherited by him ? 

This Government consider that the self-acquired 
property of a deceased should also be added to his 
inherited property and that the rate of estate duty 
should be fixed with reference to the aggregate value 
of both the properties. 

LAND REVENUE AND LAND CESSES. 
Question No. 148. 

Where , ryotwari or similar tenures are introduced 
for the first time; on the abolition of zamindaris, but 
settlements cannot yet be undertaken , what interim 
steps would you take to regulate assessment ? 

In this connexion , how would you deal with the 
following special problems :— 

(i) Fixation of post-abolition assessment with re¬ 
ference to (a) pre-abolition rent and (b) com¬ 
pensation payable by the State and/or the 
occupant; 

(i) Paucity of sufficiently detailed land records or 
of economic data, e,g,, market rents; 

(iii) Lack of trained staff required for work in re¬ 
gard to (a) land records , (b) new surveys and 
(c) new settlements ? 

Would these problems be present in an aggravated 
form in permanently-settled areas, such as West Ben¬ 
gal ? 

Main question and special point (i).*—In the State of 
Madras, the problem of levy of land revenue during 
the interim period between the taking over of an 
estate under the Madras Estates (Abolition and Con¬ 
version into Ryotwari) Act, 1948, and the settlement 
of ryotwari principles has been solved easily. Just prior 
to the passing of the Abolition Act, another Act, cal¬ 
led the Madras Estates Land (Reduction of Kent) Act, 
1947, was passed, with the object of reducing the rents 
payable by ryots in estates, approximately to the level 
of the assessments levied in the ryotwari areas in the 
neighbourhood. The work under the Act was expected 
to be finished quickly. Therefore, a provision was in¬ 
troduced in the Abolition Act, fixing the reduced rent 
fixed under the Reduction of Rent Act. as the land 
revenue payable during the interim period between 
the taking over of an estate and its settlement on 
ryotwari principles. 

Compensation for the estates taken over is payable 
only by the State. It is calculated on the assessments 
fixed at the settlement of the estates on ryotwari 
principles. As it will take time for the estates to be 
so settled, a provision has been introduced in the Abo¬ 
lition Act for the payment by the State of 50 per cent 
of the compensation, as roughly estimated, to the 
landholders, soon after the taking over of their estates 
as advance to be adjusted from the comnensation 
finally determined after the ryotwari settlement of the 
estates. 


Special point (ii).—In the State of Madras, the fol¬ 
lowing processes precede an initial ryotwari settle¬ 
ment of an area : — 

Classification of soils, 

Ascertaining grain values in terms of certain 
standard grains, 


Determining commutation price and conversion of 
grain value into money, 

Determining allowances to be made for vicissi¬ 
tudes of season, unprofitable areas and mer¬ 
chants’ profits, calculation of expenditure on 
cultivation, 

Grouping of villages with reference to the advan¬ 
tages possesed by them in respect of roads, 
railways, canals, markets and the like, 

Classification of irrigation Sources with reference 
to their capacities, and 

Determination of money rates to be applied to 
different classes and sorts of soils in the vari¬ 
ous groups of villages. 

Detailed land records and economic data would be re¬ 
quired for going through all these processes. As these 
records and data are not available in the estates in 
this State, and in view of the need for the early 
settlement of the estates, it has been provided in the 
Abolition Act that the settlement of the estates taken 
over under the Act shall follow one of the resettle¬ 
ment notifications in force in the area in which the 
estates are situated. 

STAMP DUTIES AND COURT-FEES. 

The rates of court-fees differ from State to State , 
To what extent do you consider uniformity in the 
rates desirable and feasible? 

Under the Constitution of India, “Fees taken in all 
courts except in the Supreme Court” is wholly a State 
subject and a State Government is competent to re¬ 
vise the court-fees in its applicability to the State. In 
1922, the Court-fees Act, 1870, was amended by this 
State and the fees increased by 50 per cent mainly 
with the idea of increasing the revenues of the State. 
Other State Governments have recently amended the 
Act with a view to increasing their revenues. One 
of the recommendations made by the Indian Taxation 
Enquiry Committee of 1925 was that uniformity was 
desirable not only as regards general principles, pro¬ 
cedure and method of realization, but also as regards 
rates and that this was particularly desirable in res¬ 
pect of fees on the Original Side of the High Court. 
This Government then considered that by the adop¬ 
tion of uniform rates, there was the risk of provincial 
finances being dislocated and the Government of India 
were informed that this Government were against 
the recommendation and that each State Government 
should be at liberty to legislate for itself as regards 
such rates. 

The Court-fees Act is not only intended to recover 
some value for the services rendered by courts but 
also to increase public revenues. That this was the 
paramount object of the enactment has been pointed 
out by a number of High Courts in India. Conditions 
vary from State to State and the adoption of uniform 
rates of court-fees would fetter the hands of the State 
Government in times of financial stress. This Govern¬ 
ment, therefore, consider that the adoption of uniform 
rates of court-fees in all States is neither desirable nor 
feasible except in the case of grant of probates, letters 
of Administration and succession certificates. 

Question No. 167. 

Have you any suggestions to make regarding the 
schedules to the Indian Court-fees Act and the rates of 
levy thereunder ? 

The schedules to the Act require re-arrangement as 
the present classification is not logical. An increase in 
the rates in certain cases is necessary in view of the 
present fall in the purchasing power of the rupee. Pro¬ 
vision may also be made for the levy of fees in the 
case of certain applications and petitions as detailed 
in Appendix X. 

TAXES ON MOTOR AND OTHER VEHICLES 
Question No* 168. 

Taking into account (a) the several taxes , Central , 
State and Local , which affect motor transport directly 
and business, trade , etc., indirectly, (b) the variation 
in some of these taxes from region to region and bet¬ 
ween different categories, of vehicles and (c) the rela- 
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tive financial needs of the different taxing authori¬ 
ties, both generally and , in particular, for the main¬ 
tenance, improvement and extension of roads, what 
changes, if any, would you introduce in the present 
system of motor vehicles taxation ? What degree of 
uniformity do your suggestions involve ? Instead of 
several taxes by different authorities, a consolidated 
tax has ben suggested : do you consider this feasible ? 
Hoto ivould you apportion the proceeds among the 
different authorities concerned ? 

(i) This Government are not in favour of any 
change in the existing system of motor vehicles taxa¬ 
tion; 

(ii) the question of uniformity in taxation does not 
therefore arise; 

(iii) the levy of a consolidated tax is neither neces¬ 
sary nor practicable; 

(iv) the question of apportioning the proceeds 
among the different authorities does not therefore 
arise; and 

(v) though the rates of motor vehicles tax obtain¬ 
ing in this State are above the ceiling rates recom¬ 
mended by the Motor Vehicle Taxation Enquiry 
Committee, the State Government are spending on 
roads much more than what they collect from motor 
vehicles. In 1952-53, the total revenue to the Compo¬ 
site Madras State from motor vehicles tax was Rs. 3,7 
crores but the expenditure on roads was about Rs. 7 
crores. 

Question No. 169. 

To what extent and in what manner , in your view, 
should the proceeds from motor vehicles taxation be 
earmarked for road maintenance and development ? 

Motor transport should be taxed only to provide to 
pay a fair share towards the cost of upkeep and deve¬ 
lopment of roads and to pay the full cost of adminis¬ 
tering and controlling this form of transport, as at 
present provided in section 10 of the Madras Motor 
Vehicles Taxation Act, 1931. 

The proceeds from motor vehicles tax cannot, how¬ 
ever, be made to cover the full cost of the roads and 
their maintenance, as the roads are not exclusively 
used by motor vehicles and some roads are not motor- 
able. Motor trade should, like all other industries 
make some contribution to the general revenues also, 
but there has to be a limit to the burden imposed on 
motor vehicles. The State Government are already 
spending on roads more than what they collect from 
the motor vehicles. They consider that a higher pro¬ 
portion of the Central tax on petrol should be made 
available for the development and maintenance of 
roads. 

The receipts from the motor vehicles tax are utiliz¬ 
ed as detailed in section 10 of the Madras Motor 
Vehicles Taxation Act, 1931. 

Question No. 170, 

Have you any specific comments to make on the 
main recommendations of the Motor Vehicles Taxa¬ 
tion Enquiry Committee , 1950? 

Attention of the Commission is invited to the 
Madras Government’s letter No. 3422, Home, dated 
29th August 1951, in which this State Government 
conveyed to the Government of India, the views of 
this State Government on the conclusions reached at 
the meeting of the Transport Advisory Council in 
April 1951 on the report of the Motor Vehicles Taxa¬ 
tion Enquiry Committee, 1950 —See Appendix II. 

This Government have no further comments to 
make in the matter, except to point out that the sales 
tax on petrol in the Madras State was raised from 4 
annas to 6 annas a gallon, with effect from 20th June 
1952, and that a tax on passengers and goods carried 
in stage carriages and public carrier vehicles in the 
Madras State is now being levied in accordance with 
the provisions of the Madras Motor Vehicles (Taxa¬ 
tion of Passengers and Goods) Act, 1952. 

Question No, 171. 

Have you any suggestions to make regarding the 
extension of taxation to, or increase of present taxation 
on, users of roads other than motor vehicles 1 ? How 
would you classify the users t what rates would you 
suggest and who , in your view , should be the taxing 
authorities ? How would you dispose of the proceeds ? 

At present, municipalities and panchayats levy tax 
on all carts and vehicles at varying rates. On the 
question of extension of taxation to users of roads 
other than motor vehicles, the following proposals 
were considered : — 


(1) Imposition of a road-cess on land revenue ,—It 
was suggested by the Transport Advisory Council that 
cultivators* carts should not he taxed separately and 
that a road-cess on land revenue should be imposed. It 
was considered that levy of such a cess will be im¬ 
practicable under the present conditions, as the rate of 
land cess and education cess in the State are already 
very high. The Government of India were informed 
about the views of this Government. 


(2) Levy of an annual license fee on all carts and 
vehicles other than motor vehicles ,—The Communica¬ 
tion Sub-Committee of the Post-war Reconstruction 
General Committee suggested that license fee might 
be levied and collected from owners of ‘bandies’ from 
rural areas. The proposal was to levy tax at lower 
rates on carts with rubber tyres. The tax is to be col¬ 
lected by Government and divided between the Gov¬ 
ernment and district boards, according to the length of 
the roads maintained by them. This proposal was pub¬ 
lished for public criticism and it was considered later 
that the entire proceeds should be assigned to dis¬ 
trict boards. It was found later, after the enactment 
of the Madras Village Panchayats Act, that as the 
levy of the tax on vehicles is obligatory on all pancha¬ 
yats and as every village will come within the juris¬ 
diction of a panchayat in due course, all carts and 
vehicles in rural arreas will be assessed to tax in due 
course. Recently it was proposed to amend the Madras 
Village Panchayats Act, 1950, to revert to the old 
position of making the constitution of panchayats 
optional and to raise the unit of population to 1,000 
and this has been approved. Even so, as there will be 
panchayats for all important villages and as pancha¬ 
yats have to levy compulsorily a tax on country carts 
and other non-motor vehicles kept or used within the 
panchayat area, it is not necessary to levy a separate 
State tax on country carts. In the case of municipali¬ 
ties, carts kept in the municipality as well as those 
coming from the villages and used in the municipality 
for not less than 15 da vs in a half-year are assessed 
to the vehicle tax by the municipalities concerned. 

(3) Levy of terminal tax and octroi .—The Local 
Finance Enquiry Committee suggested the levy of ter- 1 
minal and octroi taxes. The terminal tax is a tax 
levied on goods or passengers when they start from 
or arrive at a terminal station in their journey from 
one place to another. Octroi is leviable on goods en¬ 
tering the town for consumption, use or sale therein. 
The question was examined. It was considered that 
sales tax resembles octroi and that the question of 
levy of octroi by local bodies need not be taken up. 
As regards the terminal tax also, it was not consider¬ 
ed necessary to take up the question as such taxes 
were unpopular, 

(4) Levy of taxes on passengers travelling by 
road—This question was taken up and the Commis¬ 
sioner, Kodaikanal Municipality, specifically addres¬ 
sed the Government for the levy of such a tax. It 
was considered that such a levy of taxes on passengers 
travelling by road would be irritating and it was, 
therefore, dropped. The Commissioner was, therefore, 
informed that such a proposal will not be approved. 
No other tax than the taxes on vehicles and animals 
leviable by local bodies in this State under the exist¬ 
ing Acts can be levied in this State on the users of 
roads other than motor vehicles. 

The rates of taxes (maximum and minimum half- 
yearly) on vehicles levied by or authorized to be levied 
by the local bodies are specified in the rules issued 
under the Madras District Municipalities Act, the 
Madras City Municipal Act and the Madras Village 
Panchayats Act. These rates do not appear to need 
revision. 

Question No. 184. m 

Have you any comments or suggestions regarding 
any other taxes, cesses or fees (e.g,, excise 071 opium 
probate and succession duties , registration fees) not 
covered by Parts II and IV of the questionnaire ? 

At present, the rates of fees leviable for the grant 
of probates, letters of administration and succession 
certificates under articles 11 and 12 of Schedule I to 
the Court-fees Act, 1870, vary from State to State, 
Under section 273 of the Indian Succession Act, 1925, 
probates or letters of administration shall have effect 
over all the property and estate of the deceased 
throughout the State in which the same are granted; 
but under the proviso to that section, probates and 
letters of administration granted by the court shall have 
effect throughout India if the judge certifies that the 
value of the property and estates affected beyond the 
limits of the State does not exceed Rs. 10,000, Under 
section 380 of the Act. a succession certificate has effect 
throughout India. Under section 50 of the Estate Duty 
Act, where any fees have been paid under any law 
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relating to court-fees in any State for obtaining pro¬ 
bate, letters of administration or a succession certifi¬ 
cate in respect of any property on which estate duty is 
leviable under this Act, the amount of the estate duty 
payable shall be reduced by an amount which is equal 
to the court-fees so paid. Estate duty is payable on a 
slab system on property exceeding Rs. 50,000 in value 
in the case of property which consists of an interest in 
the joint family property of a Hindu and on property 
exceeding 1 lakh in value in the case of others —vide 
Second Schedule to the Estate Duty Act. If, therefore, 
States levy court-fees at varying rates, the net amount 
payable as estate duty in each State will also vary. It, 
therefore, seems desirable that there should be some 
uniformity in the rates of fees leviable in the various 
States under articles 11 and 12 of Schedule I to the 
Court-fees Act. 

Appendix I. 

[See answer to question No. 167.] 

New Provisions for the levy of Court-fees 

( 1 ) Suit for possession or joint possession of trust 
property. 

( 2 ) (a) Petition under section 26 of the Provincial 
Insolvency Act, 1920, or application under section 95 
of the Code of Civil Procedure, 1908. 

(b) Appeal against order on a petition or application 
falling under clause (a). 

(3) (a) Petition under section 53 or 54 of the 
Provincial Insolvency Act, 1920. 

(b) Appeal against order on a petition following un¬ 
der Clause (a) whether by the official receiver or by 
the unsuccessful party. 

(4) Memorandum of appeal under section 104 (ff) 
against orders under section 35-A of the Civil Proce¬ 
dure Code, 1908. 


(13) Original petitions when filed in— 

(i) a District Munsifs Court; 

(ii) the City Civil Court, Madras, a Sub-Court or 
a District Court; 

(iii) the High Court. 

(14) Applications to set aside an award under the 
Arbitration Act, 1940— 

(i) when presented to a District Munsifs Court; 

(ii) when presented to the City Civil Court, 
Madras, a Sub-Court, a District Court or the 
High Court, 

(15) Petitions to the High Court under Article 226 
of the Constitution for a writ other than the writ of 
habeas corpus. 

(16) Election petition questioning the election of a 
person in respect of— 

(i) the office of member of a panchayat; 

(ii) the office of president of a panchayat; 

(iii) the office of member or alderman of the 
Council of the Corporation of Madras or of 
member of a municipal council or a district 
board; 

(iv) the office of Mayor or Deputy Mayor, of the 
Corporation of Madras or of chairman of a 
municipality or president of a district board. 

Note.—State Governments have not the power to levy 
court-fees in respect of election petitions connected with 
elections to the Legislatures. 

(17) Copy of power-of-attorney when filed in any 
suit or proceeding. 


(5) Memorandum of appeal against order in proceed¬ 
ing under the Indian Succession Act, 1925. 

( 6 ) Applications to a Forest Officer by a forest con¬ 
tractor for extension of the period of lease. 

(7) Applications for attestation of private docu¬ 
ments intended to be used outside India, 

( 8 ) Applications for lapsed deposits presented after 
six months after the date on which the amount lapsed 
to the Government. 

(9) (a) Petitions or applicaions presented to the 
Government and not otherwise provided for— 

(i) which involve the exercise or non-exercise of 

power conferred by law or rule having the 
force of law; 

(ii) in other cases. 


(13) Mukhtarnama, vakalatnama or any paper sign¬ 
ed by an Advocate signifying or intimating that he is 
retained for a party when presented to Government. 

Appendix II 

[See answer to question No. 170.] 

Copy of Madras Government’s letter No. 3422, 
Home, dated 29th August 1951, to the Secretary 
to the Government of India, Ministry of 
Transport, New Delhi, 

[Motor Vehicles—Transport Advisory Coucil—Conclu¬ 
sions relating to item No. Ill—Report of the Motor 
Vehicles- Taxation Enquiry Committee—Ratification of. 
Reference .—Your letter No. 4-T(13)/51, dated 1st July 
1951 and Madras Government letter No. 118915-Tr. Ill/ 
51-3, Home, dated 1 st August 1951.] 


(b) Applications or petitions presented to the Board 
of Revenue of Chief Executive Authority and not 
otherwise provided for— 

(i) which Involve the exercise or non-exercise of 

power conferred by law or rule having the 
force of 1 W; 

(ii) in other cases. 


(c) Applications or petitions not falling unde 
clauses (a) or (b) and presented to a public officer o 
m a public office and not otherwise provided for~~-~ 


(i) which involve the exercise or non-exercise of 
power conferred by law or rule having the 
force of law; 


(ii) in other cases. 


* 


Applications for arrest or attachement before 
judgment or for temporary injunctions— 


(i) when presented to a Civil 
Court other than the High 
any suit or proceeding; and 


Court or Revenue 
Court in relation to 


(ii) when presented to the High Court. 


Oriir vxu li{ ^ 1 ti i° nS K<? r p , et i tions under section 47 an 
redurc^ 1 ’ R 1 S 58 and 90 ‘ of the Code of Civil Pr< 


(0 ^unsif^Court; 0 C ° Urt ° r 3 Distri < 

Sub-Coiirt ofa Kkt Court?* ^ C ° Urt ' Madras ’ 

(iii) when filed in the High Court. 

73 1 anH^ 7 d li n? t +v, nS T°j- pet m ions under sections 34, T. 
73 and 74 of the Indian Trusts Act, 1892. 


I am to say that the Government of Madras gene¬ 
rally endorse the conclusions reached at the twelfth 
meeting of the Transport Advisory Council held in 
April 1951 on the report of the Motor Vehicles Taxa¬ 
tion Enquiry Committee, subject to the following 
reservations : — 


I, Policy—Paragraph (2).—The Council has recom¬ 
mended that in levying sales tax on motor vehicles, 
spare ^ parts and accessories, their importance from 
the view point of development of transport and the 
undersirability of taxing them as luxuries should be 
borne in mind. The effect which the levy of a luxury 
tax will have on the improvement of transport was 
taken into consideration by this Government when 
they decided to levy additional sales tax on motor 
vehicles, spare parts accessories at a single point, 
treating them as luxury articles. In view of this and 
in view of the fact that this Government can ill afford 
to forego income from any of the existing sources of 
revenue owing to the mounting expenditure in all 
directions, the Government of Madras regret that 
they cannot endorse this conclusion. 


II. Central taxes .—The Council has recommended 
that a freight pooling cess of 1 £ annas per gallon 
should be levied so as to ensure uniform petrol prices 
throughout India. The effect of the imposition of the 
proposed cess of annas will be that the cost of 
petrol obtaining at present in Madras State is likely 
to be enhanced. The Government of Madras reiterate 
the views expressed by their representatives at the 
last meeting of the Transport Advisory Council 
objecting to the imposition of the transport cess pro¬ 
posed and regret that they cannot agree to the imposi¬ 
tion of the cess. 


III State taxes—Paragraph (c),—The Council has re¬ 
commended that all forms of taxation other than 
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motor vehicles tax and sales tax on motor fuel should 
be abolished. The Government of Madras regret that 
they cannot endorse this recommendation as they pro¬ 
pose to examine the question of levy* of a surcharge 
on passenger fares with reference to the recommenda¬ 
tion of the Local Finance Enquiry Committee that 
road transport should pay tax in the nature of a sur¬ 
charge on fares and that the tax should be levied by 
the State Government and shared with the local 
bodies. 

Paragraph (e).—The Council has recommended that 
the Madras rate should be the ceiling but that the 
scale should be in conformity with the scale suggested 
by the Committee. The Government of Madras pre- 
sume that if at the scale suggested by the Committee 
the rate of tax for any class of vehicle is less than 
Madras rate, then it is open to the State Governments 
to raise the rate to the Madras level and that the 
Madras rate should not be lowered. 

Paragraph (f).—The Government of Madras agree 
to the principle that fees charged should only cover 
the cost of services rendered although it may not be 
possible to adhere to it strictly. 

Paragraph (g ).—As regards the recommendations of 
the Council that cultivators* carts should not be sepa¬ 
rately taxed and that a road cess on land revenue 
should be imposed, the Government of Madras consi¬ 
der that the levy of a road cess as contemplated will 
be impracticable under the present conditions as the 
rates of land cess and education cess in the State are 
already very high. 

Paragraph (h).—As regards the levy of tolls at river 
crossings referred to in items (ii) and (iii) of this 
paragraph, the Government of Madras consider that 
they should be free to levy tolls according to the rules 
framed by them irrespective of the source from which 
the road or bridge is financed. 

IV, Local taxes—Paragraph (b) (iii).—The Govern¬ 
ment of Madras do not endorse the recommendation 
that links in National Highways should be financed 
mainly by local taxation. As the links form part of 
National Highways, the Government of Madras consi¬ 
der that the Central Government should assume finan¬ 
cial responsibility in regard to their maintenance and 
improvements. 

VI. Distribution of the proceeds , of taxation. —Para¬ 
graphs (4) and (5).—The Government of Madras do 
not agree in principle to the constitution of a State 
Hoad Fund. In the present context of straitened eco¬ 
nomy, the constitution of a separate Hoad Fund for 
this State will be no more than of paper value. 

All the funds required for the 5-year plan of this 
Government are to be found from several sources 
which include inter alia additional taxation and assis¬ 
tance from the Centre. When all these sources come to 
be actually tapped and there is a fair prospect of realiz¬ 
ing the money required for implementing the schemes 
included in the plan, the question of forming a separate 
State. Hoad Fund can be considered, if after giving 
priority to essential schemes of electricity and irriga¬ 
tion, money can be found to finance road development 
works by creating a separate fund for the purpose. 
Even then, the Government of Madras consider that 
they should be free to sanction expenditure from the 
Fund without interference by the Government of . 
India, subject, however, to agreed principles necessi¬ 
tated by the need for co-operation. 

IX. Miscellane oils— Paragraph (a).—The Govern¬ 

ment of Madras request that the full details of the 
practice obtaining in the United Kingdom regarding 
the collection of tax on motor vehicles through select¬ 
ed post offices may be ascertained and communicated 
to them for examination and adoption of a similar 
procedure in the State if necessary. 

Paragraph (b).—The question of acceptance of 
crossed postal orders towards tax due in respect of 
motor vehicles is under the consideration of this Gov¬ 
ernment, 

Thus for the settlement of the estates - all that is neces¬ 
sary is to go through the processes of soil classifica¬ 
tion and classification of irrigation sources according 
to their capacities, and group the villages according to 
the grouping adopted for the ryotwari villages in the 
neighbourhood. As the money rates found in the reset¬ 
tlement notification selected for the settlement of the 
estates have to be adopted in the settlement without 
any variation, the other processes referred to have be¬ 
come unnecessary. 

Special point (m).*—A beginning was first made by 
the work of survey and settlement of estates as much 
technical staff as possible from the permanent survey 

♦Since levied—See aDswer to Question, 


ranges and as many subordinates with previous settle¬ 
ment experience as possible from the District Revenue 
establishments. Thereafter, candidates for service in 
the estates, survey and settlement parties weer periodi¬ 
cally recruited and trained in the work before appoint¬ 
ment, with the result that there were on the eve of the 
partition of the Madras State, six survey parties, four 
survey detachments, four survey sections (in the ranges) 
and four settlement parties, engaged on the job. 

ENTERTAINMENT TAX. 

Question No. 172. 

This tax is usually levied on tickets of admission to 
entertainments or amusements , of which the cinema 
is by far the most important . In this regard, the Cine¬ 
matograph Industry Enquiry Committee considered 
the incidence of the tax on the industry too heavy . 
Do you agree with this view and, in particular , do you 
consider that the rates have reached the point of dimi¬ 
nishing returns. 

The Committee also suggested uniformity in the 
rates of duty which differ widely from State to State . 
Do you agree with this view ? If so, how should it be 
achieved ? 

How far would you apply graduation in the rates of 
entertainments tax? 

What modification in the system of levy would you 
suggest ? 

The tax is levied in respect of all kinds of entertain¬ 
ments held in the State subject to the destrictions, 
concessions and grant of exemptions made from time 
to time. The major yield of entertainment tax is from 
the exhibition of cinemas. The rates now levied by 
the Government in respect of cinematograph exhibi¬ 
tions are very modest as enumerated below : — 

Percentage of tax 

If the value of the ticket excluding tax ia not 

more than 5 arm as . . . . 20 

If the value of the ticket excluding tax is 

more than 5 annas but not more than 

Rs, 1 - 8-0 . 25 

If the value of the tickets excluding tax is 

more than Rs. i-8-O . . . . 33J 

The entertainment tax is more or less a luxury tax 
and when viewed so, the rates adopted by this State 
cannot be said to be excessive. 

The department is having statistics of tax collected 
alone and not net amount realized by the produ¬ 
cers, distributors and exhibitors. It cannot be said 
with any amount of certainty that the rates of tax 
have reached the point of diminishing returns in the 
absence of comparative figures for the pre-war and 
post-war period. 

It may, however, be noted that cinema receipts have 
decreased in recent years in several parts of the coun¬ 
try due to economic depression, unemploment and 
screening of poor quality pictures, while the produc¬ 
tion costs of the cinema industry have increased. 

The entertainment tax is a tax on amusements, and 
it has to be levied having regard to the social and 
economic conditions of the people. Each State has 
got to levy the tax with particular reference to 
the conditions obtaining in' that State. So, uniformity 
in regard to levy of entertainments tax is not a prac¬ 
tical proposition. 

Graduation in the rates of tax is in force in the 
Madras State, as well as in. several other States. 

The system obtaining in the Madras State does not 
seem to require radical change. 

Question No, 173. 

What principles would you adopt in regard to 
exemptions ? Should the criterion be: 

(i) character of the entertainment (e.g., educa¬ 

tional film); 

(ii) nature of object to lohich net receipts are 
applied (e.g., charity show); 

(iii) class of persons ■ admitted to entertainment 
(e.g., lowest class of ticket ); 

(iv) any other factor ? 

There is already a provision (section 8) in the 
Madras Act under which exemption from payment of 
tax can be granted to certain entertainments, i.e., 
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charity shows, educational scientific or cultural enter¬ 
tainments, industrial, agricultural or health exhibi¬ 
tions, etc. Besides this, section 9 of the Madras Act 
provides for the refund of tax in cases, where the net 
proceeds of the entertainment are utilized for a chari¬ 
table or religious cause and the expenses incurred do 
not exceed 25 per cent of the gross proceeds. 

It will be administratively inconvenient to provide 
for the grant of exemption, based on the character of 
each entertainment, as it will lead to several anomalies 
and interpretations. The law governing the exemptions 
on the above basis cannot be effectively enforced. The 
term “character” is vague and is capable of being in¬ 
terpreted in more than one way, and so it does not 
seem desirable to lay stress on the character of the 
entertainment. 

There is also no justification for granting exemp¬ 
tion from payment of tax to certain classes of tickets. 

It appears feasible and desirable to allow exemp¬ 
tions from payment of entertainment tax, with refer¬ 
ence to the nature of the objects, to which the gross 
or net proceeds are applied. The entertainments got 
up in support of charitable institutions, and for the 
revival of the arts (dramatic art in particular), with 
special reference to our cultural heritage, may deserve 
special recognition at the hands of the State. 

In cases of emergency, where relief and succour have 
to be provided for, on a large scale, every attempt to 
raise funds by way of entertainments, is given sympa¬ 
thetic consideration and such entertainments are given 
the relief of exemption from tax. 

Question No. 174. 

Hotu important is evasion of the entertainments tax 
and what methods of evasion are practised? What 
steps would you take to minimise evasion? Should 
there be a restriction on the number or proportion of 
complimentary tickets issued ? Should collection be 
more generally by stamps? 

The methods of evasion usually practised are as 
follows : — 

(1) Admitting people without the issue of tickets; 

(2) Issuing tickets that were already used without 
cutting them into two. 

(3) Issuing too many free passes, 

Surprise inspections, proper check of accounts, com¬ 
paring the collections of the day with the tickets sold 
and verifying the second half of the tickets will mini¬ 
mise such evasions. Free passes may also be restricted 
for every show. On the whole, the magnitude of eva¬ 
sion in this State is not alarming. Collection of tax by 
stamps will be administratively difficult and also incon¬ 
venient to the proprietors, as experience shows that 90 
per cent of the proprietors choose to pay the tax on 
the basis of “returns”. 

Question No. 175. 

Would you suggest the extension of the scope of 
application of the tax to any other organized and con¬ 
veniently taxable forms of entertainment not taxed at 
present? Would you recommend the exclusion from 
the scone of the tax of any kind of entertainment 
which is taxed at present? 

The Government have not considered these aspects 
yet. 

TAX ON THE CONSUMPTION OR SALE OF ELECTRI¬ 
CITY. 

Question No. 176. 

A tax on the consumption or sale of electricity is 
levied, in several States in India. Do you consider that 
this is a suitable tax and may be adopted by other 
States? Would you restrict it to consumers of energy 
for domestic purposes or would you extend it to sales 
for industrial uses also? 

Cheap power being a sine quo non of increased and 
more efficient production of industrial goods and 
agricultural products and of their sale at reasonable 
prices, a tax on the consumption or sale of electricity 
would be a retrograde step and might tend also to 
increases in price levels, both of agricultural pro¬ 
ducts and manufactured goods. In this State, the bulk 
of the power (over 99 per cent) is generated by the 
State Government themselves and sold at tariff rates 
which are equitable both to the State and the licensees 
or to the _ consumer. A duty on power supplied to 
licensees is already being levied and this together 
with the provisions of the Central Electricity (Supply) 
Act, 1948, tends to limit the profits of licensees and 


also keep the tariffs charged by licensees at a reason¬ 
able level. As bbth the State and the licensees can 
adjust tariffs and as the present tariffs are not capable 
of being enhanced without damaging industrial and 
agricultural development, a tax on sales of power by 
the State Government direct to the consumer or any 
change in the levy of a duty on licensees is not called 
for, nor would it be justifiable. 

On the purely theoretical question whether the duty 
should be restricted to energy supplied for domestic 
purposes only, this Government are of the opinion that 
all supplies of power, for whatever purposes, should 
be liable to the tax, if a tax were to be levied. 

Question No. 177. 

In respect of domestic purposes — 

(a) should a distinction be drawn between the 
electrical energy consumed for lights and 
fans and the energy consumed for other 
domestic purposes ( frigidaries, heaters radios 
etc.)? On what principles would you deter¬ 
mine the rates of duty? 

(b) what exemptions would you suggest and on 
ip hat basis? Would you apply a lower rate 
of duty to small consumers? 

If at all a tax on Power is to be levied by any 
State, no distinction need be drawn between energy 
sold for lights and fans and power sold for other 
purposes. The additional burden, if any, should be 
uniform. 

The Electricity Duty Act in this State under which 
a duty is levied on licensees, provided for the exemp¬ 
tion from the duty of energy sold below a particular 
price and below a specified total quantity. Electricity 
tariffs are usually a complex structure, designed to 
give large quantities of bulk power at comparatively 
cheaper rates to industries which have essentially to 
utilise large blocks of Power, and to give cheap 
power for agriculture and take into account also the 
condition of small consumers. 

Question No. 178. 

If you are in favour of a duty on energy used for 
industrial purposes , on what principles would you 
determine the rates ' of duty? What exemptions would 
you provide for and on what basis? 

This is covered by the answers to Questions Nos. 
176 and 177. A duty on energy used for industrial 
purposes as such is totally uncalled for in present 
conditions of industries on the whole and industrial 
development generally. 

Question No. 179. 

How ivould you m-odify your suggestions in reply 
to the foregoing questions if electrical energy — 

(i) is entirely supplied by Government under¬ 

takings in a State, 

(ii) is supplied by Government undertaking in some 
areas of a State and private undertakings in 
other areas? 

This is covered by the answers to Questions Nos, 
( 176 to 178. 

Question No, 180. 

What degree of uniformity as between different 
States would be desirable in regard to the levy of 
electricity duty? How would you achieve it? 

Conditions of* generation, transmission and distri¬ 
bution, of power, and conditions of agricultural and 
industrial development vary from State to State. It 
would be futile to contemplate any degree of unifor¬ 
mity as between different States in the matter of levy 
of any duty on Electricity. Each St site must deal with 
the question in the light of the circumstances prevail¬ 
ing within its limits. 

BETTING AND PRIZE COMPETITION TAXES 
Question No. 181, 

The betting tax is confined in practice to horse 
racing . Have you any suggestions to make regarding 
the rates of betting tax , the number of levy of the tax , 
and the measures which may be adopted for minimis¬ 
ing evasion of the tax? 

The betting tax consists of two kinds of tax — (a) 
Totalizator tax and (b) Betting tax. 

(a) Totalizator tax.-^This is levied on backers in 
respect of all moneys paid by them into any totaliza¬ 
tor by way of stakes or bets. 
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The tax on this is levied at 124 per cent of every 
sum paid into the totalizator in Madras. 

(b) Betting tax .—This is levied on book-makers, in 
respect of all moneys (exclusive of the amount of 
the bets) paid or agreed to be paid by them to 
backers, in consequence of the winning by the latter, 
of bets made in a place within the race enclosure. 

The rate on this is 124 per cent of every sum paid 
out by a book-maker to the winning backer, the 
amount of the bet being excluded. 

Totalizator is a mechanical contrivance and there 
could not be any evasion of tax. 

If the accounts of the book-makers are verified and 
checked often, the evasion can be minimized. 

Question No. 183. 

Do you consider it practicable to extend the bet¬ 
ting tax to other forms of betting1 To which and howl 

Question No. 183. 

Have you any suggestions to make regarding the 
tax on prize competitions, e.g., on crossword puzzles 1 
To what extent is uniformity between States desira¬ 
ble in regard to rates, etc., and what steps would you 
take to bring about such uniformity ? What sugges¬ 
tions can you make in regard to preventing evasion 
or avoidance of the taxi 

It is practicable to extend the betting tax to cross¬ 
word puzzles and other prize competitions. The tax 
can be levied on the entrance fee collected. Entrance 
fee varies according to competitions. In some, en¬ 
trance fee is collected for every coupon and in some 
for every column in a coupon. So it wil be easy if 
tax is fixed at the rate of 1 of the rate of the en¬ 
trance fee. 

In this case, the principle of uniformity of tax is 
essential. The competitions can be conducted from 
any State and the competitors need not be only from 
that State. As such, if the tax differs from one State 
to another, there will be no difficulty for those who 
conduct such competitions to safely shift their head¬ 
quarters to that State, where the tax will be low. In 
qrder to check such ‘evasions’, and to bring about 
uniformity of tax, the best method appears to be to 
entrust legislation in this .regard to the Central Gov¬ 
ernment. Moreover, competitions are not run from all 
States, even though they are patronised on a large 
scale. The tax collected from competitions will have 
to be distributed among all States, on an equitable 
ba^s.* 

Usually, the entrance fees are paid by money orders, 
Cross postal orders or a few coupons sold specially 
for this. The persons who run the competitions may be 
asked to keep accounts for the Hceipts of entrance 
fee and they may be checked by the officer on every 
closing date of a competition. If this is done, evasion 
of tax can be minimised. 

LOCAL TAXATION 

Answeh to Questions Nos. 185 to 228. 

Question No. 185, 

Do you consider that the system of local taxation 
in India is generally satisfactory and that the need 
for improvement is confined to matters of relative 
detail1 

If not, what in your view are its major defectsl 
To what extent are they related — 

(a) to the framework — constitutional, legal, etc.— 
within which the systefn operates, or 

(b) to the actual operation of the system ? 

If possible, please illustrate your reply by refe¬ 
rence to the position, as you know it in one or more 
States. What remedies would you suggestl 

Question No. 186. 

If the framework is defective, is any part of its in¬ 
adequacy traceable to the Constitution ? Please ex¬ 
plain your point of view in some detail In particular , 
would you recommend the inclusion in the State List 
(from which all local taxes are derived ) of any taxes 
which are particularly suitable as items of local taxa¬ 
tion but which do not now figure in that List? Are 
some of these taxes altogether new taxes or are they 
included in the Union Listl More specifically, have 
you any comment to make on the recommendation of 
the Local Finance Enquiry Committee that “terminal 
taxes on goods or passengers, carried by railway , sea 
or air should be transferred from the Union List to 
the State Listl 

48—1 T. E. Com. (N.D.) v 55). 


The system of local taxation obtaining in the Mad¬ 
ras State is satisfactory but it is not adequate. The re¬ 
sources now assigned to local bodies are generally in¬ 
adequate, considering the services which they have to 
render. There is a need for finding additional sources 
of revenue to local bodies. Local bodies may be em¬ 
powered to levy a tax on passengers carried by rail¬ 
way to their areas in the case of pilgrim centres (the 
tax in this case being called the pilgrim tax, as at 
present) and large cities and big industrial towns. The 
railways should collect the tax as a surcharge on rail¬ 
way fares and credit the amounts to the local body 
concerned. At present, the terminal tax on passengers 
carried by railway is in the Union List (item 89). This 
item should be brought to the State List. 

A more liberal policy is necessary on the part of 
the Central Government in respect of local taxation on 
their buildings and lands in the jurisdiction of local 
bodies. At present, under Article 285 of Constitution 
of India, Central Government properties are wholly 
exempt from local taxation except: 

(1) Railway properties which were assessed to 
local tax before 26th January 1950; and 

(2) other Central Government properties which 
were assessed to local tax before 1st April 
1937, 


The necessary Central legislation should be passed 
requiring the Central Government to pay contribu¬ 
tions to local bodies equal to the amount of taxes 
leviable on Central Government buildings at the rates 
applicable to private properties. 

Question No. 187. 

Arising from the foregoing question, what considera¬ 
tions would you take into account in judging the 
suitability of a particular tax for purposes of local taxa¬ 
tion1 In so far as a tax suitable in relation to one 
local body may not be suitable in relation to another, 
what characteristics of the local body itself, as a tax 
authority, would you include among the considerations 
relevant for the assignment of suitability 1 Plase re¬ 
late your answer to the different categories of local 
bodies, viz., broadly: 

I Urban — 

A. City corporations. 

\ 

B. Municipalities (including cantonment 

boards). 

II Rural — 

C. Local boards. 

D. Village panchayats * 

In the case of pilgrim centres which are resorted to 
by pilgrims throughout the year, the tax may be 
levied throughout the year. Where the occasion for 
pilgrimage is confined to specified period in a year, 
the levy may be restricted to such periods. The tax 
may be levied by the local body which has jurisdiction 
over the place of pilgrimage, whether that local body 
is a city corporation, a municipality, a district board or 
a panchayat. 

In the case of tax on railway passengers other than 
pilgrims, the levy may be restricted to the cases of 
cities and industrial towns having a population 
exceeding one lakh. However, in the case of hill 
stations like Ootacamund, Coonoor and Kodaikanal, 
and health resorts like Courtalam, the tax on railway 
passengers may be levied by the local body concerned 
(municipality or panchayat, as the case may be), irres¬ 
pective of the population of the local area. 

Question No. 188. 

Assuming that the State List is, or can be made, 
adequate, is the framework defective in individual 
States in the sense that it fails, at important points, 
to ensure proper devolution, i.e. (in this context) pro¬ 
per transference of tax-power from the State List to 
local bodiesl If so, please answer Questions Nos . 189 
to 194 with reference to the actual arrangements for 
devolution (as they emerge from the sum —total of the 
relevant State laws, rules, administrative orders and 
administrative practices) in the particular State or 
States to which your comment relatesl 

Question No. 189. 

Is there failure to provide for the devolution of one 
or more suitable taxes upon an appropriate category 
of local bodiesl If so, please give, with reference to 
each such category, instances of taxes which it would 
be particularly suitable for that category to levy, but 
which , for insufficient reasons, it is not empowered to 
levyl 
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In the Madras State, the State Government are 
maintaining certain main roads and local bodies main¬ 
tain the rest. The tax on motor vehicles is, however, 
levied by the State Government and credited to State 
funds, fixed contributions being given from the State 
funds to local bodies, to the extent of the loss of their 
income from tolls and tax on motor vehicles, based on 
the average of the income for the three years ended 
with 1930-31. Several local bodies have urged a revi¬ 
sion of the basis for sharing this revenue. This ques¬ 
tion requires consideration. 

Question No. 190. 

Is there failure to prevent the devolution of unsui¬ 
table taxes ? In other words, are taxes allowed to be 
levied which are manifestly unsuitable for levy by the 
particular category of local bodies? Please give in¬ 
stances ? 

The answer is in the negative. 

Question No. 191. 

Is there failure to make devolution sufficiently 
prompt and flexible ? For example: Is the procedure 
dilatory in actual practice ? Is specific approval in¬ 
sisted upon where general authorization would do? 
Are unncessary conditions imposed on the power to 
levy? Please give instances . 

The answer is in the negative. 

Question No. 192. 

Is there failure to make devohition sufficiently diver¬ 
sified in relation to the capacity of particular local 
bodies to exercise particular powers ? Thus , do the 
legislation, regulation and administration, taken to¬ 
gether , show inadequate appreciation of the distinc¬ 
tion between — 

(i) categories of local bodies; a tax-power which 
may be wholly unsuitable for one category 
may be very suitable for another; 

(ii) degrees of development among local bodies of 
the same category: e.g M a tax-power not sui¬ 
table for some village panchayats may be 
suitable for others. Please give instances, 

The answer is in the negative. 

Question No. 193. 

(a) In respect of individual taxes , does the devolu¬ 
tion take sufficient account of the extent to which 
power may be transferred* e.g., 

(i) poioer to decide whether or not to levy the tax; 
or 

(ii) power to decide the rate of levy of the tax; or 

(in) power to assess the tax; or 

(iu) power to collect the tax; or 

(v) different combinations of the above 

(b) In the same connection, is adequate use made of 
of the different conditions which may be attached to 
powers mentioned above , e.g.— 

(i) condition making the levy of the tax conipul - 
sory at a stipulated minimum rate ; 

(ii) condition that the rate of levy shall be subject 
to a stipulated maximum; 

(Hi) condition to ensure the relative independence 
of the assessing agency; and 

( iv ) condition that a particular standard of collec¬ 

tion shall be maintained ? 

(c) With reference to particular taxes and particular 
categories of local bodies, please give instances, if any, 
illustrative of the following: — 

(i) a power is withheld altogether, though a cer¬ 
tain degree of power with, if necessary, cer¬ 
tain conditions, might be transferred; 

(ii) the degree of power transferred might be 
higher or lower; and 

(iii) the conditions attached might be more restric¬ 
tive or less restrictive, 

(a) & (b) The answer is in the affirmative. 

(c) There are no such instances. 

Question No. 194. 

Is the devolution defective in that therb are concur¬ 
rent and overlaping powers exercisable by the State 
Qovernment and the local body ? Please give instances 


and explain the disadvantages involved in actual 
practice. 

The answer is in the negative. 

Question No. 195. 

(a) Is there, in your opinion, defective co-ordina¬ 
tion— fiscal, administrative or other —between particu¬ 
lar local taxes and allied State or Central taxes? 
Please give instances and point out the nature and 
order of the detrimental effect, if any, on the public 
or on trade, industry , etc. What remedies would you 
suggest? 

(b) Does the lack of co-ordination, in any particular 
instance, result in unnecessary duplication of staff or 
other forms of wasteful administration? Does it lead 
to needless harassment of the tax-payer by . different 
tax-agencies ? What remedies would you suggest? 

Question No. 196. 

Apart from defects traceable to the Constitution 
(Question No. 186) or to the legal and other arrange¬ 
ments for devolution in individual States. (Questions 
Nos. 188 to 194) or to inadequate co-ordination bet¬ 
ween the different tax-structures. Central, State and 
Local (Question No. 195), are there any other impor¬ 
tant types of defects in the framework of the system? 
Please give instances. What remedies would you 
suggest ? 

It may be desirable in the case of municipal pro¬ 
perty tax on agricultural^ lands within municipalities 
that the assessment and collection of municipal tax is 
made by the Revenue Department of the State Gov¬ 
ernment along with the land revenue and the amount 
credited to the municipalities concerned, just as in the 
case of land-cess in non-municipal areas, the munici¬ 
pal tax on such lands being assessed on the basis of 
land revenue only. The municipal staff have so far 
been assessing and collecting the municipal property 
tax on such lands independently. The Madras District 
Municipalities Act will have to be amended to give 
necessary powers to the Revenue Department. 

Question No, 197. 

Have you any comments to make on the proportion 
borne by the tax revenue of different categories cff 
local bodies to — 

(?) non-tax revenue other than grants-in-aid , and 

(ii) grants-in-aid? 

The proportion of grants-in-aid to the tax revenue 
is greater in the case of district boards than in^the 
case of municipalities. This is because the tax re¬ 
sources of municipalities are greater than those of 
district boards. 

Question No. 198. 

Do you consider that local bodies fail to make full 
use of the tax resources available to them ? Would 
you agree that they should use their powers of taxation 
fully before receiving further grants-in-aid as a means 
of adding to their resources ? 

In the Madras State, where a municipality fails to 
levy the property tax at an adequate rate, the Gov¬ 
ernment in exercise of their power under section 81-A 
of the Madras District Municipalities Act, 1920, com¬ 
pel the municipality to raise the rate to an adequate 
level. In the case of education-cess also, the Govern¬ 
ment in exercise of the power conferred by the Mad¬ 
ras Elementary Education Act' 1920, as amended, 
compel district boards to raise the rate up to a maxi¬ 
mum of three annas in*the rupee. The Madras Gov¬ 
ernment are following the principle that local bodies 
should use their powers of taxation fully, before receiv¬ 
ing further grants-in-aid of their resources. 

Question No. 199, 

If it was necessary to equip local bodies with addi¬ 
tional resources beyond their powers of taxation, which 
of the following alternatives would you prefer and 
why : — 

(?) transfer of additional poioers of taxation ; 

(ii) assignment of a proportion of a tax or taxes 
collected by the State Government, tvithin the 
area of a local body, (a) with the local body 
exercising no responsibility in respect of the 
tax or taxes, (b) with the local body exercising 
responsibility of different degrees (e.g., for 
assessment, collection , etc ), in respect of the 
tax or taxes ; 

(iii) grants-in-aid? 
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Alternative (ii) is preferable, the local body exercis¬ 
ing no responsibility in respect of assessment and collec¬ 
tion of taxes. If grants are given in aid of the general 
resources of local bodies, the more vociferous local 
bodies will get larger amounts than others. The giving 
of grants-in-aid of general resources will encourage 
local bodies to be extravagant in expenditure and to 
become financially irresponsible and will lead to 
clamour from individual local bodies to more and more 
grants for themselves. However, in the cases of specially 
poor local bodies like the Nilgiris District Board, where 
there is no possibility of increasing any tax revenue 
appreciably, increased fixed grants-in-aid of general 
resources may have to be given, subject to the condition 
that the district board should not without the sanction 
of the Government incur any expenditure in excess of 
the budget provisions approved by Government. 

Question No. 200. 

Since (a) lands under non-agricultural use , (b) build¬ 
ings and (c) income from both these are subject to taxa¬ 
tion by — 

(1) the Union (section 9 of the Income-tax Act), 

(2) the States ( non-agricultural assessment and , in 
some States, urban immovable property tax), 
and 

(3) local bodies. 

It is sometimes contended that there is multiple taxation 
of the same source of income and that, in any case, there 
is need for correlating these different taxes into a more 
rational system. Do you agree with this view ? If so, 
what scheme would you suggest for the purpose ? Would 
you adopt a uniform basis of valuation for all the taxes 
concerned, Central, State and Local ? What basis would 
you adopt: the capital value of the property or its 
annual rental value ? 

In the Madras State, the State Government does not 
levy urban immovable property-tax; but the State 
Government levies ground-rent on house-sites in towns 
in certain cases on the basis of extent. The municipal 
property-tax on buildings and lands occupied by or 
appurtenant to buildings is levied on the basis of the 
annual rental value. In the case of a few classes of 
buildings which are not ordinarily let and the gross 
annual rent of which cannot be estimated, the annual 
value is deemed to be six per cent, of the capital value. 
Panchayats levy house-tax either on the basis of annual 
rental value or on the basis of the capital value or on 
the basis of the plinth area and the nature of the house 
such as terraced, tiled or thatched. Lands in municipali¬ 
ties are assessed to municipal property-tax; but in 
panchayats, lands under non-agricultural use are not 
assessed to tax by the panchayats. Correlation is possi¬ 
ble in this State only in respect of income-tax on build¬ 
ings and lands and the municipal property-tax and the 
panchayat house-lax, where it is levied on the basis of 
annual rental value. In these cases, the annual value 
determined for the purposes of assessment to the munici¬ 
pal property-tax or the panchayat house-tax may be 
taken as the basis for assessment of income-tax on the 
properties concerned, 

Question No. 201. 

If the question of valuation was confined to the levy 
of urban immovable property-tax by States and general 
property-tax by local bodies, what basis would you 
adopt : capital value or annual rental value ? Do you 
agree with the recommendation of the Local Finance 
Enquiry Committee that “ there should be no change 
from the well-tried basis of rent to the more or less 
uncertain basis of capital value ”, but that where 
“municipalities are actually adopting capital value as 
the basis and there is no complaint , that basis may 
continue **? 

As already stated, the State Government does not 
levy urban immovable property-tax in this State. The 
recommendation of the Local Finance Enquiry Com¬ 
mittee that “ there should be no change from the well- 
tried basis of rent to the more or less uncertain basis of 
capital value” is acceptable, except in the case of such 
lands in municipalities as are not used for agricultural 
purposes and are not occupied by or adjacent and 
appurtenant to buildings. In the excepted cases, the 
lands can be adequately assessed only on the basis of 
the capital value, because their annual value is almost 
nothing, though they are very valuable house-sites. 

Question No. 262. 

As regards the urban immovable property-tax, the 
Local Finance Enquiry Committee says in. effect that, 
even though property-tax generally should be left to be 
exploited by local bodies, it would be both expedient 
and suitable for the Government ( i ) to levy on urban 
immovable property-tax when a municipality fails to 
levy a property-tax in spite of a statutory obligation to 


do so or (ii) to continue to levy the tax when a muni¬ 
cipality refuses to increase its property-tax to the extent 
the State Government is prepared to reduce its urban 
immovable property-tax ♦ Do you agree with this view ? 
Have you any other comments to make on the urban 
immovable property tax ? If you consider it a suitable 
form of taxation for the States, what modifications, if 
any, would you suggest in regard to exemptions, rates 
of levy, mode of assessment and procedure for collec¬ 
tion ? 

The view of the Local Finance Enquiry Committee 
that it would be expedient and suitable for the State 
Government to levy an urban immovable property-tax, 
is not acceptable. The tax should be left to be exploited 
entirely by local bodies. In the Madras State, when a 
local body does not levy the property-tax at an adequate 
rate, the State Government compel the municipality to 
raise the rate of the tax adequately in exercise of the 
power conferred on the State Government by section 
81-A of the Madras District Municipalities Act, 1920. 
Similar action may be taken in all other States also. 
When the State Government have to give several lakhs 
of rupees as grants to municipal water-supply and 
drainage schemes it is inappropriate for the State 
Government to levy an urban immovable property-tax, 
instead of compelling the local body itself to levy and 
collect the tax at an adequate rate. 

Question No. 203, 

What principles would you recommend for adoption 
in regard to the general property-tax ? Would you 
exempt rental values below a particular level ? How 
would you deal with the properties of owner-occupiers 
or of charitable or educational trusts or of co-operative 
housing societies ? What remission, if any, would you 
give for vacancies ? So far as hew buildings are con¬ 
cerned, would you recommend exemption for the first 
few years after constructions, with a view to encourag¬ 
ing house-building ? 

The general property-tax may be levied on all build¬ 
ings and lands including the buildings and lands of the 
State Governments and the Union Government, on the 
basis of the gross annual rent, which they may be 
expected to fetch from month to month or from year 
to year. A deduction of a minimum of 10 per cent, of 
the annual gross rent may be allowed in respect of 
buildings only on account of depreciation, repairs, etc. 
The municipal general property-tax on agricultural lands 
may be assessed at a certain proportion of the land 
revenue assessment on them. The general property-tax 
on vacant lands not used for agricultural purposes and 
not occupied by or adjacent and appurtenant to build¬ 
ings, may be assessed on the basis of their capital value. 
Properties which have a rental value below a particular 
level may be exempted from the tax, provided that the 
owner does not own other properties in the municipality 
and is not assessable to profession tax or income-tax. 
No distinction should be made in favour of co-operative 
housing societies, except where the buildings of the 
societies are intended to be occupied by the poorest 
classes such as manual labourers and Harijans. In the 
case of properties of charitable or educational trusts the 
properties may be exempted from general property-tax 
in the case of buildings which are actually used for 
charitable or educational purposes. Such buildings need 
not be exempted from service taxes like water-supply 
and drainage, lighting and scavenging taxes. 

In the case of owner-occupied houses, no distinction 
need be made by law ; but it is desirable that the assess¬ 
ing authorities do not estimate the rental value of such 
houses on the basis of extravagant rents which may be 
temporarily prevailing in the neighbourhood on account 
of any extraordinary causes. If a building is vacant for 
more than thirty days in a half-year, a part of the tax 
proportionate to the period of vacancy may be granted, 
subject to a maximum of one-half of the total tax due 
for the half-year. It is not desirable to grant exemption 
to new buildings for the first few years after construction,, 
as the municipal-tax is comparatively a small amount 
and would not give any substantial inducement for 
construction of buildings* 

Question No. 204, 

Should property-tax be progressive ? If so, how and 
to what extent ? 

Property-tax should be progressive at least in big 
municipalities. Buildings may be divided into a few 
classes based on the rental value. The rate applicable to 
a higher class (i.e„ classes having a greater rental value) 
may be greater than that applicable to the lower classes, 
provided that the proportion which the rate on any class, 
bears to the minimum rental value of that class shall 
in no case be smaller than the proportion which the rate 
on any lower class bears to the minimum rental value of 
such lower class. 
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Question No. 305. 

What categories of local bodies should be empowered 
to levy property-tax ? What should be the extent of the 
power in each case, and what conditions , if any, should 
be attached to the exercise of the power ? 

Municipalities, including city corporations and pan- 
chayats, may be empowered to levy property-tax. District 
boards need not be empowered to levy the tax* Muni¬ 
cipalities, including city corporations, may be given 
discretion to levy the tax up to any rate* No conditions 
need be attached in these cases, In the case of pan- 
chayats, however, a reasonable minimum and maximum 
may be laid down for the rate of the tax. 

Question No. 306. 

Have you any suggestions to make in regard to the 
administrative machinery and procedure for the assess¬ 
ment and collection of the property-tax in relation to 
the different categories of local bodies ? 

As far as possible, the assessment and collection of 
property-tax should be made by paid executive officers 
of the local bodies concerned. The power of appeal may 
be vested in a committee of the local body ; but where 
the committee abuses its powers, there should be pro¬ 
vision for Government withdrawing the appellate powers 
for a specified period from the committee and vesting 
it in such officer as the Government may appoint for the 
purpose. 

Question No. 207. 

In so far as certain taxes usually known as “ service 
taxes” —e.g,, water, lighting, drainage and conservancy 
taxes —are levied along with, and on the same basis 
as, the general property-tax by certain local bodies, what 
suggestions, if any , would you make in regard to the 
rates of levy, collection, etc., of these taxes ? Have you 
any comments to make regarding property and service 
taxes vis-a-vis port trust properties, railway properties, 
other properties of the Central Government and proper¬ 
ties of State Governments ? 

The rate of service taxes should be uniform through¬ 
out the area of a local authority and the service tax 
should be assessed and collected along with the general 
property-tax. The rate should be adequate enough to 
cover the cost of the service concerned. The tax should 
be levied on Port Trust properties, Railway properties 
and properties belonging to the State Government or the 
Union Government, on the same basis on which it is 
levied on private properties. However, in order to see 
that the valuation of these public properties are not fixed 
exorbitantly by the local bodies, the valuation should 
be made by a committee in which the local authority 
as well as an officer of the department concerned are 
represented. In addition to these representatives, the 
Collector of the district may also be on the committee. 

Question No. 208. 

Do you consider that the system of local fund cesses 
(viz.,cesses on land revenue, collected by the revenue 
administration and handed over to local bodies ) is satis¬ 
factory in its operation ? If not, what alterations, if any, 
Would you suggest ? Please deal with local boards and 
village panchayats separately, and specify the individual 
State or .States to which your reply relate . In particu¬ 
lar: 

(i) Are minimum and/or maximum rates of levy 
laid down ? Are they in your opinion . either too 
high or too low ? 

(ii) To what extent are the cesses earmarked for 
different purposes (e.g.* road cess, education 
cess, etc.)? Would you extend or curtail the 
system of earmarking ? Should there be a 
general cess in addition to earmarked cesses ? 
In what circumstances ? 

(iii) To what extent do suspensio?is and remissions 
of land revenue affect the collection of the 
cesses ? Have you any suggestions to make in 
this connexion ? 

(iv) Please deal with any special problems connected 
with local fund cesses in 

(a) Part B and Part C States, 

(b) areas in which zamindaris are newly abo¬ 
lished ? 

The system of cesses on land revenue collected ahd 
adjusted by the Revenue Department is satisfactory in 
its operation in the State of Madras. 

(i) & (ii) In the Madras State, land cess for general 
purposes is levied at a fixed uniform rate of two annas 
in the rupee of land revenue, of which one-fourth is 
credited to the panchayats concerned in panehayat areas. 


Education cess is levied by district boards up to a maxi¬ 
mum rate of three annas in the rupee, for purposes of 
financing elementary education. In addition, panchayats 
have power to levy at their option an additional cess 
at three pies in the rupee. In the case of district boards, 
the rate of cess for general purposes may have to be 
increased. An additional optional cess up to one anna 
in the rupee may be levied by district boards. The ear¬ 
marking of cess for elementary education alone will do. 
There should be general cess in addition to the cess for 
elementary education. 

(iii) Suspensions and remissions of land revenue 
should not affect the collection of cesses, except where the 
collection of the whole of the land revenue is suspended 
or remitted in any area. The collection of the cesses may 
be postponed to the time when the land revenue is next 
collected. Meanwhile, the Government may make 
advance payment of the cesses to the local boards, sub¬ 
ject to final adjustment, when the cesses are collected. 

(iv) (b) On account of the reduction of rents on lands 
in the zamindari areas carried out by the Madras Gov¬ 
ernment by legislation, prior to the abolition of zamin¬ 
daris, the income from land cess in zamindari areas has 
decreased. This has seriously affected the finances of the 
district boards concerned. The State Government have 
to give financial aid to these district boards to the extent 
of the loss. 

Question N6, 309. 

Please state your views on the relative merits of octroi 
and terminal tax, in one or more of the forms in which 
they prevail in different parts of the country, from the 
stand-point of — 

(i) the local body concerned, e.g., revenue derived 
and, in comparison with it, cost of collection, 
size and complexity of administration, scope for 
evasion, etc, 

(ii) the person who pays the tax : certainty as to 
'■amount payable and convenience of collection ; 

and 

(iii) the trade, the consumer, etc., incidence and 
effects of incidence, in so far as these can be 
broadly assessed. 

Are octroi and terminal tax mutually exclusive sys¬ 
tems, or would it be permissible and desirable , in certain 
circumstances, to combine the two systems ? 

On an examination of the relative merits of (a) octroi, 
(b) terminal tax and (c) any desirable form of combi¬ 
nation of the two, which particular alternative would 
you recommend for general adoption by local bodies ? 
Do any constitutional or legal difficulties stand in the 
way of implementing your suggestions ? 

Question No. 210. 

Does your examination lead to the conclusion that both 
octroi and terminal taxes are unsuitable as forms of 
local taxation and should, therefore, be abolished ? If 
so, what substitutes would you recommend ? Do you 
consider the suggestion that local bodies should be allow¬ 
ed to levy surcharges on sales tax feasible and desir¬ 
able ? 

Question No. 211. 

If your suggestions involve certain modifications in the 
prevailing forms of octroi or terminal tax. what are the 
changes you would recommend ? 

Question No. 212. 

What rates of levy, exemptions, procedure for collec¬ 
tion and for refunds and arrangements if any for *bond¬ 
ing ’ would you suggest ? 

Question No, 213. 

Should the basis of assessment of octroi be ad valorem 
or by weight, etc. ? How would you provide against 
procedural delays and difficulties ? 

Question No. 215. 

Have you any suggestions to make in regard to the 
better correlation of octroi or terminal tax with allied 
forms of State and Central taxation such as sales tax, 
excises and customs ? 


Both octroi and terminal taxes are generally unsuit¬ 
able as forms of local taxation and may be abolished, 
except the levy of a tax on railway passengers resorting 
to pilgrim centres or big industrial towns or big cities 
or health resorts. The suggestion that local bodies may 
be allowed to levy surcharges on the general sales tax 
requires consideration. 
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Question No. 214. 

Would an extension of the nationalization of motor 
transport make it possible to adopt a simpler and more 
effective system of terminal taxes on goods transported 
by road ? 

The answer is in the affirmative. 

Question No. 216. 

Taxation on goods carried by road is only one of the 
items covered by entry No, 56 of the State List , viz., 
“ taxes on goods and passengers carried by road or on 
inland waterways ”, Have you any comments or sugges¬ 
tions to make in regard to the utilization of this entry 
for purposes of local and/or State taxation ? 

With reference to the tax on goods and passengers 
carried by motor vehicles, information has been furnish¬ 
ed separately about the provisions of the Madras Motor 
Vehicles (Taxation of Passengers and Goods) Act, 1952. 

With reference to the tax “ on passengers and goods 
carried by inland waterways ”, the following is the 
position in the State of Madras :— 

Only licence fees, registration fees, etc. are levied on 
steamers or vessels plying in the declared lines of navi¬ 
gation under the Canals and Public Ferries Act, 1.890 
(Madras Act II of 1890), No taxes are levied on goods 
and passengers carried in the vessels plying in the 
inland waterways. 

No provision is made for the development of inland 
waterways in the Madras State under the Five-Year 
Plan. Canals are less than 100 feet wide and are not 
suitable for water-launches due to wave-wash and 
damage to canal earthern slopes. 

The principal items of revenue are— 

Tolls, testing fees, anual licence fees, six weeks licence 
fees, registration fees, wharfage fees, demurrage fees, 
raft fees, numbering fees, fines, ground rents, mis¬ 
cellaneous refunds, boat rent, other refunds, duplicate 
fees, hire on punts, berm rent. 

Though the revenue receipts show a gradual increa¬ 
se since 1948-49, the maintenance charges have exceed¬ 
ed the revenue receipts, and therefore the net revenue 
is nil. Since the maintenance charges have recently incr¬ 
eased considerably, there is a proposal to enhance the 
licence fees, registration fees, etc. 

The management of canals for navigation is vested in 
the Executive Engineers of the divisions of the Public 
Works Department in which the canals are situated, 
subject to the supervision of the Superintending Engineer 
of the Circle concerned and the control of the Chief 
Engineer, Irrigation. The Superintending Engineers and 
Executive Engineers are authorized to delegate all or 
any of the powers described under section 7 of the 
Canals and Public Ferries Act to any officer or subordi¬ 
nate working under them. These officers are called 
* Canal Officers \ The licence fees, registration, etc., are 
prescribed under the above Act (vide Notification III of 
Navigation Rules for the East Coast Canals Rules and 
Notifications II to V of Navigation Rules for West Coast 
Canals). The collection of fees is made by the canal 
officers. Any person who refuses or evades payment of 
any toll or fee payable under the Act or without due 
authority levies any toll or fee under colour of the Act 
or being empowered to collect tolls or fees under this 
Act, collects or receives any sum in excess of that law¬ 
fully due, shall on convinction by a criminal court be 
punishable with imprisonment of either description not 
exceeding one month or with fine not exceeding Rs. 100 
or with both ( vide section 19 of the Canals and Public 
Ferries Act). 

The canal traffic consists mostly of country boats poled 
or towed by men with ropes from canal berms. The bulk 
of the traffic is goods like rice, foodgrains, lime shells, 
firewood, salt, conconuts, etc. Passenger traffic is on the 
decline. 


Revenue receipts from tolls, licence fees, etc., in the 
composite State of Madras have been as follows :— 


l. Revenue receipts from tolls , licence fees } etc ,— 

(a) Before World War— 

Rs. 

>937-38 ....... 

4,64,829 

1938-39 . 

4,61,628 

(6) During the war and up to 1945-46— 

1939-40 

• 4^70,946 

1940-41 . 

* 4>96,73i 

I94i'42. 

4,88,988 

1942-43. 

6,03,612 

1943-44 • • * . 

. 6,29,484 

1944-45 * ■ • . ' . 

6,13,216 

1945-46 ...... 

6,10,241 


(c) From 1946-47— 


1946-47 .... 

• 


5>95>091 

1947.48 .... 

• 


5*31*233 

1948-49 .... 

* 

* 

6,62,747 

1949-50 .... 

* 

• 

7 ,o 8 , 8 lI 

> 950-51 .... 

• 

• 

8 , 06,764 

2. Expenditure (maintenance charges including 

navigation establishment )— 

(a) Before the war — 

> 937-38 .... 

• 

• 

5 , 28,266 

> 938-39 . 

(b) During the war and up to 1945-56— 

4 . 45.176 

1939-40 * 

* 

♦ 

4 . 65.823 

1940-41 .... 



5 . 15.396 

1941-42 .... 


- 

4 . 59.635 

1942-43 .... 



8 , 24.157 

1943-44 .... 



10 , 79,029 

1944-45 • 


• 

8,53,423 

1945-46 .... 



10 , 66,879 

(c) From 1946-47— 

1946-47 .... 

. 

• 

>2,70,437 

1947-48 .... 


• 

14 , 86,506 

1948-49 .... 

• 

* 

15,84,742 

1949-50 .... 

• 

* 

21 , 81,509 

1950-51 . 

* 

\ 

21 , 24,657 

Question No. 217. 


Should the “pilgrim tax” levied by certain local 
bodies be more widely adopted ? Do you consider that 
a suitable form of taxation on the floating population in 
the bigger cities can be devised ? 

The pilgrim tax levied by certain local bodies should be 
more widely adopted. A suitable form of tax on floating 
population of bigger cities can be devised. A tax in the 
form of surcharge on hotel bills in important centres 
of trade and industry and in bigger cities is one of the 
suitable forms of taxation of floating population by 
local bodies. 

Question No. 218. 

What are your views regarding the desirability and 
feasibility of a “poll tax ” as a form of local and/or 
State taxation ? 

The levy of a poll tax is neither desirable nor feasi¬ 
ble, 

Question No. 219. 

(a) Have you any suggestions , not already covered 
by your previous answers (e,g M on motor vehicles taxa¬ 
tion), to make regarding the levy of taxes on vehicles f 
animals and boats for purposes of local and/or State 
taxation ? 

(b) Do you consider tolls a suitable form of local 
and/or State taxation ? In what circumstances ? 

Taxes on non-motor vehicles and animals are al¬ 
ready levied by the municipalities and panehayats in 
the Madras State. They are suitable forms of taxation. 
It is not desirable to levy a tax on boats, as they are 
used only by the poorer classes of the people. 

Tolls have been abolished in the State of Madras as 
a matter of policy and proposals for their revival have 
not been- welcomed in any quarters. It is not desirable 
to revive them, except in the case of new bridges cost¬ 
ing over rupees five lakhs and ghat roads newly pro¬ 
vided. Even in these cases, the levy should be stopped, 
as soon as the expenditure incurred on the works has 
been recouped. 

Question No. 220. 

The Local Finance Enquiry Committe recommends 
that the limit of Rs. 250 placed on profession tax by 
the Constitution should be raised to Rs. 1,000. Do you 
agree ? Would you recommend the wider adoption of 
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profession tax by local bodies and/or State Govern¬ 
ments ? Which categories of local bodies may suitably 
levy it, and with what safeguards ? Should the levy 
be compulsory in certain cases, and if so what minimum 
level ? What modifications , if any, would you suggest 
in the prevailing forms of levy of this tax ? What 
steps would you take for its better correlation with 
income-tax, from the point of view of incidence or for 
purposes of administration , etc, ? 

The present limit of Ks. 250 per person per annum 
for the levy of profession-tax is sufficient arid need not 
be raised. The tax should be felt to be exploited by local 
bodies and should not be levied by the State Govern¬ 
ment. Municipalities, panchayats and district boards may 
levy it The levy should be compulsory in municipalities 
and panchayats. The minimum income assessable to 
profession-tax may be Rs. 300 per half-year in the case 
of municipalities, panchayats and district boards. In the 
case of city corporations, however, the minimum limit 
of income assessable may be Rs. 600 per half-year. No 
modification is necessary in the forms of levy prevailing 
in the Madras State. In the case of the assessment of 
profession-tax by the local bodies for each half-year, 
one half of the income of a person computed for assess¬ 
ment of his income-tax for that year or for the previous 
year, may b’e taken as his assessable income to profes¬ 
sion-tax for the half-year, wherever the party voluntarily 
produces his income-tax assessment order. 

Question No. 221. 

Certain local bodies/States levy a “ theatre tax ” (on 
each performance , e.g., each cinema show ) under entry 
No. 33 of the State List This is in addition to the enter¬ 
tainment duty levied by the State Government under 
entry No, 62 of the State List What are your views on 
the suitability of this tax for more general adoption ? 

The theatre tax now levied in the Madras State on 
each cinema show in addition to the entertainment tax, 
is suitable for more general adoption. 

Question No. 222. 

Have you any suggestions to make regarding the levy 
of betterment taxes by different categories or local bodies 
(e.g., by a municipality in connexion taitft to ton improve - * 
merit) ? . 

The Madras Town-Planning Act provides for the levy 
of betterment tax in areas covered by town-planning 
schemes statutorily made and executed. Such areas may 
include either the areas within the limits of the local 
authority concerned or the areas in their vicinity. Better¬ 
ment tax realized by the local bodies is not intended to 
be in the form of a taxation but is deemed to be a 
contribution levied, not continually, but for a specified 
period, in order to finance town-planning and town 
improvement schemes undertaken by local bodies. 

The Provincial Town-Planning Enquiry Committee 
constituted in 1947 had occasion to examine the existing 
system of betterment levy and the Committee made 
certain recommendations for the consideration of the 
Government. An extract from the Report of the Com¬ 
mittee and the orders passed thereon by the Government 
is enclosed (vide Appendix). The question of amending 
the Madras Town-Planning Act in pursuance of the 
orders of the Government on the recommendations of the 
Committee is engaging the attention of the Madras 
Government. 

Question No. 223. 

Have you any comments or suggestions to make on 
any items of local taxation not covered by the foregoing 
questions ? 

Question No. 224. 

Have you any general suggestions to make regarding 
the fuller utilization of their tax resources by different 
categories of local bodies ? 

Nil. 

Question No. 225. 

Have you any general suggestions to make regarding 
assessment and collection of taxes by different categories 
of local bodies with a view to making the administration 
in this respect more efficient and more economical ? 

As already suggested in the answer to questions 195 
and 196, the municipal property tax on agricultural lands 
m municipalities may be assessed and collected by the 
Revenue Department of the State Government along 
with land revenue. 

Question No. 226. 

What problems , if any , not covered by the foregoing 
questions, are special to Part B States ? Please state how 
you would deal with them. 


Question No. 227, 

Have you any comments, not already covered by your 
answers, to make on the recommendations of the Local 
Finance Enquiry Committee in so far as they are reje* 
vant to local taxation ? 

Nil. 

Question No. 228. 

Should provision be made for annual labour being 
contributed (a) as an additional tax or (b) in payment 
or part-payment of an existing tax, to one or more cate- 
gories of local bodies or to State Government, in further¬ 
ance of specific local development or h generally, of the 
development programme of the country ? What, in your 
view, are the possibilities and implications of the sugges¬ 
tion ? 

It is not desirable to make provision for manual labour 
being contributed (a) as an additional tax, or (b) in 
payment or part-payment of an existing tax to local 
bodies or State Government, in furtherance of any 
deevlopment scheme. In the Madras Village Panchayats 
Act, 1950, provision was made in section 112 (2) (xvi) 
for the prescription of rules as to the acceptance in lieu 
of any tax due under the Act of any service by way of 
labour, cartage or otherwise. Subsequently, the Madras 
Government have considered that such a provision is not 
desirable. It is accordingly proposed to delete the pro¬ 
visions in the Act/ 


Appendix 

( See answer to Question No, 222.) 

Extract from the Report of the Provincial Town- 
Planning Enquiry Committee Madras (1947), and the 

ORDERS OF THE GOVERNMENT THEREON. 

Betterment contribution—Principles and Procedure .— 
Under section 23 of the Town-Planning Act, a local body 
is entitled to recover from any person whose property 
has increased in value by a town-planning scheme one- 
half of that amount of increase. Just as an individual 
is entitled to claim to be compensated by a local body 
for interfering with his legal rights through the making 
of a scheme, so conversely the local body is empowered 
to recover from an individual a portion of the increased 
value of property which accrues as a result of the mak¬ 
ing of a scheme. The amount recoverable is generally 
referred to as * betterment contribution \ 

The main principles or procedure underlying the levy 
of betterment contribution, as deduced from sections 23 
to 26 of the Act are— 

(i) that it should be levied only where property has 
increased or is likely to increase in value after the date 
of the first notification under section 10 or section 12 , by 
the making of the town-planning scheme ; 

(ii) that the local body should make the claim for 
holding private parties liable to betterment contribution, 
within the time, if any, limited by the town-planning 
scheme not being less than three months after the date 
of publication of the notification sanctioning the scheme 
under section 14 ; 

(iii) that the payment of the betterment contribution 
should be distributed over a term of years jls may be 
fixed in the scheme ; 

(iv) that the betterment contribution should be levied 
annually at a uniform percentage of the increase in value 
not exceeding 10 per cent, as may be fixed in the 
scheme ; 

(v) that the total aggregate amount of the contribu¬ 
tions levied during the specified term of years should 
not exceed one-half of the maximum increase during the 
said term of years ; 

(vi) that the betterment contribution should be a first 
charge on the property on which it is due subject to the 
prior payment of land revenue, if any, to the Govern¬ 
ment thereon ; 

(vii) that the annual amount of contribution should 
be recovered in half-yearly instalments of one-half of the 
amount estimated for each year ; 

(viii) that the levy of betterment contribution shall be 
made from the financial year following that in which 
the scheme takes effect, that is, from the beginning of 
the financial year next to that in which the sanction of 
scheme was notified by Government under section 14 ; 

(ix) that the lands and buildings exempt from the 
property tax should also be exempted from the levy of 
betterment contribution; 

(x) that the annual betterment contribution- should be 
levied at the percentage fixed in the scheme on the 
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difference in value between the market value of property 
estimated at the date of publication of the notification 
under section 10 or section 12 and the market value 
estimated on the 1st of April of the year of assessment; 

(xi) that, if in any year of assessment, the market 
value estimated at the date of publication of the notifica¬ 
tion under section 10 or section 12, does not exceed the 
market value estimated on the last day of April of the 
year of assessment, the betterment contribution should 
not be levied during that assessment year ; 

(xii) that in estimating the market value of property 
either at the date of the publication of the notification 
under section 10 or section 12, or on the 1st of April 
of the year of assessment, the value of buildings or other 
works erected on or in the course of erection on the land 
should not be taken into consideration ; 

(xiii) that, subject to such rules as may be made by 
the Government, in the matter of assessment and collec¬ 
tion of betterment contribution— 

(a) the executive authority will have the same 
powers and will adopt the same procedure for 
the assessment and collection of the betterment 
contribution as he has for the assessment and 
collection of the property tax, 

(b) the persons affected will have the same right to 
receive notice of assessment and object to the 

' assessment and to appeal in respect thereof, as 
they have in respect of the property tax, and 

(c) decisions on appeal will to the same extent be 
final and conclusive; 

(xiv) that the owner of property, should have the op¬ 
tion of requiring the acquisition of his property by the 
local body at the value specified by him or at the market 
value as determined in accordance, with the Land Acqui¬ 
sition Act or that Act as modified by sections 34 and 
35 (as the case may require) whichever is less, in case 
in any year of assessment he objects to the market value 
fixed in that year ; » 

(xv) that the option given to the owner as stated 
above should be availed of by him by giving written 
notice to the local body within thirty days of the date 
on which the determination of his objection or appeal 
becomes final; 

(xvi) that the local body should be free either to 
acquire the property or accept the market value as stated 
by the owner and revise its assessment of the betterment 
contribution in accordance therewith. 

Provision is usually made in town-planning schemes 
according to section 27 (1) (d) of the Act, that the 
claims fdr betterment contribution will have to be filed 
by the concerned local body before the arbitrator within 
a period of 24 months from the date of publication of 
the notification sanctioning the scheme under section 14 
of the Act. The arbitrator should determine in reference 
to the claims made— 

(a) the properties which are liable to the betterment 
contribution under section 23, and 

(b) the market value of the properties liable to such 
contribution as at the date of the notification 
under section 10 or section 12, as the case may 
be, in accordance with the provisions of section 
24, clause (a). 

Any party aggrieved by any decision of the arbitrator 
has a right to appeal, within three months from the date 
of communication of such decision, to the District Judge 
concerned in cases arising outside the City of Madras 
and to the Chief Judge of the Court of Small Causes in 
- cases arising in the City oL Madras. 

We have already pointed out that there has been 
unduly long lapses of time between the dates of first 
notification of schemes and the dates of sanction by 
Government, in respect of a good many schemes, and 
that there are yet several schemes pending sanction 
which were notified several years ago, the duration of 
such lapses ranging from 2 years to 20 years and more. 
Consequently the fixation of the basic value of properties 
in accordance with the Act will be at the rate prevailing 
several years before the date of sanction of schemes. The 
fairness of such value as determined by the arbitrator 
is somewhat doubtful. It has been found extremely 
difficult by the arbitrators to fix the market value of 
properties which prevailed several years ago. By the 
time the scheme is sanctioned, the values of properties 
have become considerably increased and in many cases, 
the original values have become trebled or quadrupled. 
The betterment levy thus becomes anexorbitant demand 
and owners of properties consider such exorbitant 
demand as most unjust and are mostly unwilling to pay. 
The propriety in assessing the value of land as at the 
date of original notification in case where there has 
been long delays for purposes of betterment contribution, 


appears to us to be questionable, although the legal 
position seems to be quite tenable. While, through lapse 
of time the properties have trebled or quadrupled in 
value, the assessment for the levy and its collection is 
to be made for a further period of 20 years or so, as 
provided in the schemes. All these induce great hardship 
and give room to loud complaints and litigation. Further, 
the estimation of market values of several properties 
liable to betterment contribution, year after year, from 
the date of sanction of the schemes and continuously 
for a period of several years is an extremely laborious 
and difficult process. There have also been several cases 
of appeals to the council against the annual assessment 
by the executive authority of the market values, where 
the council has either reduced the assessment consider¬ 
ably or has completely annulled the levy. The levy of 
betterment contribution has not been generally favoured 
by the people, who are entirely opposed to such levy. So 
much so, in their terms of reference, the Government 
have desired us to examine the position clearly and 
suggest an alternative of rationalizing the levy of 
“ Betterment Contribution ”, 

Suggestions of municipal commissioners and others as 
regards alternative methods .—Various suggestions have 
been made by municipal commissioners and others in 
regard to the adoption of alternative methods. Some of 
the important suggestions made are noted below : — 

(i) Total estimated expenditure on account of the 
scheme plus some definite percentage of it may be 
worked out and the same may be collected from among 
the owners in proportion to the extent of land owned 
by them and the collection may be spread over a num¬ 
ber of years. 

The Commissioner of the Adoni Municipality suggests 
that in such case of collection of the cost of scheme plus 
an additional percentage, the recovery of a flat rate may 
cause hardship, as the value and importance of lands 
consequent on the making of the scheme may not be 
equal and that, therefore, the area may be 
divided into zones of importance based on the proximity 
and existing amenities and the immediate prospect of 
their development, the levy of additional percentages 
being scaled down in reverse order. ' 

(ii) The scheme itself may provide for the levy of 
betterment charge fixing the maximum and minimum 
rate, say 1 to 4 annas per square yard for the entire 
scheme area to be recovered in 5 or 10 instalments, 
depending upon the rapidity of the execution of the 
works (Vijayavada Commissioner). 

(iii) The betterment levy may be collected as a sur¬ 
charge on property-tax (just as in the case of education 
tax) the period of levy being determined with reference 
to the cost of improvements contemplated in the scheme. 

The Commissioner of the Corporation of Madras thinks 
that this method will ensure proper levy and speedy 
collection. 

(iv) In the case of an improvement scheme, the better¬ 
ment levy may be made in proportion to the frontage 
of properties (a system, which is very popular in 
America). Even the method of “ Surplus Land Acquisi¬ 
tion ” to recoup the cost of scheme roads may be adopted. 

(v) The value of lands under the betterment area may 
be fixed by the executive authority once in five years 
as is done in the case of other landed property in the 
municipality and the betterment tax collected wherever 
necessary every year on the increase or in a lump sum 
in one instalment, between one quinquennial revision 
and the other. 

(vi) The betterment levy may be abolished altogether, 
as a town-planning scheme brings in revenue in other 
directions, and that if town-planning is to have a bright 
future this should be done. 

(vii) The betterment contribution should commence 
when the improvements are started and should be spread 
over 20 half-yearly instalments. Appeals should be 
provided for. The total aggregate contribution for an 
area should be well below the cost. It may be 50 
per cent. The remaining 50 per cent, should be contri¬ 
buted by the municipality and the Government. A 
compulsory lump sum payment is undesirable, but op¬ 
tional redeemable liability is unobjectionable. 

(viii) In the case of schemes where local authorities 
failed to make claims within the fixed time-limit for 
some reason or other, they should be enable to make 
fresh claims to avoid loss to them. 

Extent of acceptance of the principle of betterment .— 
The general principle that persons whose property has 
clearly increased in market value by an improvement 
effected or by other action taken by local bodies (or the 
State) or to put the same in another form, where a 
local body (or the State) by a particular improvement 
scheme or other action has caused an increase in the 
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value of properties, the local body (or the State) should 
be entitled to participate in such increased value with 
a view to securing a portion of such enhanced value 
in reduction of the cost of public improvements and 
public administration, is, we admit, a very sound 
principle. But in actual practice and experience the 
application of the principle is found to be extremely 
difficult as observed from the various facts revealed or 
expressed by the municipal commissioners and others 
and it is also found that the assessment and collection 
of the * betterment contribution * which is based on that 
principle are beset with great difficulties and obsticles. 
Generally speaking, we may mention here that, under 
a town-planning scheme, increases in the value of 
proparty may arise by reason of improvements executed 
at the public expense, but they may also occur without 
any public expenditure at all, e.p,, restrictions on density 
of building and such other control on building develop¬ 
ment which necessarily appreciates the importance and 
prestige of properties in the area and enhances land 
values in consequence. While the term ‘ betterment * is 
not specifically defined in the Act. it may be taken, in 
its technical sense, to mean any increase in the value 
of land arising from local Government action (or the 
Central Government action), whether positive, e.g,, by 
the execution of public works or improvement, or nega¬ 
tive, e.g. t by the imposition of restrictions on other land. 
The term is not, however, generally understood to include 
enhancement in the value of property arising from 
general community influences, such as the growth of 
urban population, or from special circumstances uni¬ 
versally affecting the country, such as the inflated values 
arising as a result of the conditions created by the war. 
This, indeed, gives rise to a difficulty in the strict appli¬ 
cation of the principle of betterment which is that, if 
property is enhanced in value by reason of a scheme or 
some action, whether positive or negative, by a local 
body or the State, the local body or the State should 
be entitled to recover the whole or some part of the 
increase in values. It is generally a matter of great 
difficulty to prove the extent to which any increase in 
value can properly be attributed to the particular works 
or to making of the scheme in question. 

From the provisions of section 23 of the Act, it seems 
obvious that the betterment contribution should have 
reference only to such increase in value as is attribut¬ 
able to the * making of a scheme’. The expression 
1 making of a scheme ’ is, however, not defined in the 
Act. It appears also, therefore, that a local body would 
not be entitled to recover the whole of any increase in 
value. It would also be unfair to make any claims with 
reference to the whole of the increase since part of the 
increase might be due to private expenditure of the 
owner. Although the Act as a compromise, limits the 
amount recoverable to one-half of the increase, yet in 
the matter of assessment and collection of the better¬ 
ment contribution, this element of increase due to the 
private expenditure of the owner and other causes, 
beyond the question of ‘making of a scheme’, has not 
been taken into account, inasmuch as section 24 pres¬ 
cribes the principles of such assessment and collection 
only with reference to the total increase in the market 
value of properties. No actual differentiation is made 
in the Act between the actual market value of properties 
(which may be due to many causes besides the schemes) 
and the particular market value due to the making of the 
scheme. This defect is a source of great difficulty in 
assessing and collecting the contribution. Presumably, it 
is not even possible or practicable to determine the 
particular market value which may be attributed to the 
making of the scheme. It appears that it is almost 
impossible to give effect to the principle in connexion 
with planning schemes, particularly because of the 
elusiveness of, and the difficulty of precisely assessing, 
the betterment which the Act seeks to charge. 

We understand that the betterment provisions contain¬ 
ed in the Town and Country Planning Acts of the United 
Kingdom have not been successful. The Uthwatt Com¬ 
mittee had observed : 

“To sum up, while we unhesitatingly accept the 
principle of * betterment * as being a fair one, we are 
convinced that the segregation of * betterment * which 
is particularly ascribable to planning is impracticable 
Even in peace time there are almost insuperable diffi¬ 
culties in isolating the effects of planning ordinances in 
the complex of influences causing changes of value ; and 
in the course of and after the present war these diffi¬ 
culties will be accentuated. ” 

After a full discussion of the various aspects of the 
question of betterment levy and of the existing pro¬ 
visions of the Act and how they are worked, we have 
come to the conclusion that the net result of the present 
provisions and practice was that development under 
town-planning has been greatly hampered by those 
provisions. 

In the first place, the actual execution of the scheme 
does not take place when the betterment contributions 


are levied ftbm year to year, but comes into being only 
later and fairly towards the end of a long period. The 
trouble involved for the executive authority in making 
these claims and for the owners to prepare objections 
and meet them and sometimes engaging lawyers, is 
immense. 

Secondly, it is difficult to estimate the actual or even 
the probable betterment in value long before such 
scheme is put into actual execution. 

Thirdly, the claims made from year to year are so 
nebulous that the owners will find it difficult to answer 
them and also feel psychologically that the betterment 
which they have yet to realize has to be paid year after 
year, 

For all the above reasons, it is pointed out that town- 
planning schemes have become very unpopular and in 
many towns we were told that people have deliberately 
left off the town-planning areas and gone out of the 
towns trying to put up houses and buildings in sub¬ 
urban and other areas where no town-planning schemes 
existed. 

We had already observed that the present position 
under the Act is also unsatisfactory to the extent that 
there is no provision at all to separate and distinguish 
the actual or probable betterment in value caused by 
making of the scheme as distinguished from general 
inflationary or other extraneous factors or from even 
the actual investment that may be made by an owner 
for filling up sites, formation of roads, etc. 

All in all, therefore, the present provisions are un¬ 
satisfactory under existing conditions in this country. 

Alternative proposal of Government ,—It was brought 
to our notice that the Government had, on the represen¬ 
tations made to them passed certain order (in G.O. No. 
3155, F. H., dated 17th September 1947) regarding the 
hardships caused to owners by the levy of betterment 
contribution by the Corporation of Madras. Under the 
provisions of the Act, in which they accepted the view 
that the betterment need be confined only to the actual 
cost of the schemes plus a reasonable percentage of that 
sum to (jover losses and other contingent expenditure 
which may be or likely to be incurred generally in 
respect of town-planning, town improvement, slum 
clearance, etc., schemes in the future. We reproduce the 
text of the Government Order referred above— 

“The Government have received representations from 
certain owners of properties in the areas covered by the 
Cathedral Road (South), the Lloyds Road and the 
Thousand Lights Areas Town-Planning Schemes, regard¬ 
ing the hardships caused to them by the levy of better¬ 
ment contribution by the Corporation of Madras under 
the provisions of the Madras Town-Planning Act, 1920, 
and the rules framed thereunder. A general complaint 
has been made that the amounts sought to be collected 
by the Corporation as betterment tax are out of all 
proportion to the total amounts spent by the Corporation 
on the improvements to the areas contemplated under 
the respective schemes and that such a collection will be 
inequitable. On these and other grounds, requests have 
been made for exemption from the liability to pay better¬ 
ment tax to the Corporation. The Corporation has 
considered these representations and in Resolution No. 
183 of 1946, dated 6th August 1946, they resolved that 
the aggregate collections of betterment contribution 
under the town-planning schemes might be so limited as 
to have reasonable relation to the expenditure incurred 
for the schemes. The Government thereupon convened 
a conference at which it was decided that the future 
losses on account of other schemes, and that, thereafter, 
it will be open to the Corporation not to make any 
further collection of betterment contribution. The total 
estimated cost of the schemes or the total expenditure 
will, of course, be calculated only with reference to the 
works scheduled under the schemes to be executed by 
the Corporation and not by the works to be executed by 
the owners. ” 

Proposed new system of levy of development or 
improvement charge .—After careful consideration of all 
the above-stated facts, we have come to the conclusion 
that town-planning should not be looked upon as a 
* remunerative enterprise ’ and that with a view to en¬ 
courage people to take to town-planning and housebuild¬ 
ing on a scale much larger than has taken place in the 
past, we are of opinion that the claim should be limited 
to the recovery of the actual expenses incurred by the 
local planning authority after a substantial portion of 
the scheme has been worked out and the estimated cost 
(including contingencies) of all works carried out and 
yet to be carried out together with an extra amount not 
exceeding one-third of the whole cost to cover (or at least 
to go some way in that direction) the deficit on account 
of other schemes and the general cost of the town-plan¬ 
ning staff, the preparation of the General Town-Planning 
Scheme, etc. 
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We consider that even the name of 'betterment* may 
with an advantage, be altered to one like ' development * 
or * improvement * charge. 

As regards the question of recovering from the owners 
an additional amount not exceeding one-third of the 
total cost of the scheme to pay for the deficit schemes 
or the General Town-Planning Fund, it was contended 
that it would work a hardship to owners particularly 
those who wish to build and invest money on house 
construction in town-planning areas and that such addi¬ 
tional charge should be borne by all the rate-payers 
of the whole area of the local body. We have agree that 
exemption (wholly or partially) from the extra charge 
suggested by us will have to be made in particular 
levy of betterment contribution should be over a term 
of ten years and that the percentage of annual levy should 
be so fixed under each scheme as enable the Corpora¬ 
tion to realize, as the total betterment contribution, the 
cost of the scheme worked out at the rates obtaining 
in 1946 plus 10 per cent, of contingencies, together with 
an addition of 33J per cent, of the sum to make up 
for the loss that may be incurred by the Corporation 
in any other schemes to be taken up for execution in 
the future. The cost of the scheme would include only 
the works scheduled under the scheme to be executed 
by the Corporation and not those to be executed by the 
owners. The Commissioner has pointed out that there 
are practical difficulties in making calculations accor¬ 
ding to the tentative decision reached at the conference 
and that such calculations will involve much conjecture, 
especially as regards the future rates of land value, 
which will form the basis of these calculations. He there¬ 
fore suggested that acceptance of the Corporation’s 
Resolution No. 183 of 1946, dated 6th August 1946, would 
be the more sound procedure. The Government have 
considered the Commissioner’s remarks fully in consul¬ 
tation with the Director of Town-Planning. They there¬ 
fore consider that the Corporation may continue to levy 
betterment contribution in accordance with the existing 
provisions of the sanctioned town-planning schemes 
until such time—within the period of years, speci¬ 
fied in the schemes for such levy—as the Corpo¬ 
ration will have recovered from the property 
owners a sum equivalent to the total estimated 
cost of the Schemes at the rates obtaining in 1946 plus 
10 per cent, of such cost to meet the contingencies, or 
the actual total expenditure incurred by the Corporation 
on account of such schemes (provided all the works are 
executed within a reasonably short period and figures of 
actual total expenditure are available) whichever is 
greater plus 33 £ per cent, of this sum to cover develop¬ 
ments carried out by private owners, co-operative hous¬ 
ing societies and others intended for housing the people 
without the intention of making profit thereby. We 
recommend that in the case of housing schemes under¬ 
taken by registered co-operative housing societies which 
provide in their schemes for the complete making of all 
roads and streets and other necessary amenities to the 
people housed within the area covered by their schemes, 
the extra amount may be as low as possible or may not 
be charged at all. We also recommend that a similar 
exemption may be given in respect of areas developed 
for poor class housing schemes. 


Period of levy of development or improvement charge 
—Considering the question as to when the levy of the 
development or improvement charge is to be made we 
have decided that the scheme should in the first place 
specify and limit the period when the execution of works 
should be carried out and completed by the executive 
or responsible authority. The period of completion of all 
works under the scheme will vary according to the 
magnitude, cost and other circumstances and it may be 
2, 3 or 5 years, as the case may be. which should, how¬ 
ever, be determined and specified in the scheme. Even 
in the case of the owners or other persons, who are 
required to carry out any development or works under 
the provisions of the scheme, we consider that in the 
interests of the scheme and the public there should be a 
similar time-limit fixed in the scheme within which such 
development or works should be completely carried out 
by the said owners or persons. 


We consider that the executive or responsible authority, 
before making a claim for the development or improve¬ 
ment charge, should obtain from a prescribed authority 
a certificate that it has carried out the works sub¬ 
stantially or wholly, as the case may be. on the lines of 
section 81 of the Madras City Improvement Trust Act 
of 1945. Under the provisions of the said Act, the Trust 
Board will have to declare by a resolution that the 
execution of the scheme has sufficiently advanced to 
enable the amount of betterment fee to be determined 
and therefore such execution “ shall be deemed to 
have been completed”. We consider that, in the case of 
town-planning schemes undertaken by the local planning 
authorittes, the certificate of completion should be given 
by the Director of Town-Planning or any other pres¬ 
cribed authority. 

49—1 T. E. Com. (N. D.)/55* 


The Commissioner of Corporation of Madras pointed 
out that if the collection of the development or improve¬ 
ment charge was not made before tne execution of the 
scheme, the finances of the local body for executing 
works might be hampered and that the position of buyers 
in the long period before improvements and other works 
were carried out by the local body (including the owners 
of land) would still be nebulous. We, however* as a whole 
felt that the finances of the local bodies should be imple¬ 
mented and kept in such condition as to enable the local 
planning authorities to undertake the execution of works 
with the least possible delay.' We also note that this 
contingency has also been foreseen under the provisions 
made in section 30 (2) of the Act which says that the 
moneys required to establish the Town-Planning Fund 
and any deficiency from time to time occurring in such 
fund shall be supplied out of the general municipal 
revenue or out of the moneys borrowed in pursuance 
of this Act. In our opinion, much of the advantage and 
definiteness of the new system of charge to be levied 
which we have suggested in lieu of the betterment contri¬ 
bution would be lost if the claim was to be made 
by the local planning authority before a substantial part 
of the scheme has not been carried out. 

We have suggested that an extra amount over and 
above the total estimated cost of the scheme or the total 
expenditure incurred by the local planning authority 
under the scheme should be at a certain percentage of 
that sum not exceeding 33J per cent. It is our intention 
that it should not be taken as a rule that in respect of 
every scheme made by a local planning authority the full 
maximum percentage of 334 extra should be charged. 
We consider that this extra percentage may vary from 
scheme to scheme according to the circumstances of each 
case and to other factors which may have to be taken 
into consideration by each local planning authority at 
the time of preparation of the scheme. The local planning 
authority must exercise its discretion in fixing the extra 
percentage after sounding public opinion and taking into 
account the views of the owners of property affected by 
or interest in the scheme. But, in our opinion, the extra 
percentage should be definitely fixed and specified in the 
scheme itself so that ,every one concerned ay definitely 
know what charge will fall upon the property as a 
result of the scheme. Only when a scheme is varied and 
as a result of such variation the estimated cost also is 
varied, the development or improvement charge will also 
be varied according to the cost of the varied scheme. 

Principles of assessment and levy of development or 
improiiement charge .—Regarding the principles on which 
the 'development’ 6r ‘improvement’ charge is to be 
levied, we have agreed that it should be made on the 
following lines: — 

(i) The charge shall be leviable on all properties lying 
within the area of the scheme and such belt area as is 
benefited by it. The total area over which the charge 
is leviable shall be definitely specified or described in the 
scheme. 

(ii) The charge shall be leviable upon obtaining a certi¬ 
ficate from the prescribed authority that the works under 
the scheme have been sufficiently advanced or completed 
and that the levy may be made. The fact of having 
obtained the certificate and the date from which the 
claims for the charge will be made shall be published 
in the prescribed manner for the information of the 
public. The claims shall be made by the responsible 
(or executive) authority within such period as may be 
specified in the scheme which shall not exceed two years 
from the date of obtaining the certificate mentioned 
above. 

(iii) The assessment of the amount of the charge pay¬ 
able by each person concerned shall be determined by 
the responsible (or executive) authority in the following 
manner : — 

(a) The whole area of the scheme and the belt of area 
benefited by the scheme, as specified thereunder, which 
shall be deemed the “ development or improvement 
area”, shall be classified into one or more classes of 
rating zones, but not exceeding four classes (A, B, C 
D). They may be contiguous or not contiguous, but the 
method of such classification shall be the apprehended 
benefit which each class is likely to get by reason of the 
making of the scheme considered from the use, character, 
and all other aspects of the scheme. In such classifica¬ 
tion, all lands allotted or reserved for streets, roads and 
other public purposes shall be excluded. The classifica¬ 
tion shall be determined in the scheme. 

(b) The total cost of the scheme plus the extra 
percentage of such sum, if any, fixed in the scheme 
should be apportioned between the different zones 
according to a specified percentage for each zone depend¬ 
ing upon the nature or character of location of such zone 
in the general set up of the development. In other words, 
a certain definite percentage of the total sum will be 
chargeable to properties falling within clas^yA rating 
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zone, another percentage in respect of properties falling 
within class B ratmg zone, and so on. These percentages 
of the sum to be 1 recovered in respect of the different 
classes of areas or zones within the “development or 
improvement area ” mentioned in clause (a) above, shall 
also be fixed in the scheme itself. The development or 
improvement charge to be collected from the owner of 
each plot or property shall be in proportion to the area 
or extent of land comprising the plot with reference to 
the total area covered by the particular class of rating 
zone in which the plot is included and the amount to be 
recovered shall be determined by the executive or 
responsible authority. If any portion of the plot includes 
any land required for street or other public purpose, 
the area occupied by such street or required for public 
purpose shall be excluded from the area of the plot and 
the charge shall be levied only on the remaining area of 
usable plot. 

(c) The class or ratmg zone to which each plot or 
survey number will belong shall be specified in a 
schedule to the draft scheme (according to a prescribed 
form). The owner of each plot shall be informed by 
notice in writing by the executive or responsible 
authority as to the class or rating zone in which his 
plot is included and he shall be given an opportunity to 
put in his objections, if any, in writing or to be heard 
m person within a month from the date of receipt of 
such notice by the owner. His objections, if any shall 
be taken into consideration together with any" other 
objections or suggestions received in connexion with the 
scheme, before the scheme is finally passed by the local 
planning authority and published and submitted to the 
Government for sanction. The owner shall have a right 
of representation or appeal to the Government over the 
decision of the local planning authority and such repre¬ 
sentation or appeal may be considered by Government 
at the time of sanction of the scheme. The decision of 
the Government thereon and the inclusion of the plot 
in a particular class or rating zone in the scheme 
eventually sanctioned by them, shall be final and binding 
on all persons. 


(iv) In any subsequent variation or revocation of any 
provisions of a sanctioned scheme the development or 
improvement charge shall also be liable to such changes 
or variations as may be consistent with the variation or 
revocation of the scheme so made. 


(v) The scheme as sanctioned under section 14 of the 
Act and any subsequent variation or revocation sanc¬ 
tioned by Government under section 15, shall be got 
registered by the executive or responsible authority 
under the Registration Act, so that particulars of the 
levy of the development or improvement charge on 
properties could be found in search for encumbrances. 


On the whole, we consider that the system of levying 
a development or improvement charge on the lines of the 
abovesaid principles would considerably simplify the 
procedure and facilitate greatly the collection of the 
sum due on properties and would have also the distinct 
advantage of making known to the owners and possible 
buyers of property during the interim development 
period and even after sanction of the scheme, the liability 
that would be carried by such property. This would also 
eliminate the usual rigmarole of arbitration proceedings 
and other local complications. Sections 23 to 26 of the 
Act may be amended suitably in accordance with the 
above system of levying development or improvement 
charge which we have recommended in lieu of the 
present system of betterment levy. 

Although we have suggested the above method as a 
workable solution, we would like to point out that where 
a scheme makes provision which is less local in character 
and is more of general benefit to the whole town, the 
cost of such provision ought not to be a burden on local 
development and that adequate provision to defray the 
cost thereof should be made from the general revenues 
or the General Town-Planning Fund. 


(d) The development or improvement charges on each 
plot or property shall be definitely fixed by the executive 
or responsible authority in accordance with the above 
principles once for all, unless when due to exceptional 
circumstances such valuation has been found to fall 
short of actual requirements, the executive or responsi¬ 
ble authority may, after the completion of all works in 
the scheme, issue a further balancing claim which shall 
be the last and final claim made. The charge estimated 
and fixed by the executive or responsible authority may, 
however, be collected in lump sum or in such instalments 
(if any) specified in the scheme and it shall be a first 
charge on the property on which it is due, subject to the 
prior payment of land revenue, if any, due to the Govern¬ 
ment thereon. 


While eliminating completely the unpopular unwieldy 
and cumbersome process of the betterment levy, the 
process recommended by us for recovering the cost of 
scheme, on account of its directness and simplicity 
would, we presume, be equally advantageous to the local 
planning authority and to the public and would be an 
effective and positive measure of financing town-planning 
schemes. 


Order of the Government on the recommendations 
relating to betterment contribution .—The Government 
generally accept the recommendation of the Committee. 
They are, however, inclined to accept Sri Suryanaryana 
Rao's views on betterment levy*. The question of amend¬ 
ing the Town-Planning Act is under consideration. 


Suryanarayana Rao's tuws on betUrmtnt levy.'—On the question of batterment levy, the Committee’s recommendations are not altogether statisfaetory. The decision 
to omit the word * betterment* and substitute ‘ development * or * improvement * charge is commendable. But the case of the Committee in suggesting the 
collection of an extra amount over and above the total estimailed cost of the scheme or the total expenditure incurred hy the local planning authority 
under the schemes, though limited to a percentage not exceeding 33-1/3 percent, is not convincing. Why should those effected by the schema alone be 
required to pay extra in order to coyer the deficit on account of other schemes. Such deficits would be a legitimate charge on the whole community within 
the jurisdiction of the local planning authority. If any addition is necessary at all, it shonld be only towards the cost of the town planning staff and that too on 
pro rata basis. However, I would suggset the proposed ‘development* or ‘improvement' charge shall not exceed the actual cost of the scheme plus 10 per 
cent to meet cost of the town-planning staff ana any contingencies. That the Committee themselves are doubtful of the reasonableness of the levy of the extra 
amount is evident from paragraph 283 of the report where they plead it should be as low as possible and suggest even exemptions in certain deserving cases. 
If the recommendation of the the Committee in regard to * development' or * improvement ’ charge is accepted—>1 trust the Government will be pleased to do 
—the definition of the term ‘betterment fee* and section 80 of the City Improvement Trust Act will have to be suitably amended. 
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Memoranda by the Finance Dept., Govt, of Madras, in response to the 
Supplementary Questionnaire (State Govts.) of the Taxation Enquiry Commission 

General Note on State Taxation 


1. Budgetary Position— Review —(ii) Pre-war years.— 
The financial arrangements as between the Central and 
Provincial Governments under the Government of India 
Act, 1919, came into operation from the 1st April 1921. 
According to the initial financial settlement, the Madras 
Government had to pay to the Central Government an 
annual contribution of Rs. 348 lakhs. This payment was 
made in full during the years 1922-23 to 1924-25. The con¬ 
tribution was reduced to Rs, 222 lakhs in 1925-26 and Rs. 
165 lakhs in 1926-27 and was wholly abolished from 1927- 
28. The revenues assigned to the Madras Government 
gradually increased from about Rs. 15-8 crores in 1921-22 
to Rs. 18T crores in 1929-30, mainly on account of the 
taxation measures introduced in 1922-23—revision of 
stamp duties, court-fees, registration fees, etc., which 
are referred to later in this memorandum. The revenues 
began to decline thereafter, as a result mainly of the 
world economic depression and the transfer of certain 
areas to the new Province of Orissa from the 1st April 
1936. The revenue had fallen to Rs. 15-6 crores in 
1936-37. The expenditure on revenue account also 
increased with the expansion of the revenue and the 
gradual reduction and eventual remission of the provin¬ 
cial contribution. Excluding the payment on account of 
provincial contribtuion, the expenditure was Rs, 12*9 
crores in 1921-22 and Rs. 17-9 crores in 1930-31. The fall 
in the revenue from 1930-31 made it necessary to cut 
down expenditure drastically in order to avoid deficits. 
The transfer of certain areas to Orisjsa resulted in a net 
annual saving in expenditure from 1936-37 of about 
Rs. 22 lakhs. The expenditure in 1936-37 was Rs. 15-8 
crores. In the sixteen-year period from 1921-22 to 1936-37, 
there were surpluses in 11 years and deficits in 5 years. 
Large deficits of about Rs. 1 crore occurred in 1921-22 
and 1930-31, the deficits in the other 3 years (1922-23, 
1924-25 and 1936-37) being relatively small. The deficit 
in 1921-22 (Rs. 99 lakhs) was due to the non-co-operation 
movement, the Mappilla rebellion in Malabar, famine in 
ceded districts, the general trade depression and the 
increase in salaries. The effect of these events was felt 
in 1922-23 also, but it was off-set to a large extent by 
retrenchment so that the final deficit was Rs. 3 lakhs 
only. The “fituri” rising in the Visakhapatnam agency 
ana unprecedented floods contributed to the deficit in 
1924-25 (Rs. 29 lakhs). The sudden contraction of revenue 
in 1930-31 as a result of the economic depression caused 
the largest deficit in pre-war years (Rs, 105 lakhs). The 
deficit in 1936-37 (Rs. 19 lakhs) was mainly due to a 
special non-recurring contribution of Rs. 17 lakhs from 
revenue to the Madras Famine Relief Fund. The surplus 
in 1923-24 (Rs. 36 lakhs) was mainly due to the retrench¬ 
ment measures taken in the previous two years, whilst 
the surpluses in the years 1925-26 and 1929-30 (about 
Rs. 2 crores in 1927-28 and Rs. 1 crore in the other years) 
were due to the fact that largely as a result of the 
reduction and remission of provincial contribution 
expenditure did not keep pace with the expanding 
revenue. In 1932-33, the expenditure side of the budget 
was curtailed with reference to the falling revenues 
but a sudden rise in the Excise and Stamp revenues 
led to a surplus of Rs. 77 lakhs in that year. The 
surpluses in the. remaining years were relatively small. 
The Province started with a revenue opening balance of 
Rs. 59 lakhs on the 1st April 1921, and the net 
cumulative surplus of the period 1921-22 to 1936-37 was 
Rs. 5£ crores. Of the accumulated reserve, a sum of 
about Rs. 3 crores was used for paying a portion of the 
debts to the Government of India before the due dates, 
in 1923-24, 1929-30 and 1930-31. In this way, the annual 
debt charges were reduced by over Rs. 30 lakhs. The 
balance in the reserves was utilized for capital expendi¬ 
ture on irrigation works (mainly the Cauver-Mettur 
Project and a comprehensive scheme of improvements 
to minor irrigation works), capital expenditure on build¬ 
ings and the grant of loans to local bodies, agricul¬ 
turists and others. The revenue closing balance on the 
eve of Provincial autonomy (31st March 1937) was about 
Rs. 4 a crore, practically the same as the balance at the 
beginning of the period under review. If the surpluses 
of the sixteen-year period had been used for fresh 
recurring expenditure instead of for reduction or 
avoidance of debt, the Madras Government would have 
had much greater difficulty in weathering the crisis of 
economic depression and they would have begun the 
new period of Provincial autonomy from 1937-38 in an 
unsatisfactory financial state. The figures of revenue 
and expenditure during the last two pre-war years 


(which were also the first two years of Provincial auto¬ 
nomy) were as follows: — 

(Rupees in lakhs) 


Year 

Revenue 

Expendi¬ 
ture on 
Revenue 
Account 

Surplus 

Capital 

expendi¬ 

ture 

i 

s 

3 

4 

5 

*937-38 

i,6oi 

*.583 

18 

138 

*938-39 

1)8*4 

i, 6 io 

4 

*39 


Prohibtion was introduced in one district in the middle 
of 1937-38 and extended to one more district in 1938-39. 
Further exension to two more districts was ordered by 
the Ministry in the middle of 1939-40 before it resigned 
on account of the outbreak of the war and Indian 
participation therein. 

The ^General Sales Tax and other Commercial Taxes 
were introduced by the Ministry to make up for the 
loss of revenue consequent upon the implementation of 
the policy of Prohibition and they continued to be levied 
even during the war period when Prohibition was 
suspended, (Partial suspension from 1st January 1944 
and complete suspension from 1st October 1945.) 

(ii) War period —(1939-40 to 1945-46).—The figures for 
the war period are— 


(Rupees in lakhs) 


Year 

Revenue 

Expendi¬ 
ture on 
Revenue 
Account 

Surplus 

Capital 
expendi¬ 
ture (ex¬ 
cluding 
State 
Trading 
Schemes) 

t 

2 

3 

4 

5 

1939-40 

16,66 

16,37 

+ 89 

80 

1940-41 

. 18,08 

16,96 

+ 1,12 

80 

1941-42 

i 9>55 

18,67 

4-88 

11 

1942-43 

21,92 

20,67 

+ *.25 

47 

» 943-44 

. 29,84 

25>50 

+ 4,34 

37 

1944-45 

4L24 

25*83 

+ * 5 , 4 * 

4 i 

.1945-46 

47.99 

32,28 

+ * 5 , 7 * 

9 i 


Noie.—T he figures of expenditure on revenue account given above ex¬ 
clude the amounts transferred to the Revenue Reserve Fund, viz., Rs. 71 
lakhs in 1943-44, Rs. 1236 lakhs in 1944-45, and Rs, 17,31 lakhs in 
1945-46. They also exclude the transactions pertaining to State Trading 
Schemes which were shown in the Revenue Account from 1943-44, the 
figure being Rs. 3,63 lakhs in 1943-44, Rs. 3,04 lakhs in 1944-45, and 
minus Rs, 1,60 lakhs in 1945-46, 

The revenues rose rapidly during the war period on 
account of the general rise in prices. The expenditure 
on revenue account also increased as a consequence, 
but as the introduction of new schemes was severely 
restricted under war conditions when there was no 
Ministry in the State, the scale of expenditure did not 
keep pace with the revenues, with the result that large 
surpluses werq accumulated. As already indicated, 
Prohibition was suspended towards the end of the war 
period. The capital expenditure was also on a restricted 
scale 


3 8 3 





3 8 4 


(iii) Post-war period (from 1946-47).—The figures for 
the postwar period are— 


(Rupees in lakh) 


Year 

Revenue 

Expendi¬ 
ture on Surplus 4 - 
Revenue or Deficit 
Account (—) 

Capital 
expendi¬ 
ture (ex¬ 
cluding 
Stjate 
Trading 
Schemes) 

K 

2 

3 

4 

5 

1946-471 

5 b 99 

44,84(0) 

+ 7,15 

b 90 

1947-48 

50,70 

45 . 96 W 

+ 4*74 

6,37 

1948-49 

53,29 

5 . 3 ° 

+*,99 

6.49 

1949 - 50 ' 

55,89 

55 . 54 W 

+35 

12,85 

1950-51 

58,16 

59 j 45 

—1,29 

*6,94 

* 951-52 

59,43 

64,44 

—5,01 

a *»*3 

* 952-53 

• 58,42 

68,40 

— 9,98 

20,41 


(a) Includes Rs. 400 lakhs representing contribution from Revenue to 
* spacial fund for Village Reconstruction and Harljan Uplift. 

(&) Includes Rs. 100 lakhs* representing contribution to the Rural 

Water-Supply Fund, 

(c) Includes Rs. 10 lakhs representing Contribution to the Rural 

Water-supply Fund. 


Note. —The figures of revenue and expenditure exclude the amounts trans¬ 
ferred from or to the Revenue Reserve Fund—.[transfer from the Revenue 
Reserved Fund, Rs- 5,06 lakhs in 1946-47 and Rs. 5 lakhs in 1948-49; 
transferred to the Revenue Reserve Fund, Rs. 490 lakhs in 1947-48-] The 
figures of expenditure also exclude the net expenditure on State Trading 
Scheme shown in the Revenue account up to the end of 1948-49, viz., 
Rs. 1,221 lakhs in 1946-47, Rs. 2,04 lakhs in 1948-49 and minus Rs. 16 lakhs 
in 1947-48. The transactions on State Trading Schemes have been shown 
in the capital account from 1949-50 but these have been excluded from the 
figures capital expenditure, as well as the expenditure on Revenue Account 
given above (Minus Rs. 449 lakhs in 1949-50,minus Rs. 1,38 lakhs in 1950-51 
and plus Rs.2,54 lakhs in 1951-52 and plus 10,56 lakhs in 1952-53). One impor 
tant factor which has effected the revenues is the revival and extention of 
Prohibition from 1946-47. Prohibition has been in force in all districts since 
the middle of 1948-49. There have been changes in the rate of taxations 
also during the postwar period which are referred to in the subsequent 
paragraphs. The expenditure has been rising from year to year on account 
of the introduction of development schemes after the war. The Five-year 
Plan which started in 1951-52 is largely, a continuation of the development 
schemes in progress in the earlier years. The first two years of the Five- 
year Plan were effected by serious famine conditions is money districts which 
has to manifest themselves even towards the close of 1950-51. This is the 
main reason for the large revenue deficits in those years. The capital exp¬ 
enditure has been mainly on irrigation and electricity schemes. One item of 
capital expenditure from 1949-50 has been the payment of compensation 
to zamindars whose estate were taken over by the Government under 
special legislation. 


2. Review of expenditure, —The general trends in the 
expenditure of the State have been indicated above. The 
main features with special reference to important heads 
of expenditure are set out below : — 


(i) Pre-war Period ,—In 1921-22, the total expenditure 
on revenue account excluding the payment of provincial 
contributions was about Rs. 13 crores of which nearly 
Rs. 6 crores (45 per cent.) was spent upon nation-building 
departments, slightly over Rs. 6 crores (48 per cent.) was 
spent on security services and other minor departments 
and nearly Rs. 1 crore (7 per cent.) was spent on com¬ 
mon charges—debt services, pensions, cost of printing 
and stationery. In 1930-31, the expenditure on revenue 
account had risen to about Rs. 18 crores of which nearly 
services, Rs. 6J crores (35 per cent.) was spent on 
Rs. 10 crores (55 per cent.) was spent on nation-buliding 
security services and minor departments and less than 
Rs. 2 crores (10 per cent.) on common charges (debt 


services, etc.). In that year (1930-31), there was a revenue 
deficit of Rs. 105 lakhs which was mainly the result of 
the economic slump. As conditions were not likely to 
improve in subsequent years, the Government set up a 
Retrenchment Committee in April 1931 to suggest all 
possible economies. Pending the recommendations of 
that Committee, the Government issued instructions that 
expenditure should be reduced immediately to the extent 
of 8 per cent, by temporary devices, such as percentage 
reductions in allowances, contingencies, grants-in-aid, 
etc., and by suspension or slowing down of expenditure 
on new schemes. A general cut of 10 per cent, in salaries 
was also imposed with effect from 1st December 1931. 
The Retrenchment Committee’s final recommendation 
involved a reduction of " expenditure totalling Rs. 186 
lakhs as compared with the expenditure initially 
provided for in the budget estimate for 1931-32, apart 
from savings due to reduced scales of pay for future 
entrants which were expected to result in an ultimate 
recurring saving of Rs. 57 lakhs a year. The result was 
that the total expenditure fell to about Rs. 15 crores 
in the subsequent years. In 1935-36, the total expendi¬ 
ture was slightly less than Rs. 16 crores distributed as 
Rs. 8 crores (50 per cent.) on nation-building services, 
Rs. 6 crores (37J per cent.) on security services and 
minor departments and Rs. 2 crores (12i per cent.) on 
common charges (debt services, etc.). In 1936-37, when 
certain areas had been transferred to the new Province of 
Orissa, the pattern of expenditure remained more or 
less the same. Several changes in the classification of 
receipts and disbursements were made from 1937-38, 
the first year of Provincial Autonomy. The following 
statement shows the expenditure from 1936-37 to 1938-39, 
as adjusted to admit of proper comparison:— 





(Rupees 

in crores) 

Year 

Develop¬ 

ment 

services 

Security 
services, 
cost of 
adminis¬ 
tration, 
etc. 

Charges 

common 

(debt 

services, 

pensions, 

etc.) 

Total 

1 

2 

3 

4 

5 

*936-37 

. 7*6 

(48%) 

6-7 

( 42 %) 

1-6 

(*°%) 

I 5’9 

*937-38 

* , 7‘9 

' ( 5 °%) 

6*6 

( 42 %) 

**3 

(8%) 

15*8 

*938-39 

. 8-2 

6*6 

*’3 

16* r 


( 5 *%) 

( 4 i%) 

(8%) 



It will be seen that the proportion of the total 
expenditure on development services increased steadily 
with a corresponding reduction under other services 
during the pre-war period. 


(ii) War period (1939-40 to 1945-46).—The period of 
the war was one of arrested growth on development 
services, with increased expenditure on security services 
including civil, defence, administration of controls and 
the like. The proportion of the expenditure on develop¬ 
ment services in the last year of the war, vie., 1945-46, 
was only 45 per cent, of the total expenditure on revenue 
account in that year (excluding the outlay of State 
Trading Schemes) as against 51 per cent, in the year 
just before the war (1938-39), 


(iii) Post-tuar period (from 1946-47).—The post-war 
period has been marked by increased expenditure on 
development schemes. The first two years were more 
or less a period of preparation and large expenditure 
began to be incurred only thereafter. The proportion of 
the total expenditure to that on development services 
was of the order of 50 per cent, in 1949-50 and 1950-51 
and 53 per cent, in 1951-52 and 1952-53 (famine years). 
The capital expenditure also increased at a very rapid 
pace as will be seen from the figures in paragraph 1 (iii) 
above. + The position under the Five-yeAr Plan which 
began in 1951-52 is set out in the succeeding paragraphs. 


3. Development Programme. —The Five-year Plan 
began in 1951-52 and the expenditure in the first two 
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years in the Composite Madras State is compared below 
with the corresponding expenditure in 1950-51: — 




(Rupees in Crores) 

Class of expenditure 

i 95 °- 5 i 

1951-52 


1952-53 

1 

2 

3 


4 

A, Revenue Account 





(a) Development expenditure included in the Plan . • 1 • 

32‘4 

8-o “I 


9*3 1 

f 



34 *° 

} 37‘3 

(b) Expenditure under developmental heads outside the Plan J . 


26-0 J 

28*0 J 

(c) Non-development expenditure ........ 

27*1 

3°'4 


31-1 

Total . . 

59’5 

64-4 


68*4 

B t Capital Expenditure 



* 


(a) Development expenditure included in the Plan . . ^ . 


18-3 "I 


18*7 I 

( b ) Expenditure under developmental heads outside the Plan J 

L5*7 

4-o-8* } 

19*1 

f 19*5 


o-8 J 

+0*8* 

0.8 J +0-8' 

(c) Non-development expenditure ........ 

i’ 2 

2* 0 


o-9 

Total 

iG-9 

21 • 1 


20*4 



4-o-8* 


+0-8* 


The State was partitioned from the middle of 1953-54, 
and this has necessitated the preparation of a separate 
Plan for the present Madras State. 

4. Five-year Plan ,—The Five-year Plan for the Com¬ 
posite Madras State envisaged a total outlay of about 
Rs. 141 crores as under: — 


Actually, the expenditure in the two years (Rs. 56 crores) 
has been financed as\ under: — 

(Rupees in crores) 


As in the Actual 
Plan position 


(Rupees in 
crores) 


I. Agriculture ..... 
II. Major Irrigation and Power Projects 

III. Industries ..... 

IV. Transport (Roads) 


22 


84 


The expenditure during 1951-52 and 1952-53 was about 
Rs. 27 crores and Rs. 29 crores respectively The total 
of Rs. 56 crores for the two years has worked out +0 
the average expenditure envisaged in the Plan The 
Plan was originally expected to be financed roughly as 
follows 

* (Rupees in crores) 


For the 
five year 
period 


Withdrawal from reserves ... 12 

Open Market Loans .... 8 

Assistance from the centre . , 12 

Additional taxation and economies . . 10 

Surplus from revenues and deposit transactions 14 


33 

8 

14 

1 


Total 


56 


56 


V. Social Services 


j 

28 


Total 

141 


On account of the severe famine conditions prevailing 
in 1951-52 and 1952-53, the revenue budget of the Gov¬ 
ernment was completely thrown out of gear, there being 
a revenue deficit of Rs. 15 crores in the two years to¬ 
gether. In the deposit transactions also, there were heavy 
withdrawals by local bodies, etc., and there, was no net 
surplus. Under the economic and political conditions 
prevailing then, the Government could do very little by 
way of additional taxation and economies. As 
a consequence, the Government had to finance 
the expenditure on the Plan by exhausting their reserves 
and by getting larger assistance from the Centre. In fact, 
the Government of Madras had to take Central assis¬ 
tance for over Rs. 21 crores, to meet their ordinary 
expenditure in addition to Rs. 14 crores -for the Plan 
expenditure. The position under the revised Five-Year 
Plan for the present Madras State (as recently submitted 
to the Planning Commission for approval) is as 
follows: — 

(Rupees in crores) 


I. Capital Expenditure— 


1. Withdrawal from reserves 

♦ * . 

30 

2. Central Assistance , , 

• . « 

30 

3. Open Market Loans , 

• 

20 

4. Surplus from Deposit transactions 

. 

5 


Total 

85 

ocial and other services— 



1. From current revenues 

• . • « 

3 i 

2. Additional taxation . , 

* . • 

20 

3t Economies in expenditure 

. 

5 


Total 

56 

Grand Total, I and II 

14 * 


•Loan* ant! advances. 


Plan Expendi- Balance Provision 

expendi- - ture to for made in 
Class of expenditure ture end of * 954-55 the budget 

- 1951-56 1953-54 and for 

1955-56 1954-55 


3 4 5 


I, Agriculture and 
Rural Deve¬ 
lopment (in¬ 
cluding Nation 
al Extension 
Services, Com¬ 
munity Projects 
and Local De¬ 
velopment 
works). 

i8-a 

7 ‘° 

n*8 

4*4 

II. . Major Irriga¬ 
tion and Power 
Projects. 

49*2 

25’7 

23*5 

io-1 

III. Industries 

i*8 

i -3 

o *5 

0* 2 

IV. Transport (Roads) 

3*6 

2*2 

i *4 

°* 5 

V. Social Services 

x8* 7 

8*9 

9*8 

3*3 

Total 

92* i 

45 * 1 

47-0 

18-5 
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The expenditure incurred in the first three years of the 
Plan in the present Madras State is about Rs. 45 crores, 
which is about one-half of the total outlay contemplated 
in the Plan. If the Plan is to be fully implemented, an 
outlay of about Rs. 22 crores in 1954-55 and 
Rs. 25 crores. in 1955-56 would have to be pro¬ 
vided for. But this can be done only to the extent 
adequate assistance is forthcoming from the Centre 
and it becomes practicable to raise substantial additional 
revenues by new taxation measures. As it is, the budget 
provision for the year 1954-55 is about Rs. 3£ crores 
less than what is required under the Plan. The provision 
made in the budget for 1954-55 for irrigation, power and 
other capital works (Rs. 12 crores) is in keeping with the 
Plan and can be met out of loans raised from the open 
market and from the Government of India. As regards 
the schemes sponsored or assisted by the Centre, such 
as the Community Development Projects, National Exten¬ 
sion Services and Local Development Works top priority 
has been given but the provision in the budget (Rs. 2 


crores) will have to be increased by about Rs. 1 crore 
in the course of the year, if the schemes are extended 
as now contemplated. As regards other schemes pertain¬ 
ing to agricultural development and social services, etc., 
there is a short fall of about Rs. 2\ crores between the 
Plan and the budget provision. This occurs mainly under 
Education (Rs. 65 lakhs), Public Health (Rs. 85 lakhs). 
Forests (Rs. 25 lakhs), Highways (Rs. 23 lakhs) and 
Industries (Rs. 23 lakhs), and cannot be made up unless 
special Central assistance is available. (The provision 
made in the budget already takes credit for an additional 
revenue of Rs. 40 lakhs from new measures of taxation 
as proposed in connection with the budget.) The position 
for the last year of the Plan (1955-56) will be more or 
less the same. 


5. & 6. State revenues — Analysis .—The changes in the 
composition of the State revenues can be seen from the 
following table : — 

(Rs. in crores) 


Pre-war period 


War period- 


Sources of revenues 

r" - 

1921-22 

-A- 

1936-37 

1938 - 39 ' 

State taxes . 

14*0 

* 3’3 

i 3 ' 2 

Share of Central taxes 

o *4 

. • 

0*2 

Grants from the Centre 
Departmental receipts— 

. 


*• 

State enterprises . 

♦ 

O * 2 

0*2 

Other items .... 

i *4 

2* I 

2*5 

Total . 

15*8 

15*6 

16.1 


Post-war period 


5944-45 
31 ‘6 


1945-46 

36*8 


1951-52 


1952-53 


The portion of the revenue derived from the State taxes 
has gradually declined from Over 80 per cent, in the pre¬ 
war years to about 75 per cent, in the war years and 
to about 60 per cent, in the post-war period. On the 
other hand, the portion of the revenue derived from the 
share of the Central taxes has gradually increased from 
a negligible amount in the pre-war years and about 
10 per cent, in the war years to over 20 per cent, in the 
post-war period. The recommendations of the Finance 
Commission were given effect to from 1952-53 and the 
increase in the State revenues on this account was of 
the order of Rs. 3 crores, ie„ 5 per cent, of the total 
revenue. The assistance from the Centre by way of 
direct grants has been appreciable only in recent years 
and they form a very small portion of the total revenue. 
Substantial receipts from State enterprises have begun 
to accrue only in recent years, and these are mainly from 
electricity schemes and State Transport; they formed 
about 2 per cent, of the total revenue in 1952-53. Depart¬ 
mental receipts (gross revenue from Forests, Registra¬ 
tion, Agriculture, Education, Civil Works, etc,, and 
receipts by way of interest on loans and investments) 
have been more or less steady representing about 
15 per cent, of the total revenue. As already indicated, 
Prohibition has been in full force in the Madras State 
from the middle of 1948-49 and the consequent loss of 
revenue has been more than made up by the proceeds 
of commercial taxes. But the proceeds from Land 
Revenue have remained practically unchanged, in spite 
of the large increase in the total revenues of the State. 
The share from income-tax has been rising in the post¬ 
war years mainly on account of the increase in the 
divisible pool. The share of the Central Excise Duties 
has begun to accrue to the State Government only from 
1952-53. These are the main reasons for the variations 
in the composition of the State revenues in the different 
periods. One significant change is that with the introduc¬ 
tion of the General Sales Tax and other Commercial 
Taxes in lieu of the Excise revenue, the burden of State 
taxation is spread more widely on the people, as the 
Excise revenue was derived from only one section of the 
population, while the commercial taxes are paid practi¬ 
cally by all sections of the people. 


0*5 °‘ 5 


1*3 

I * t 

5 * 1 6 '4 


10 " 5 

9*3 

41*2 48*0 


59*4 

58-4 

(Rs. in crores) 

1 

2 

3 

4 

Stamps * . * * 

*•7 

(»3%) 

3'7 

( 10 %) 

( 13 %! 

Motor Vehicles Taxes 

0*8 

(6%) 

1*0 

(3%) 

(»48 

General Sales Tax * ♦ 


5-8 

(15%) 

13 ' 2 

(38%) 

Other Commercial Taxes 

** 

(4%) 

3-8 

(n%) 

Total 

*3*2 

36-8 

35*° 


It is expected that the estates taken over by the Govern¬ 
ment from zamindars will begin to yield an appreciable 
net revenue after some time. As explained in Memo¬ 
randum No, III—Land Revenue has not been increasing 
mainly because resettlements have not been effected in 
recent years. Additional revenue from this source can 
be derived by taxation measures such as a surcharge on 
land revenue and increase in water-rates. Levy of 
betterment fees on lands newly brought into irrigation 
will also be a source of considerable revenue. Excise 
revenue is of no importance on account of the policy 
of Prohibition. Stamp revenue is affected by changing 
conditions of business and trade, as also by variations 
in prices. There is not much scope for increasing the 
revenue from non-judicial stamps but the revision of the 
Court Fees Act as now contemplated by the Govern¬ 
ment of Madras may yield some additional revenue. The 
receipts from the Motor Vehicles Tax have been increas¬ 
ing on account of the enhancement of the tax from time 
to time, as also by the increase in the number of vehicles 
using the public road. The tax is already at a very high 
level, and there is little scope for further enhancement. 


7. Principal State taxes ,—The principal State taxes 
and the revenue derived from them have been as 
follows : — 




(Rupees 

in crores) 

Taxes 

1938-39 

1945-46 

1952-53 

1 

2 

3 

4 

Land revenue (including portion 
due to irrigation) 

7 -o 

( 53 %) 

8-o 

(aa%) 

. (25%) 

Excise. 

3-7 

( 38 %) 

i6'8 

( 46 %) 

(«%! 


The General Sales Tax which has become the main stay 
of the State revenues, has begun to decline in recent 
years on account of the fall in prices and also of the 
uncertainty of the position under Article 286 of the 
Constitution, in respect of inter-State trade and com¬ 
merce, It is likely that the revenue from this source 
will decline somewhat in the future, though the tax 
may be increased or modified in respect of particular 
commodities. The other commercial taxes comprise the 
Entertainments Tax, the Betting Tax, the receipts from 
Electricity Duties, the Tobacco Sales Tax and the Motor 
Spirit Sales Tax. The revenue from Entertainment Tax 
has been falling of late owing to the deterioration in the 
general economic conditions of the people and it is not 
likely to revive to any considerable extent in the future. 
The Betting Tax and Electricity Duties are minor taxes, 
which may disappear after sometime. The Tobacco Sales 
Tax has been revived in the Madras State only from 
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1953-54 and has yet to prove itself an important source 
of revenue. The receipts from the Motor Spirit Sales Tax 
have been increasing on account of the enhancement of 
the tax and the increase in consumption and it is likely 
to be more or less steady in the future. 

8 & 9. Taxation Measures — Review, —The changes 
made in the State taxes from time to time have been 
indicated in detail in Memorandum No. II relating to 
individual taxes. The more important measures only are 
referred to below : — 

Stamp Duties. —These were enhanced generally by 50 
per cent in 1952-53. A further enhancement of the duties 
on certain instruments from 50 to 100 per cent, was made 
in 1943-44. 

Court-fees .—An enhancement of the fees generally was 
made in 1922-23, and the question of a general revision 
of the Court Fees Act is now under the consideration of 
the Government. 

Madras Motor Vehicles Tax.—This tax which was 
newly introduced in 1931-32 was enhanced in 1938 and 
in 1949-50. A tax on all passengers’ luggage and goods 
carried in stage carriages and all goods transported by 
public carrier vehicles in the State was introduced 
towards the beginning of 1953 by the Madras Motor 
VehiclesC Taxation of Passengers’ Goods) Act, 1952. 

General Sales Tax. —This act was first introduced in 
1939 and the rates were revised in October 1943, January 
1948 and August 1949. Proposals for further amend¬ 
ments are now under the consideration of the Govern¬ 
ment. 

Tax on Sales of Motor Spirit. —This tax which was 
introduced in April 1939 was enhanced in January 1947 
and again in June 1952. 

Sales Tax on Tobacco. —This tax which was intro¬ 
duced in 1939 was repealed from the 1st April 1944 
at the instance of the Government of India. It has been 
revived in a different form from 1953-54 in pursuance 
of the recommendations of the Finance Commission, 

Entertainment Tax. —This tax too was introduced in 
1939. The rates of tax were revised with effect from the 
1st January 1948 and the Cinema Shaw Tax was intro¬ 
duced in August 1949. 

Betting Tax .—This tax came into effect from Novem¬ 
ber 1935 and the original rates were enhanced from 
November 1947, 

Electricity Duties.—The original Act of 1939 was 
amended in 1941, 1943 and 1945. 


In connexion with the Five-Year Plan, it was envisaged 
that an additional revenue of about Rs, 4 crores per year 
might be derived by the Composite Madras State by an 
imposition of a surcharge on land revenue, levy of 
betterment fees, agricultural income-tax, enhancement 
of water-rates, enhancement of sales tax, etc. As indi¬ 
cated already, it was not found possible to introduce 
new measures of taxation, except for an enhancement 
of the sales tax on motor spirit in June 1952, the levy 
of a tax on passengers and goods carried by motor 
vehicles from February 1953 and the levy of a special 
tax on the sales of foreign liquor, towards the end of 
1952. In connexion with the budget for 1954-55, the 
Government have announced their intention to introduce 
certain measures of new taxation—a surcharge on the 
total land revenue assessment on large holdings, levy of 
agricultural income-tax on plantation products, levy of 
betterment fees on lands benefited by Government irriga¬ 
tion, revision of the Court Fees Act, levy of luxury sales 
tax on certain new items and an extra sales tax on 
mill-made cloth. The additional revenue estimated from 
these measures in 1954-55 in the present Madras State 
is Ks. 40 lakhs. The ultimate increase in the revenue from 
these measures has not yet been worked out, but may 
be substantial. 

10. Fiscal Legislation <—In the Madras State, it is not 
generally the practice to have Annual Finance Acts, in 
connection with the budget. Taxation proposals are 
generally introduced by separate legislation, as and when 
decided upon. This practice has been found convenient. 

11 & 12. Administration of Taxes , Tax Evasion , etc .— 
The administration of each of the taxes has been dealt 
with in detail in Memorandum No. IV. 

13. State and Local Finance. —This has been dealt with 
in Memorandum No. II. 

14 & 15. State and Central Taxation — Co-ordination 
On principle, it is desirable to co-ordinate measures of 
Central taxation with those of State taxation, but as the 
conditions and needs of each State vary, there is not 
much practical scope for uniformity of taxation. At 
present, the Government of India and the State Govern¬ 
ments consult one another, wherever this is considered 
desirable or is necessary under the Constitution, and this 
practice will, no doubt, be continued. The only point of 
general importance is that under the present distribu¬ 
tion of sources of revenue between the Centre and the 
States, the State Governments have not got sufficient 
revenue to meet their requirements, and that the State 
resources are generally inelastic, which is not the case 
with Central sources of revenue, 



MEMORANDUM n 


General Note 

1, Income and expenditure of local bodies. —State- 
ments showing the details of income, expenditure, etc,, 
of municipal councils, district boards, Corporation of 
Madras and panchayats for the last five years (for which 
figures are available) in the form prescribed by the 
Commission are annexed to this Memorandum. 

2. Budgetary position .—Owing to the war, prices had 
increased and the staff of local bodies had to be paid 
dearness allowance as in the case of the State Govern¬ 
ment servants. Such allowance was given to the servants 
of local bodies from 1st December 1943, Apart from the 
above expenditure, the cost of services of local bodies 
had increased owing to the increase in the cost of labour 
and materials all round. So Government had to give 
grants to those local bodies who could not meet from 
their own funds the extra expenditure involved in the 
payment of dearness allowance to their staff at the rates 
sanctioned by Government from time to time ; such 
grants are limited to the dearness allowance actually 
paid or to the deficit caused by the payment of this 
allowance, whichever is lower. 

As several municipal councils were reluctant to raise 
the rate of property tax adequately, Government took 
power in 1944 to compel municipal councils to levy the 
tax at such rates as Government may fix —vide section 
81-A of the Madras District Municipalities Act, 1920. 

Again in 1945, Government empowered municipal 
councils, and district boards to levy a duty on transfers 
of immovable property in their limits. The duty is 
collected as a surcharge on the State Government’s 
stamp duty on such transfers —vide section 116-A of the 
Madras District Municipalities Act, 1920, and section 
110-A of the Madras District Board Act, 1920. 

In 1945, the rate of land-cess levied by district boards 
for general purposes was raised from 1J annas in the 
rupee of land revenue to 2 annas by an amendment of 
the Madras District Board Act, 1920. The rate of cess on 
lands levied by district boards for purposes of elementary 
education under the Madras Elementary Education Act. 
1920, has been increased by Government during the 
past ten years and at present the rate of education-cess 
levied is 3 annas in the rupee of land revenue in most 
of the districts. 

From the year 1945, the Government have assigned to 
local bodies 90 per cent, of the total collection of Enter¬ 
tainments tax in their jurisdiction after deducting 10 
per cent, towards collection charges. 

From 1st April 1946, the Government Highways 
Department took over for maintenance the main roads 
from local bodies and stopped the payment of annual 
road maintenance grants previously paid to them. How¬ 
ever, from 1947-48 Government have been giving grants 
to local bodies for the execution of Post-War Road 
Development Programmes. The grants given to local 
bodies by the State Government for the road develop¬ 
ment programmes for the last six years are shown 
below ; — 


Y ear 





Grant 
(in lakhs of 
rupees) 

1947-48 



... 

... 

15.36 

1948-49 


... 

... 

... 

... 22.66 

1949-50 


... 

... 

... 

... 67.60 

*950-51 


... 

... 

... 

47,44 

1951-52 


... 

... 

... 

... 50.47 

1952-53 





... 51.00 

254.53 


From 1st April 1951, owing to the coming into force 
of the Madras Village Panchayats Act, 1950, the cost 
of the District Panchayat Officers, Deputy Panchayat 
Officers and their staff is borne by the Government as 
their services were taken over from district boards by 
the Government from that date. 


on Local Taxation 

From 1st January 1952, Government are meeting one- 
half of the cost of Municipal Engineers. 

3. Relative significance of the different sources of 
revenue. —For municipalities, the tax revenue is the 
most important item. 

For district boards, the income from land and educa¬ 
tion cesses is the sheet anchor of revenue. Next come 
State Government grants for services. 

In this State, no local body has undertaken transport 
services- A few of the municipalities distribute electric 
power in their areas and derive some income, 

4. Principal taxes. —The Corporation of Madras and 
the mufassal municipalities levy property-tax compris¬ 
ing— 

(a) a tax for general purposes of lands and build¬ 
ings ; 

(b) a water and drainage tax ; 

(c) a lighting tax ; and 

( d ) a scavenging tax. 

Scavenging tax is not levied by the Corporation of 
Madras. In addition, the municipalities levy profession 
tax, a tax on vehicles and animals and surcharge on 
stamp duty and an education tax as a surcharge on 
property tax. Some of the municipalities (which are 
pilgrim centres) levy pilgrim tax also. 

The Corporation of Madras - derives a great slice of 
its revenue from the assignment of entertainments tax. 

It may be observed from the statistics of income and 
expenditure furnished that the income from the said 
taxes has generally been on the increase. It may be 
mentioned in this connexion that the income from pro¬ 
fession tax has generally been on the up-grade owing 
to the raising of the limit of the maximum tax leviable 
per annum on a person from Rs. 50 to Rs. 250 under 
the Constitution of India and consequent increase by 
local bodies of the rates of the tax levied by them. 

So far as district boards are concerned, their main 
source of revenue is the income from land and education 
cesses and the duty levied on transfers of immovable 
property levied as a surcharge on the stamp duty levied 
by the State Government. It is seen in the case of the 
district boards also that the income from the said items 
of revenue has generally increased. But it has to be 
stated here that the income from land-cess had declined 
owing to the abolition of zamindaris and consequent 
fixation of rentals at reduced rates under the Madras 
Estates Land (Reduction of Rent) Act, 1947. 

Under the Madras Village Panchayats Act, 1950, 
panchayats have to compulsorily levy— 

(a) a house tax ; 

(b) a profession tax ; 

(c) pilgrim tax ; 

(d) a vehicle tax ; and 

(e) a duty on transfers of immovable property. 

But many of the minor panchayats are reluctant to levy 
the first three taxes. The question of making the levy 
of profession tax an optional one and deleting the vehicle 
tax altogether is under the consideration of this Govern¬ 
ment. 

The income from the various taxes are likely to be 
maintained in the years to come. The Government of 
India have recently agreed to pay taxes at the enhanced 
rates that may be fixed from time to time by the local 
bodies and at the enhanced valuation as may be arrived 
at in respect of their properties in the limits of the 
various local bodies provided such properties were taxed 
before. This decision of the Government of India is sure 
to go some way in augmenting the finances of local 
bodies. 

5. Measures taken to enhance taxation revenue .—The 
measures this Government undertook to increase the 
taxes and revenues of local bodies at various periods 
are set out in the reply to item 2 of the questionnaire. 
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Apart from these, the rate of surcharge on stamp duty 
levied by the mufassai municipalities was increased from 
1st April 1949. 


The Government fixed with effect from 1st April 1949 
the rate of property tax levied on vacant lands in most 
of the mufaSsal municipalities on the basis of capital 
value, as they considered that the value of these lands 
had increased enormously and the lands could therefore 
bear heavier taxation and the levy of the tax on capital 
value would be equitable and take into consideration 
such increase in such values. 


6. Administration —(i) Set up at different levels .— 
Executive authorities have been appointed to the 
Corporation of Madras, the mufassai municipalities, and 
the major panchayats to attend to the day-to-day 
administration, including levy and collection of taxes, 
etc. The executive’ authorities of the Corporation and 
the mufassai municipalities and major panchayats are 
subject to the administrative control and discipline of 
the Government. The Presidents of district boards are 
themselves the Executive Authority of their Boards. 
Deputy Panchayat Officers and District Panchayat Offi¬ 
cers have been appointed to supervise the work of the 
panchayats. There are Regional Inspectors of Municipal 
Councils and Local Boards and the Inspectors of Muni¬ 
cipal Councils and Local Boards to supervise the work 
of the Deputy Panchayat Officers and District Pan¬ 
chayat Officers and to check up the work of the 
municipalities and district boards. 


(ii) and (iii) Assessment , appeal and revision .—The 
executive authorities are mainly responsible for the 
preparation of the assessment lists. Objections against 
any assessment made by him are, however, heard by 
the municipal councils or a committee thereof in the case 
of municipalities and by the Taxation Appeals Com¬ 
mittee, which is a statoury committee, in the case of the 
Corporation of Madras. In the case of panchayats, 
appeals lie to the panchayat boards. There is provision 
in the Madras District Municipalities Act for the appoint¬ 
ment of a Special Officer by the Government to exercise 
all the appellate powers of the municipal council. 

(iv) Collection.—There is sufficient staff for the collec¬ 
tion of taxes by local bodies. Provision has been made 
in the Acts for the distraining of the movable properties 
of a defaulter and for prosecuting defaulters in cases 
where a distraint or a sufficient distraint of the de¬ 
faulter’s property is impracticable. 

7. Tax evasion .—In view of the provisions for distrain¬ 
ing properties in case of default and for prosecuting 
before a magistrate such defaulters, it is considered that 
there is not much scope for evasion of taxes and conse¬ 
quent loss of revenue. The administration of municipali¬ 
ties and district boards is reviewed by the State Govern¬ 
ment annually and local bodies which are slack in collec¬ 
tion work are pulled up then. There is an annual audit 
by the Examiner of Local Fund Accounts or his subordi¬ 
nates. It is therefore considered that no counter-measures 
for evasion of taxes need be considered. 

8. Other points of important ,—Nil. 


# 

Annexure - 


Municipal Councils in Madras State 

General Information and Details of Income 



1947-48 

1948-49 

1949 - 5 ° 

1 95 0 - 5 I 

1951-52 


I 

a 

3 

4 

5 

6 

A. General Information— 

1, Number . \ .J : 

81 

91 

94 

95 

98 

2. Population ........ v. . jfc 

3,621,499 

3.853.300 

3,928,706 

3 > 95°»394 

5.473.344 

3. Total income from all sources (in lakhs of rupees) 

441-97 

55***4 

6oi*13 

636* 56 

688-89 

4. Total income from rates and taxes (in lakhs of rupees) 

356-39 

307-63 

332*96 

370*61 

397*17 

5. Per capita incidence of total income ..... 

Rs. 12-3-0 

14-5-0 

1 

16-2-0 

12-9-0 

6. Per capita incidence of income from taxes .... 

5-15-6 

6-5-3 

7 - 3 -J 

7 -H -5 

6-7-6 

B. Details of Income (in laks of rupees)— 

I. Tax—Revenue— 

(i) General property tax (tax on houses and lands) 

76-34 

87-32 

100*49 

104*05 

108*69 

(«) “Service” taxes (water, lighting, drainage, conservancy, 

82*32 

99 * 3 1 

i2i* 70 

133*45 

147*55 

etc.) (a). 

(iii) Local fund cesses ....... 




** 


(ir) Octroi and terminal taxes (to be shown separately) . 


■* 




(0) Tolls (A). 

32*70 

32*11 

22*79 

25*81 

25*94 

(pi) Taxes on goods and passengers carried by rOad or inland 






waterways. 

(»«) Taxes on vehicles, animals and boats .... 

9*35 

10*49 

10-77 

10*30 

9*95 

(viii) Profession tax . . . 

(r)i2* 10 

(c) 12*07 

(r)i2* 11 

16*09 

19*09 

(ix) Theatre tax 






(x) Pilgrim tax ........ 

J -79 

2*20 

1*67 

2*00 

1*28 

(xi) Town Improvement and “betterment” taxes (d ) 

(xii) Other taxes, cesses and rates (to be specified separately)— 

0*23 

0*32 

o *39 

0*53 

0*20 

Entertainments tax ....... 

28*78 

4**35 

46* 18 

* 49 ‘JO 

56-25 

Tax on servants ........ 

0*02 

0*02 

0*02’ 

0*02 

0*03 

Surcharge on stamp duty ...... 

12* 76 

22-44 

16*84 

29*26 

28*20 

Total 

256*39 

307*63 

332-96 

370 * 6 l 

397*17 


50—1 T. E, Com. (N.D.J/55 








39° 


l 

a 

3 

4 

5 

6 

IT. Non-tax—Revenue— 






Grants from Government'— 

(*) For roads and buildings ...... 

(ii) For education ........ 

(tit) For medical and public health purposes (e) 

(iv) For other purposes ....... 

1*28 

ai -74 

4-84 

2 - 13 

3-56 

23-01 

21-11 

i *33 

6-03 

27-49 

*5*83 

7-74 

33-89 

14-62 

0*32 

8- 70 
34 ' 39 
45*33 
0*31 

Total 

29*99 

49*01 

49-35 

56-57 

88- 73 

Fees, fines, etc. (/) ........ 

71-36 

87-24 

50 

00 

cn 

99*80 

IO7-89 

Miscellaneous (g) ........ 

84-23 

107-26 

126’96 

109-58 

95*10 

Grand Total 

441*97 

55*'14 

601*13 

636-56 

688-89 

G Details ol Expenditure (in lakhs of rupees)— 






(*) Administration ........ 

28* 76 

35-85 

41-64 

45'53 

50-07 

(«) “Service” (water-supply, drainage, conservation, lighting, 
etc., charges) (A). 

201* 23 

243-83 

271-28 

294-59 

381 - 10 

(Hi) Medical and public health ...... 

58-63 

63-95 

76-65 

79**4 

9*’73 

( u >) Roads and buildings ....... 

47-17 

64-09 

79-36 

102*88 

111-26 

(t/) Miscellaneous ......... 

* 

74-38 

100-06 

* 15*94 

120-35 

102*73 

Total 

408-17 

507-78 

584-87 

642-49 

736-89 


Remarks-— 

<fl) Iocludes education tax, 

(5) Contribution from Government under the Madras Motor Vehicles Taxation Act* 1931. 
(r) Includes compensation for loss of income due to limitations of the- rates of tax. 

(d) Betterment contribution. 

(<) Includes grants far water-supply and Drainage Schemes. 

(/) Includes fees from educational institutions. 

(g) Includes income from Municipal Electrical undertakings. 

(A) Includes expenditure on education. 


District Boards in Madras State 



1947.48 

1948-49 

* 949-50 

i 95 0 - 5 i 

1951-52 


1 

2 

3 

4 

5 

6 

A. General Information— 

i. Number .......... 

24 

24 

25 

25 

25 

2. Population (in lakhs) («)..,..., 

449-01 

446-70 

450-92 

45 °• 7 ° 

495-89 

3, Total income from all sources (in lakhs of rupees) 

697-23 

823-34 

815-48 

88O-4I 

908-29 

4. Total income from rates and taxes (in lakhs of rupees) 

327.56 

369 • 77 

340-88 

383-23 

397-89 

3* Per capita incidence of total income ..... 

Rs. i—8—o 

1-13-0 

r-13-0 

1-14-0 

1-13-0 

6. Per capita incidence of income from taxes .... 






B. Details of Income (in lakhs of rupees)— 

Tax —Revenue— 

(t) General property tax (tax on houses and Lands). 






(it) “Service” taxes (water, lighting, drainage, conservancy, 






etc-). 

(tii) Local fund cesses ....... 

215*80 

236-97 

214*56 

243-94 

249*62 

(ip) Octroi and terminal taxes (to be shown separately) . 






(p) Tolls .......... 

60-59 

5 6 *63 

45*42 

42-58 

37*49 

(vi) Taxes on goods and passengers carried by road or in land 


f f 


# # 


—waterways. 

(wi) Taxes on vehicles, animals and boats .... 






(viii) Profession tax ........ 

2*83 

2-03 

7*73 

1-85 

2 * JO 

(ix) Theatre tax ........ 




. , 

# # 

(x) Pilgrim tax ........ 

•* 18" 

0-31 

o- 28 

0* 10 

0*23 

(xi) Town improvement and “betterment” taxes 






(xii) Other taxes, tesses and rates (to be specified separately)— 
Entertainments tax „ 

1 ‘99 

3*06 

3-89 

4 * 9 * 

3-05 

Surcharge on stamp duty ...... 

46-17 

97'77 

69-00 

69*85 

106*40 

Total 

327-56 

396-77 

340-88 

383-23 

397-89 


r 






3&i 


I 


3 


4 


II. Non-tax—Revenue— 


Grants from Government— 


(f) For roads and buildings ..... 

(it) For education ........ 

(m) For medical and public health purposes 

(iv) For other purposes ....... 

20 ’ 7 CJ 

143*47 

i *79 

6*64 

3 ** 7 « 

185*05 

3*94 

0*82 

75*46 
196* 70 

3 * 5 * 

o* 12 

1 

63*8! 

212'19 

2*91 

7*71 

80-60 

19**45 

4*72 

8*90 


Total 

172-66 

220*59 

275*79 

286*62 

285-67 

Fees, fines, etc. (c) (b) . 

Miscellaneous (c) * 

. 

71-45 

95-56 

8r*oi 

124*97 

95-28 

103-53 

120-91 

89-65 

128*62 

96*11 


Grand Total 

667’23 

823-34 

815-48 

•'f 

b 

CO 

CO 

908*29 


G. Details of Expenditure (in lakhs of rupees)— 

(t) Administration ........ 

(it) *'Service” (water-supply, drainage, conservation, lighting, 
etc.* charges) (d) 

(Hi) Medical and public health ...... 

(w) Roads and buildings ....... 

(p) Miscellaneous ........ 


29* 18 

3 X *47 

38*87 

41-97 

37-65 

382*55 

45 i*i 5 

478*89 

496-87 

539-02 

53*53 

73 *i 3 

68*73 

76* 26 

8l ’ 92 

136-46 

225*11 

249*98 

277*20 

392*38 

22*83 

30*34 

25*01 

35*59 

28* I9 


Total . . 624*55 811*20 861*48 927*89 978*46 


Remarks— 

(a) Includes land cess debitable to panchayats. 

( 4 ) Contribution from Government under the Madras Motor Vehicles Taxation Act, 1931 

(c) Includes fees from educational institutions. 

(d) Includes expenditure on education, 

(p) 1951 Census 


Corporation of Madras 



1948-49 

1949-50 

1950-51 

1951-52 

1952-53 

I 

2 

3 

4 

5 

6 

A. General Information— 

777,481 

777,481 

L 429,374 

L 429,374 

1 » 429,374 

1. Population . . ■ • • 

Rs, 

Rs. 

Rs, 

Rs. 

Rs. 

2, Total income from all sources ...... 

1.76,73.347 

1,80,63,882 

1,90,29,965 

2,38,98,282 

2,31,54,318 

3. Total income from rates and taxes ...... 

'.32,36,540 

1 , 32 , 74^55 

1,40,54,045 

1,67,29,649 

1.67,13,453 

4. Per capita incidence of total income ..... 

9-6-6 

10-4-10 

7-11-6 

8-7-3 

8-10-3 

5. Per capita incidence of income from taxes .... 

12-7-9 

i 3 - 5“7 

10-12-3 

12—10—3 

12-J-1 

B, Details of Income— 






I. Tax—Revenue— 






(i) General property tax ...... 

57,16,702 

64,30,429 

68,98,468 

82,13,323 

84,90,640 

(«) Service tax— 1 






(a) Lighting . • ■ 

9,12,876 

9,52,083 

10,22,279 

12,44,731 

12,09,411 

(b) Water . 

7 ,° 3 . 7 01 

7,40,603 

7 , 67,366 

9,33,522 

9,07,998 

(c) Drainage. 

9,71,480 

9,87,353' 

10,23,158 

12,44,701 

12,10,564 

(m) Octroi and terminal taxes. 






(iv) Taxes on goods and passengers carried by road or inland 





.. 

waterways. 






(u) Taxes on vehicles and animals ..... 

2,23,712 

2,13,054 

2 , 13,795 

2,58,218 

2 , 49,790 

(vi) Profession tax ....... 

5 , 8 3,393 

5,88,602 

5,68,857 

5,73,280 

5 , 84,345 

(wi) Town improvement and betterment tax . 

19,810 

49,624 

L 52,497 

3,46,652 

4,61/169 

(mi) Other taxes— 






(a) Companies tax ....... 

4> OI >°77 

4,49,923 

4,62,160 

4,77,560 

4,96,87a 

(b) Tax on timber . .. 

1,85,922 

1,30,399 

1,5203 

1,60,866 

1,62,994 

(c) Entertainment tax. 

13 , 29,373 

14,89,433 

16,58,189 

18,99,268 

17,81,710 

(d) Duty on transfer of property 

9 , 97,972 

10,29,973 

9,26,048 

11 , 73 , 47 * 

9 , 24,947 

(*) Advertisement tax ....... 

1 , 10,943 

1,29,145 

1,27,465 

1.29,371 

1 . 47,519 

(/) Tax on carts. 

79,479 

83,534 

82,740 

84,685 

85,564 


1,22,36,440 1,33,74,155 1,40,54.335 1,67,29,649 1,67,13,453 


Total 
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I 

2 

3 

4 

5 

6 

II. Non-tax—Revenue— 






(a) Grants from Government— 

(») Roads and buildings ...... 

25.799 

39,799 

38,799 

44,580 

44,880 

(ii) Education—Secondary ..... 

5 . 37 ' 

4 , 9 i 7 

9 , 2 1 4 

8,603 

10,087 

(fit) Medical and public health purposes 

I >925 

2,810 

20,790 

26,645 

26,409 

(t'p) Other purposes ...... 

. 





Total 

33,095 

47,526 

68,803 

79,828 

81,376 

(b) Fees fines, etc.— 

2, Licence fees from private markets 


57,878 

98,685 

83,107 

76,763 

2. O and D licence ....... 

10,44,099 

8,21,832 

7 , 44,559 

8,70,281 

8,92,130 

3. Building licence ....... 

- 

2,58,641 

2,16,893 

2,32,127 

1,64,452 

Total 

10,44,099 

11,38,35' 

10,60,137 

11,85,515 

n. 33,345 

(r) Miscellaneous . 

43.59.613 

36,03,850 

38,46,980 

59,03,290 

52,26,144 

Grand Total 

• 1,76.73.247 

1,80,63,882 

1,90,30,145 

2,38,98,282 

2,31,54,318 


G. Details of Expenditure— 

(i) Administration 
(») Services— 

Water-supply 

Drainage 

Lighting 

Conservancy . 

(in) Medical and public health 
(ip) Roads and buildings 
(p) Miscellaneous . 

. 13,96,955 

. >9,05,120 

21,42,201 

.9,19,885 

.28,83,323 

32,05,273 

. 34 , 28,219 

.23,69,818 

13,77,736 

19 , 03,954 

23,06,468 

9 , 45,079 

29,55,8i8 

35,42,041 

30,96,825 

25 , 93,515 

14,00,396 

21,53,198 

22,61,480 

9,38,621 

29,50,736 

37,37,508 

30,22,931 

28,12,759 

15,80,253 

21,54,206 

23.83.439 

10,21,454 

32.28.440 

39 , 09 , 3 " 

41,80,837 

38,52,523 

17,08,774 

22,79,788 
25,10,813 
",27,803 
31,89,360 
, 41,01,781 
46,73,320 
32,86,325 

Total . . . 1,82,44,794 

1,87,21,436 

1,92,77,629 

2 , 23 , 09,463 

2,28,77,964 


Panchaynts in Madras State 

' 





— 1946-47 

1947-48 

1948-49 

1949-50 

1950-51 


1 2 

3 

4 

5 

6 


A. General Information— 

r. Number ........ 



6,807 

6,951 

7 ,i 8 i 

7,617 

8,062 

2. Population (as per 1941 census) .... 



19,974,578 

Rs. 

19,974,578 

Rs. 

19 , 974,578 

Rs. 

19,974,578 

Rs. 

19,974,578 

Rs. 

3. Total income from all sources .... 



44 , 99,917 

64,09,559 

103,14,821 

1,25,62,659 

1,40,80,878 

4. Total income from taxes ..... 



3*4^829 

3,69,341 

3,66,529 

4,4 1 ,50° 

4 > 72,776 

5. Per capita incidence of total income . 



Q-4-O 

0-5-0 

0-8-0 

0-10-0 

0-11-0 

6. Per capita incidence of income from taxes 



0-0-3 

0-0-4 

0-0-4 

0-0-4 

0-0-5 

B» Details of Income— 

I. Tax—Revenue— 

(t) General property tax (tax on houses) 

(it) “Service Taxes”— 

• 


2 , 33*440 

■ 

0 

'-j 

00 

2 , 39 , 4 ! 1 

3,02,493 

2,30,679 

(a) Scavenging and cess-pool fees 



14,619 

19,895 

15,190 

12,150 


(6) Lighting tax ...... 



L 54 * 

L251 

i, 54 i 

1,680 


(iti) Local fund cesses (land cess) 



13,38,501 

14,54,297 

17,18,977 - 

24,65,879 

11,67,267 

(ip) Octroi and terminal taxes .... 








(p) Tolls. 






.. 


( vi ) Taxes on goods and passengers carried by roads 

or inland 






waterways. 

(pit) Taxes on vehicles and animals 


. 

37,666 

52,123 

47,040 

64,609 

1*25,915 

(piii) Profession tax ...... 


* 

63,867 

74,638 

49,980 

70,825 

1,06,733 

(ix) Theatre tax * 

. 

* 





. * 

( x ) Pilgrim tax 


► 






(xi) Town improvement and “Betterment taxes” * 


. 






(xii) Other taxes, cesses and rates— 

(a) Mahaimat tax ...... 

* 

• 

8,155 

15,502 

30,098 

3,574 

9,449 


16,97,789 18,44,784 21,02,237 29,21,210 16,40,043 


Total 
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X 

a 

3 

4 

5 

6 

II. Non-tax — Revenue — 






(#) Grants from Government — 






(i) For roads and buildings (communications) 

1,38,327 

^92>942 

3*24,299 

4,18,690 


(it) For education (Library also included) 

6,20,732 

7,39,443 

9,36,456 

8,19,104 


(iii) For medical and public health purposes 

. * 





(ip) For other purposes . . . . . 

- 


•• 

*■ 


Total (a) 

7,59,059 

9,32,385 

12,60,755 

12,37*794 


(b) Fees, fines, etc. (licence fees and magisterial fines) 

2,76,62a 

2,73,790 

80,858 

4,53,163 

34*39° 

(c) Miscellaneous— 






(i) Income from usufructs of trees ..... 

1,29,544 

1,51,590 

2,24,915 

1,94,702 

2,02,883 

(it) Income derived from canals . 

*8,073 

39,23* 

42,392 

15,142 

75* 6 38 

(iii) Income from bus-stands . 

97a 

*5,7” 

24,451 

16,813 


(iv) Income from markets ...... 


1,64,133 

1,76,993 

2,06,063 

2,71,222 

(p) Income from fairs and festivals .... 

24,567 

21,784 

19,260 

31,458 


(pi) Income from sales of rubbish ..... 

30,302 

40,668 

26,295 

31,040 


(pt'i) Contributions (from district boards, individuals or 

2,99,333 

2,24,216 

1,71,067 

1,38,675 


Government). 






(p iii) Communal porambokes ..... 

2,38,339 

2,62,525 

1,56,989 

44,356 

3,7^246 

(ix) Income from fisheries ...... 

1,42,426 

1,75,668 

2,02,121 

2,10,760 

3*77*5* 1 

Total (p) 

10,33,706 

10,95,526 

10,44,483 

8,89,009 


Grand Total (a), ( b ) and (r) 

20,69,387 

23,01,701 

23,86,096 

25,79,966 

.. 


C. Details of Expenditure— 

(i) Administration (including contingencies) 

4,33,862 

5,47,438 

9,20,457 

7,06,787 

(it) Services— 

(<t) Water supply charges ...... 

( b ) Conservation charges . . * - ’ \ *1 

(c) Lighting charges ...... .;*■/ 

4,32,957 

, 5,03,942 

1,36,921 

4*37*735 

6*43*7.71 

1 *55*44* 

5,46,809 

6,64,074 

2,i5,57i 

8,37,625 

5,3!,273 

2,67,361 

Total (it) 

10,72,820 

12,36,947 

14,26,454 

16,36,259 


Grant Total (i) and («) 

. 15,06,682 

17,84,385 

23*46*9* * 

23>43*°46 

(iii) Medical and Public Health— 

(а) Expenditure on combating epidemics 

(б) Cost of sanitary arrangements .... 

Rs. 

. 12,621 

23,480 

Rs. 

18,472 

3 0 ,4 8 3 

Rs. 

18,583 

27,213 

Rs, 

20,300 

34,814 

Total 

36,101 

48,955 

45,796 

55* 1 *4 

(ip) Roads and buildings— 

Roads ......... 

(p) Miscellaneous—- 

Education ........ 

11,98,425 

7,48,99° 

18,76,510 

8,88,062 

22,05,681 

9,21,554 

35*14*0*3 

10,55*35* 

Grand Total 

34,90,198 

45*97*912 

55**9*942 

69,67,524 


Nore.—Up to 1950-51 the levy of taxes by panchayats was optional, only very few panchayats resorted to levy of taxes such as house tax, profession tax and 
vehicles t«. Generally the minor panchayats have been averse to levy any kind of tax. From 1st April 1951 the New Madras Village Panchayats Act has come into 
the lm of the said taxes is mandatory. The income realise by minor panchayats under tax resources was very meagre and worked out to below 10 
per ernt o the totaf Sme The ^erTapita Tncidence'of income from taxes was 3 pics P in 1946-47 pies from 1947-48 to 1849-50 and 5 pies in 1950-51. Now that 
the levy of house tax, profession tax, and vehicles tax has been made compulsory, it is expected that the panchayats would realise more income from the taxes. 


The house tax under the old Madras Local Boards Act which was in force till 31st March 1951 was levied on the basis of capital value or annual value. From 
IstAprU 1951 under the Madras Village Panchayats Act. the house tax is levied on capital value and annual value and also on the nature of building such a 
terraced, tiled and thatched buildings. 










MEMORANDUM No. IV 


Note on Individual taxes 


/, State (and allied Local) Taxes 
GENERAL SALES TAX 
Section I. —Factual Background 


1, Summary of the main features of the Act and 
amendments of the Lau) , etc ,—The sales tax is levied 
in the Madras State under the Madras General Sales 
Tax Act, 1939, and the rules framed thereunder—the 
Madras General Sale Tax Turnover and Assessment) 
Rules and the Madras General Sales Tax Rules, as 
amended from time to time. The Act authorizes the 
levy of a general tax on the sale of goods 
other than electrical energy, motor spirit, manu¬ 
factured tobacco, and any goods on which duty 
is or may be levied under the Madras Abkari Act, 1886, 
the Madras Prohibition Act, 1937, or the Opium Act, 
1878. The tax is collected on the turnover of dealers. 
No tax is payable in a year when a turnover in that year 
is less than Rs. 10,000. 

2. Amendments of the law , 1939-1948.—Initially the 
tax was levied at a rate of Rs. 5 per month on a turn¬ 
over between Rs. 10,000 and Rs. 20,000 a year, and at 
a rate of half of 1 per cent, on a turnover exceeding 
Rs. 20,000 a year. Subsequently in 1940, the rate of tax 
was reduced to Rs, 4 per month on the first slab of 
turnover and to one quarter of one per cent, in the 
second slab of turnover. The rate was again revised with 
effect from the 1st October 1943 as under : — 

Annual turnover from Rs. 10,000 to Rs, 15,000. Rs. 8 per month 
Annual turnover exceeding Rs. 15,000 but not Rs. 12 per month 

exceeding Rs. 20,000. 

Annual turnover exceeding Rs. 20,000 . * 1 per cent 

The Act was again amended in 1947, and brought into 
.effect from the 1st January 1948. The absolute exemp¬ 
tions previously enjoyed by bullion and specie, cotton 
yarn and hand-loom cloth were then withdrawn ; the slab 
rate was abolished and the general rate of tax was 
increased to 3 pies for every rupee, and an additional 
tax at 3 pies or 6 pies per rupee on certain luxury articles 
such as motor vehicles and spare parts, radio sets, elec¬ 
trical goods and photographic cameras was introduced. 
This additional tax was made payable at such single 
point in the series of sales by successive dealers as 
might be prescribed— See section 3 (2) of the Act. 

In the case of vegetables, fruits, flowers, fish and 
meat of all kinds (except coconuts, canned, preserved, 
dried or de-hydrated vegetables, fruits, fish and meat) 
the previous flat rates of tax for turnover from Rs. 10,000 
to Rs. 20,000 were, however, left unchanged. This was 
done by a notification issued under section 6 of the 
Act. In the case of bullion and specie, the tax was made 
leviable at one quarter of 1 per cent, in respect of the 
sale by the first dealer in the State. In regard to un¬ 
tanned hides and skins, the tax was made payable by 
the tanner and the exporter at the general rate of 3 
pies in the rupee calculated on the purchase value of 
the untanned hides and skins bought for tanning or 
export. The taxation of “ works contracts ” on the pro¬ 
portionate cost of the goods involved was also introduced 
at the time. In the case of contractors, who execute con¬ 
tracts using their own materials, tax is levied on the 
total contract value deducting the cost of labour— See 
rule 4 (3) of the Turnover and Assessment Rules, 1939. 
Provision was also made for the registration of all 
dealers with a turnover of Rs. 7,500 and above and for 
the restriction of the collection of the tax to the regis¬ 
tered dealers alone and for the payment of the entire 
amount collected by way of tax to the Government. The 
procedure for registration is as laid down in section 
8 (A) of the Act and rule 5 (A) of the Turnover and 
Assessment Rules. The registration fee as well as the 
renewal fee is Rs. 6 per annum. 


3. Reasons for amendments of the law , 1939-48.—The 
general sales tax was first introduced in Madras by the 
Government (Congress Ministry) with a view to replac¬ 
ing the loss in excise revenue, consequent on the intro¬ 
duction of Prohibition in stages. When the Ministry 
resigned towards the end of 1939, the successor Govern¬ 
ment decided not to extend the scheme of prohibition 
and so reduced the rates of sales tax, as indicated above. 
When the prohibition programme was revived in 1946-47 
involving an ultimate annual loss of revenue of about 
Rs. 17 crores, it became necessary to increase the 
receipts from the sales tax, and hence the Act was 
further amended in 1947, as outlined above. 

4. Further amendments of the law , 1949-54.—With a 
view to augment the revenues of the State further, the 
Act was again amended, with effect from the 1st August 
1949 so as to levy an increased rate of tax, viz,, 44 pies 
in the rupee on articles of food and drink sold in hotels, 
etc., with a turnover exceeding Rs. 25,000. At about the 
same time, provision was made for the levy of the tax 
at one half of one per cent, o'n the turnover at a single 
specified point in the series of sales by successive dealers 
in cotton. (These sales were previously exempt from the 
tax.) The collection of tax on the sales of newspapers, 
periodicals, etc., levied at a single point was disconti¬ 
nued with effect from the 1st January 1951 with reference 
to the Government of India's legislation in the matter. 
The loss to the State Government on this account was 
then estimated at Rs. 2 lakhs per annum. With effect 
from the 15th February 1951, the tax on the sale of 
handloom cloth woven partly or wholly with mill-yarn 
was reduced from 3 pies to 14 pies in the rupee. This 
change was made as a measure of encouragement to the 
handloom industry. The loss of revenue involved was 
then estimated at about Rs, 4 lakhs per annum. (Sales 
by licensed dealers of hand-spun yarn and any cloth 
woven on handlooms wholly with hand-spun yarn and 
sold by persons dealing exclusively in such cloth have 
been exempt from the payment of tax since 1948.) In 
connexion with the Budget for 1954-55, the Madras 
Government have announced their intention to make the 
following further changes in the general sales tax : — 

(a) To include gold and silver wares and precious 
and imitation stones in the list of luxury articles 
liable to be taxed at a higher rate of tax at one 
point. (This is a revenue measure.) 

(b) To exempt from the tax the sale of meat, fish, 
green vegetables, flowers, fruits and eggs in 
order to give relief to the petty traders in this 
business. (The estimated loss of revenue is 
Rs. 9 lakhs per annum.) 

(c) To levy sales tax at As. 1-3 in the rupee at one 
point, in addition to the existing multi-point tax, 
on all mill-made cloth including woollen and silk 
fabrics but excluding coarse cotton cloth of 
16 counts and less and to give up the existing 
sales tax of 14 pies in the rupee on handloom 
products. (This is not quite a revenue measure. 
It is intended as a further step in the rehabili¬ 
tation of the handloom industry.) The loss from 
the discontinuance of the sales tax on handloom 
products is estimated at about Rs. 12 lakhs per 
annum. 

5. Licence fees .—The Madras General Sales Tax Act 
provides also for the grant of licences, on payment of 
licence fees, to persons who buy or sell on behalf of 
known principals and for the exemption from the pay¬ 
ment of tax of such of the transactions as are carried 
out in accordance with the terms and conditions of the 
licence. The rates of licence fees were changed with 
effect from the 1st April 1948. The rates in force before 
and after the change are indicated below : — 


Rates of licence fees in force from 1 st 

April 1946 to 31st March 1948 


For the grant or renewal of a licence 

If the turnover does 
not exceed Rs. 20,000 
per annum 

If the turnover exceeds 
Rs. 20,000 per 
annum 

1 

2 

3 


1. For dealing in bullion and/or specie ......... 

2. For dealing in cotton and/or cotton yarn other than handspun yarn and/or handspun 

yarn. 

3 . For dealing in hides and/or skins whether as a tanner or otherwise 

4. For dealing as specified in section 8 . 


Rs. 

Rs. 

50 

100 

50 

100 

10 

20 

75 

150 
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Rates of licence fees in force from ist April 1948 


For the grant or renewal of a licence 

If the turnover 
does not exceed 
Rs. 20,000 per 
annum 

If the turnover 
exceeds Rs. 
20,000 but 
does not ex¬ 
ceed 

Rs. 1,00,000 
per annum 

For every 
additional turn¬ 
over of one 
lakh or a 
fraction 
thereof 

i 

2 

3 

4 


Rs. 

Rs. 

Rs. 


1. For dealing in cotton and/or cotton yam other than handspun yam and/or 

handspun yam. 

2. For dealing in cloth woven on handloom wholly or partly with mill yam 

3. For dealing in bullion and/or specie . . . . » . 

4* For dealing in hides and/or skins whether as a tanner or otherwise 

5. For dealing as specified in section 8 


75 

25 

75 

25 

TOO 


150 


50 

15° y 
50 

200 


Note,—T he total fee leviable is subject to a maximum of Rs. 1,000. 


6* Cardinal principles of the lain (judicial pronounce¬ 
ments, etc*).~The cardinal principles of the General 
Sales Tax Act in Madras are the following : — 

(1) The tax is leviable on the ‘sale' of goods in the 
State [section (1)], It is not a duty of excise in the cloak 
of a tax on sales* (See the Privy Council Judgment in 
Governor-General in Council v. The Province of Madras ,) 
It has been held that a person who resides outside the 
Madras State but who comes to the Madras State, 
executes contracts of sales and delivers goods in the 
Madras State is liable to be taxed under the Madras 
General Sales Tax Act. The Madras High Court has 
held that Writ Petitions can be filed questioning the 
validity of the assessment (the Cosmopolitan Club v, 
the State of Madras ). But a Letters Patent Appeal has 
been filed against this decision. Under Article 286 of the 
Constitution of India, no tax is leviable on the sale or 
purchase of goods taking place outside the State from 
the commencement of the Constitution (26th January 
1950) or in the course of inter-State trade or commerce 
from 1st April 1951. The exact scope of this provision is 
still a matter of dispute, 

(2) The liability to tax is on a dealer whose annual 
turnover is Rs. 10,000 or more only. [See section 3 (3).] 

(3) In respect of the same transaction of sale, either 
the buyer or the seller, but not both should be taxed. 
[Section 3 (5),] The important definition in the Act 
pertain to “ goods ”, “ sale ” and “ turnover ”, [Section 2 
of the Act.] To be consistent with the provisions of the 
Constitution of India, Article 286 of the Constitution has 
been adopted as section 22 of the Act. 


Note. —The tax is levied on the purchase value instead of the sale value 
in a few cases— untanned hides and skins (as already referred to), cotton 
(including kapas) bought by a Spinning Mill or by a dealer who exports outside 
the State, groundnut and cashew. 

(4) The tax is a multi-point one except in respect of 
specified articles which have already been referred 
to. (Bullion and specie cotton including kapas, 
cotton yarn other than handspun yarn, hides and skins, 
cloth woven on handlooms wholly or partly with mill 
yarn.) [See section 5 of the Act and rules 4(A), 15 and 
16 of the Turnover and Assessment Rules.] The taxation 
at a single point has been introduced in the particular 
cases mentioned either because the cumulative effect of 
the multi-point tax will injure the development of the 
trade or because the margin of profit to the trade is 
meagre. The concession of single point taxation is sub¬ 
ject to the condition that the dealers take out licences 
and conform to the other conditions. 

7. Exemptions.— By the definition of “ turnover ”, the 
proceeds of the sale by a person of agricultural or 
horticultural produce grown by himself or grown on any 
land in which he has an interest whether as owner, 
usufructuary mortgagee, tenant or otherwise are exempt 
from the tax. Other exemptions and concessions in 
s respect of some specified goods are given under the pro¬ 
vision of sections 4, 5, 6 and 7 of the Act and rule 5 
of the Turnover and Assessment Rules. The exemptions 
under section 4 relate to commodities which are subject 
to the tax under other enactments as indicated at the 
beginning of this memorandum. The concessions given 
under section 5 of the Act—single point taxation, 

exemptions at certain stages and low rate of taxation- 
have already been referred to. The exemptions and con¬ 
cessions under section 6 of the Act are given by the 
Government by notification and this may be in respect 
of the tax payable— 

(a) on the sale of any specified class of goods, at all 
points or at a specified Doint or points in the 
series of sales by successive dealers, or 


(b) on any specified class of persons in regard to 
the whole or any part of the turnover. 

Some important exemptions and reductions notified by 
the Government are mentioned below (see also answer 
to question No. 130) : — 

(1) Concession for dealers in fruits, vegetables, 
flowers, fish, etc., which has already been 
referred to. 

(2) Exemption for single or multiple country oil 
chekkus. 

(3) Exemption for earthwork, laterites, metal, sand, 
jelly and gravel quarrying contracts. 

(4) Exemption for the tea sold by the Tea Estates 
to the Assistant Tea Controller, Coonoor, for 
export to Russia on Government of India 
account. 

(5) Exemption from the additional tax payable under 
section 3 (2) of the Act for the sales of all 
varieties of tractors used for agricultural pur¬ 
poses and spare parts of such tractors. 

(6) Exemption from tax on the sale of diagnostic 
X-ray photographic and electric hearing aids 
and accessories. 

(7) Exemption from tax for the sales of milk by 
Co-operative Milk Supply Societies and Unions 
excepting the sale to the actual consumer. 

(8) Concessions for the handloom industry. 

(9) Books published by the Universities of the State 
and some other institutions. 

(10) All sales effected by the Government of India. 
(Agents appointed or utilized by them for the 
sale of their goods are also exempt from the 
tax or licence fees.) 

The concessions under rule 5 of the Turnover and Assess¬ 
ment Rules relate to the reduction of certain items from 
the gross turnover for the purpose of assessment to the 
tax, ' 

As already stated, under Article 286 of the Constitution 
of India, no tax is leviable on the sale or purchase of 
goods taking place outside the State from the commence¬ 
ment of the Constitution (26th January 1950) or in the 
course of inter-State trade or commerce, from the 1st 
April 1951. 

8. Administrative set up. —(1) At the Secretariat level, 
the general sales tax is administered by the Revenue 
Department of the Government. The Government have 
got rule-making powers under section 19 of the Act and 
powers to grant exemptions and concessions under sec¬ 
tion 5 of the Act. Beyond administratively settling any 
difficulties that may be experienced, the Government 
have no statutory appellate or revisional powers over 
the orders of lower officers. 

(2) At the departmental level, the tax is administered 
by the Commercial Taxes department which has been 
functioning as a permanent organization separate from 
the Revenue department with effect from the 1st April 
1948. This department is also in charge of the adminis¬ 
tration of other commercial taxes. The head of the 
department is the Commissioner of Commercial Taxes 
who is also a Member of the Board of Revenue. For the 
purpose of administration, the Composite State of Madras 
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was divided into four divisions. The present State of 
Madras consists of three divisions, each division com¬ 
prising four or five Revenue districts. East division is 
in charge of a Deputy Commissioner of Commercial 
Taxes who is an administrative officer, besides being 
the revisional authority in respect of assessment under 
the Madras General Sales Tax Act. Ordinarily, one 
revenue district is in charge of a Commercial Tax 
Officer, who is the administrative officer of the district 
concerned besides being an appellate and revisional 
authority. However, heavy districts like Madras, Madu¬ 
rai, Tirunelveli and Coimbatore are in charge of two 
Commercial Tax Officers, whereas the Nilgiri district, a 
lightT district, is attached to the charge of the Commer¬ 
cial Tax Officer, Coimbatore (North). Deputy Commer¬ 
cial Tax Officers and Assistant Commercial Tax Offi¬ 
cers are the assessing officers. These are non-gazetted 
officers. Assistant Commercial Tax Officers are empow¬ 
ered to assess dealers having an annual turnover of 
Rs. 10,000 to Rs. 20 , 000 . Deputy Commercial Tax Offi¬ 
cers are empowered to assess dealers having an annual 
turnover of more than Rs. 20 , 000 . The jurisdiction 
of each of the officers is generally one Revenue 
taluk with a little modification with reference to the 
number of assessees., Assistant Commercial Tax 
Officers are in charge of the work of collection from 
all assessees with the assistance of bill-collectors ana 
village munsifs. The Deputy Commercial Tax Offi¬ 
cer is generally responsible for the state of collec¬ 
tion as the head of the office. The assessing officers 
are empowered to inspect places of business and examine 
the accounts besides offering departmental composition 
of the offences committed under the Act. A Deputy Com¬ 
mercial Tax Officer is expected to do approximately 300 
to 400 assessments, whereas an Assistant Commercia] 
Tax Officer does 250 to 300 assessments per annum. The 
Commercial Tax Officer is the first appellate authority 
under the Act irrespective of the quantum of assessment 
disputed. He is also vested with ‘ suo motu' powers to 
revise the assessments, imposed by the assessing officers. 
He is also an administrative officer for the district con¬ 
cerned. A second appeal lies to the Sales Tax Appellate 
Tribunal which has been constituted under the Madras 
Act VI of 1951 . If no appeal is filed before the Tribunal, 
revision petition can be preferred to the Deputy Com¬ 
missioner concerned, who is the administrative as well 
as the revisional authority. The Deputy Commissioner is 
the appointing authority for Assistant Commercial Tax 
Officers and Deputy Commercial Tax Officers. The 
Deputy Commissioner is also vested with the * suo motu ’ 
revisional powers under the Act. Under section 16-A of 
the Act, the jurisdiction of the Criminal Courts to ques¬ 
tion the validity of the assessment is ousted. The Madras 
High Court has recently held that this Section is ultra 
vires. Steps are being taken to file an appeal to the 
Supreme Court against this decision. Under section 18-A 
of the Act, the jurisdiction of the Civil Courts also has 
been oustpd except as provided for under the Act. 


9. Cost and efficiency of tax administration and collec¬ 
tion. —As the Commercial Taxes department is in charge 
of all commercial taxes (excepting electricity duties) and 
not only the general sales tax, it is difficult to work out 
the cost of administration and collection of the general 
sales tax alone. The average receipts from all commercial 
taxes during the years 1950-51 and 1951-52 amounted to 
a little, over Rs. 19 crores a year, while the average cost 
of the department was Rs. 47 lakhs a year, i.e. t 2 % 
per cent, only of the actual collections. In 1952-53, the 
total collections from commercial taxes fell to Rs. 17 
crores mainly on account of the slump in prices and the 
operation of Article 286 of the Constitution of India, 
while the cost of the department went up to Rs. 53 lakhs. 
The estimated receipts for the present Madras State for 
the year 1954-55 for all commercial taxes is Rs. 12-15 
crores, while the cost of the department is Rs. 40 lakhs, 
i.e., over 3 per cent, of the cost of collections. Though 
on the whole, the administration and collection of the 
tax is satisfactory, steps are being taken to improve the 
efficiency of the administration and to reduce evasions. 
The Deputy Commercial Tax Officer who was function¬ 
ing primarily as an assessing authority leaving the 
responsibility for collection to the Assistant Commercial 
Tax Officer in respect of all assessees is now held 
responsible for collection work also. In fact, the separate 
offices of the Assistant Commercial Tax Officer and the 
Deputy Commercial Tax Officer have been combined, 
and the Deputy Commercial Tax Officer made the head 
of the combined office, with effect from the 1st April 
1953. Apart from the recent agitation for the conversion 
of the multi-point sales tax into a single point one, the 
working of the Act in the Madras State has generally 
been satisfactory even from the point of view of the 
tax payer. All practical inconveniences and difficulties 
brought to the notice of the Government from time to 
time are attended to and all possible measures are taken 
to remove them. Till recently, there was also a Sales 
Tax Advisory Committee to advise the Government in 
matters pertaining to the trade on the effect of the tax. 
This has ceased to function with the constitution of the 
Sales Tax Appellate Tribunal which has met with general 
satisfaction, 


10. Trend of receipts .—The total revenue derived from 
the Madras General Sales Tax Act has been as 
follows: — 

(Rupees in lakhs) 


Miscella¬ 

neous 


Year 

Tax Licence 

fees 

receipts 
(fines, ap¬ 
peal fees, 
custody 
fees, 
etc.) 

Total 

1 

2 

3 

4 

5 

1946-47 

679 

10 

7 

696 

1947-48 

812 

13 

6 

831 

1948-49 

1,254 

4i 

8 

i>3°3 

1949-50 

L47I 

44 

9 

L524 

1 950-5 1 

i ,533 

45 

9 

1,587 

1951-52 

L494 

45 

20 

i,559 

1952-53 

1,274 

4 1 

8 

i,323 


The increase in revenue from year to year is the net 
result of the variations in the rates as indicated above, 
the increase in the number of dealers and the gradual 
tightening up of the machinery for collection. It is not 
possible to assess separately the increase in revenue due 
to each of these causes. The revenue has seriously 
declined from 1952-53 on account of the slump in prices 
and the operation of Article 286 of the Constitution of 
India. The adverse seasonal conditions in 1952-53 were 
also responsible to some extent for the fall in revenue. 
It is hoped that with the recent improvement in the 
seasonal conditions, the collection will show some 
improvement. The total receipts for the present Madras 
State for the second half of the year 1953-54 are esti¬ 
mated at Rs. 490 lakhs, while the estimate for the next 
year has been put at Rs. 950 lakhs, 

11. Arrears and evasions ,—The following figures show 
the arrear trends : — 

(Rupees in 
lakhs) 


1946- 47. 86 

1947- 4 8 . u 7 

1 948- 49 . *34 

1949- 50. x 5° 

1950- 5 1 • ! 75 

1951- 52. 2 4 6 

1952- 53 . 296 


The arrears have arisen in proportion to the demand. 
Action under sections 10, 15 and 16 of the Act are taken 
to collect the arrears. Within twenty-one days of the 
receipt of a demand notice, the dealer should pay the 
tax. Those who pay the tax on a provisional basis 
(except those who pay tax under rule 13 of the Turnover 
and Assessment Rules) on actual monthly basis, should 
pay tax before the 10th of every month. After the final 
assessment is made, demand notice of refund as the case 
may be is issued. The arrears are realisable under the 
Revenue Recovery Act, as if they were arrears of land 
revenue (section 10 of the Act). Non-payment of tax in 
time is an offence punishable under section 15 of the Act. 
The defaulters are prosecuted under this section and the 
arrears are realised by the Courts, as if they are fines 
under section 16 of the Act. The offences can be com¬ 
pounded by the department. The Government have 
ordered recently, that before prosecution is launched, 
other provisions of the Act including action under section 
10 of the Act should be exhausted. To minimise the 
difficulties to the Revenue Department consequent on 
these orders, the Government have appointed special 
Deputy Tahsildars for collection of Commercial Taxes 
arrears alone, in districts where the arrears are heavy. 
It is expected that the new combination scheme will help 
in the direction of collection, by persuasion and direct 
contact with the defaulters by the assessing officers. 

Evasion is resorted to by the following methods : — 

1. Suppression of turnover by manipulating accounts. 

2, Non-issue of bills which makes it difficult to verify 

the correctness of accounts, 
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3. Sales by fictitious names, 

4. Keeping a double set of the accounts, etc. The 

evasions are dealt with by crosscheck references, 
street survey and thorough scrutiny of accounts. 
Business places are visited and checked up. A 
Special Assistant Commercial Tax Officer for 
detection is working in each district, compiling 
figures from Railway yards, Transport com¬ 
panies, etc., and visiting shandies, business 
places, etc. The question of taking powers in 
the following directions is now under the con¬ 
sideration of the Government— 

(1) to enable the officers of the Commercial 
Taxes department to inspect vehicles with 
goods in transit; 

(2) to empower the officers of the department to 
seize account books in suspicious cases ; and 

(3) to make the Sales Tax a first charge on a 
dealer’s assets. 


(b) Separate tax on sales of petrol —In the Madras 
State, the tax on petrol is governed by a separate Act, 
viz., the Madras Sales of Motor Spirit Taxation Act. The 
present rate of tax is six annas per gallon and the tax 
is leviable on the volume of sale at the retail sales and 
there is no minimum turnover for purposes of assess¬ 
ment. The main reason for separate legislation for the 
sales tax on petrol is that the distribution of petrol is 
well organized and the dealers are very limited and there 
is hardly any scope for evasion. In regard to the exten¬ 
sion of this system to other commodities, the Madras 
Government have already pointed out that it is neither 
desirable nor feasible. 

Question No. 129. 

(2) and (3) Diverent systems of taxation. —The Mad¬ 
ras Government have already dealt with at length on 
the merits and demerits of the two main systems of 
taxation, viz., the single-point system and the multi¬ 
point system. 


Section II—Replies to Questions. 


Question No. 130, 


Question No. 125. 

The questions pertaining to the sales tax are numbered 
125 to 134, Answers to these questions have been furnish¬ 
ed already. The following remarks should be treated as 
supplementing the previous answers. 


Articles subject to an additional levy .—The revenue 
derived in the year 1952-53 in the Composite State from 
articles subject to a special levy was as follows : — 

(Rupees in lakhs) 


Extension of the sales tax to “ Services —The Madras 
Government have expressed the view that it is not 
proper to make pure services liable to the sales tax. It 
is difficult to make an estimate of the additional revenue 
likely to be derived in the Madras State if the general 
rate of sales tax, viz., 3 pies in the rupee is extended to 
services, Most of the dealers who may be brought within 
the scope of this measure are likely to have a turnover 
below the minimum limit of Rs, 10,000. Still, the 
proceeds may be appreciable. In regard to the transac¬ 
tions of sale or purchase in Stock Exchanges and future 
markets, a rate of one-half of one per cent, may be 
appropriate. It is very difficult to make an estimate of 
the revenue from this source also, especially as no statis¬ 
tics are available with the Government. There is also 
considerable scope for evasion, as most of these transac¬ 
tions will be settled orally. Still, the yield may be 
considerable. 

Question No. 126. 

(i) Tax on sale of newspapers or on advertisements in 
them. —The Madras Government have expressed the 
view that the tax may be levied in regard to the news¬ 
papers and advertisements at a rate lower than the 
general rate of 3 pies in the rupee and that it may be 
administratively difficult to levy and collect the tax on 
advertisements alone. At a rate of one per cent,, a 
revenue of about Bs. 1 lakh may be derived. 


Class of articles 

Revenue 

derived 

Motor vehicles and their accessories ... 

29*61 

Refrigerator and air-conditioning plants . 

o *54 

Wireless reception instruments, radios, etc. 

1*24 

Cinemotographic, photographic and other cameras 
binoculars, etc. 

, 1-72 

Electrical goods instruments, etc. . 

8*00 

Pens, pencils or pen and pencil set sold for Rs. 20 
and above. 

*03 

Clocks, time pieces, watches and parts thereof . 

1*23 

Question No. 132. 


Revenue derived from the principal commodities and 
articles including those essential for the life of the com¬ 
munity.—The revenue realized from the tax on the sale 
or purchase of important articles has been as follows; — 

(Rupees in lakhs) 


Revenue 


Commodities 


Question No. 128. 


(a) Levy of the tax in terms of the turnover over a 
given period instead of on individual transactions. —The 
question itself refers to the fact that a sales tax leviable 
on individual transactions will necessitate the main¬ 
tenance of fully elaborate accounts, cash memos,, etc., 
which can be done only by a small proportion of the 
dealers. Information is now asked for in regard to the 
number of dealers in the State under different categories 
who may be expected to maintain detailed accounts, etc., 
for individual transactions. Statistics are available only 
Rs, 20,000 and above Rs. 20,000. Statistics in respect of 
in respect of dealers having turnovers of Rs. 10,000 to 
commission agents are also available. The maintenance 
of accounts by dealers having a turnover of ' above 
Rs. 20,000 is generally satisfactory but the dealers who 
have a turnover of less than Rs. 20,000 do not generally 
maintain proper accounts. Manufacturers, importers, 
wholesalers and commission agents of certain types can 
issue bills and cash memos, in all cases. 


1950- 1951-52 1952-53 


Paddy and rice 

• 

194 

200 

164 

Provision stores 

• 

161 

146 

132 

Mill cloth 


82 

88 

139 

Groundnut 


38 

57 

28 

Coffee and meals hotels 


3 i 

18 

35 


Section III— Other Remarks. 
Nil. 

TAX ON SALE OF MOTOR SPIRIT 


Number of dealers with turnover of Rs. 10,000 and aboveand not exceeding 
Rs. 20,000 


1949-50 

1950-51 

1951-52 

1952-53 

56,183 

55,189 

55>256 

56,920 

Number of dealers with turnover 

exceeding Rs. 

20,000 

1949-50 

i 95 0 - 5 i 


1952-53 

55,853 

59,067 

59,106 

60,021 

Commission agents holding 

section 8 licences 

1949-50 

i 95 0 - 5 1 

1951-52 

1952-53 

1,457 

i ,573 

1,790 

1,872 

l—l T. E. C. 

(N. D.) 55 , 




Section I—Factual Background. 

1. Summary of the main features of the Act and 
amendments of the law , etc. —A tax on the retail sale of 
motor spirit has been levied in the Madras State, with 
effect from the 1st April 1939 under the provisions of 
the Madras Sales of Motor Spirit Taxation Act, 1939, and 
the rules framed thereunder, as amended from time to 
time. By definition, " Motor Spirit ” includes petrol, 
diesel oil and other internal combustion oils, but does not 
include kerosene, furnace oil, coal or charcoal. The term 
* Petrol * is defined as meaning dangerous petroleum as 
defined in the Petroleum Act, 1934. The tax is levied at 
a single point, viz., at the point of sale to the consumer. 
Every dealer in motor spirit has to get himself register¬ 
ed as a dealer under the Act. No fee is prescribed for 
registration but in the case of retail dealers, security has 
to be furnished to ensure the due payment of the tax 
which may become payable by them from time to time. 
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2. Rates of tax .—The rate initially prescribed in the 
Act was 1 anna and 6 pies per gallon in the case of 
petrol and 6 pies per gallon in the case of motor spirit 
other than petrol. The Act gave power to the State 
Government to fix any other rate from time to time with 
the previous approval of the Legislative Assembly, In 
exercise of this power, the Government raised the rates 
to 4 annas per gallon in the case of petrol and to 1 anna 
6 pies per gallon in the case of motor spirit other than 
petrol with effect from January 1947. The rates of tax 
for petrol was again raised by the Government to 6 
annas per gallon with effect from 19/20th June 1952. 
The increase in the rate made in 1947 and 1952 was 
intended to augment the State revenues. 


3, Exemptions and deductions ,—Sales of motor spirit 
by retail dealers to importers or wholesale dealers own¬ 
ing motor vehicles have been exempted from the tax as 
a special case in Madras City and not in mufassal sta¬ 
tions, as the importing companies could avoid the tax 
by filling their vehicles from their own stores. In respect 
of dealers having cars, provision is made for allowing 
petrol for their own use not exceeding 2 per cent, of the 
total quantity received in each month. Deduction is also 
allowed towards wastage and evaporation to the extent 
of 1£ per cent, of the total quantity stored in each month. 
The sales of motor spirit supplied as bunkers’ oil to ships 
calling at the ports in the Madras State are exempt 
from the tax. Full rebate of the tax is allowed in respect 
of aviation spirit required for civil aviation, with effect 
from the 1st April 1950. 


4. Administrative set-up .—At the Secretariat level, this 
tax is administered by the Revenue department. At the 
departmental level, the Commercial Taxes department 
which is in charge of the administration of the General 
Sales Tax administers this tax also. The Commercial Tax 
Officer having jurisdiction over the place of business of 
a dealer is the registering authority under this Act. In 
respect of orders passed by a Commercial Tax Officer, 
an appeal lies to the concerned Deputy Commissioner 
against whose orders a revision lies to the Board of 
Revenue (Commercial Taxes). The Board of Revenue has 
got also suo motu powers to revise any orders passed by 
an authority subordinate to it. Every officer of the Excise 
department not below the rank of Assistant Inspector, 
every officer of the Police department not below the rank 
of Sub-Inspector, every officer of the Revenue depart¬ 
ment not below the rank of Deputy Tahsildar and every 
officer of the Commercial Taxes department not below 
the rank of Assistant Commercial Tax Officer have 
powers to investigate all offences against this Act. 


5. Cost and efficiency of tax administration and collec¬ 
tion .—As pointed out in the memorandum relating to the 
general sales tax, it is not possible to assess the cost of 
the administration of each of the Commercial Taxes 
separately, as a single department is in charge of all of 
them except electricity duties. The administration is 
generally efficient. 

6. Trend of receipts.— The total revenue derived 
from the sale of motor spirit tax has been as follows: — 


Section II—Replies to Questions 

There are no questions directly relating to this tax. 
There are, however, references to this tax in Question 
Nos. 128 and 170 which have been answered separately. 


Section III— Other Remarks. 


Nil 

SALES TAX ON TOBACCO 

Section I— Factual Background. 

1. Summary of the main features of the Act and 
amendments of the law, etc .—The Madras Tobacco 
(Taxation of Sales and Registration) Act, 1939, provided 
for the levy of a tax on the sale of tobacco and the 
licensing of trade therein. This was repealed with effect 
from the 1st April 1944, at the instance of the Govern¬ 
ment of India. As compensation for the consequent loss 
of revenue, the Government of India paid to the Madras 
Government a sum of Rs. 22 lakhs per annum till the 
end of 1948-49 and Rs, 56 lakhs per annum from 1949-50, 
On the recommendation of the Finance Commission, the 
Government of India discontinued the payment of the 
compensation with effect from the 1st April 1953, leaving 
the State Government to revive its own taxation on 
tobacco sales. Accordingly, the Government have passed 
the Madras Tobacco (Taxation of Sales and Registra¬ 
tion) Act, 1953 and this came into force on the 20th April 
1953. The tax is levied at only one point. The tax is 
on the sales of “ taxed tobacco ” which comprises 
cigarettes, cigars, cheroots, cigarette tobacco and pipe 
tobacco. No tax is levied on beedis, snuff or chewing 
tobacco. On cigarettes, no tax is levied on varieties sold 
to the consumer at 3 pies each or less. On cigars and 
cheroots, no tax is levied on varieties sold to the 
consumer at two annas each or less. The very first sale 
of tobacco made in this State is liable to tax at the 
hands of the seller or the agent who sells for him and 
no one after him. This applies to articles imported into 
this State also. Every person intending to do business in 
tobacco in any form, as a retail dealer, wholesaie-cum- 
retail dealer, broker or commission agent has to get 
himself registered as a dealer in tobacco. Persons doing 
business in tobacco before the commencement of the 
Act were given two months’ time to get themselves 
registered. Growers of tobacco who sell tobacco growing 
on their lands, petty hawkers who have no shop or fixed 
place of business and persons doing business in untaxed 
tobacco in small villages need not register as dealers. 
The registration fee is Re. 1 a year in the case of a 
retail dealer and Rs. 10 a year in the case of others. The 
registration certificate will be in force only for the finan¬ 
cial year for which it is issued and has to be renewed 
thereafter by payment of the annual fee. 

2. Rates of tax .—The tax is levied at the following 
rates : — 

Cigarettes. —(i) On cigarettes which are sold by the 
persons taxed, at three pies or above but less than six 
pies per cigarette and are to be sold to the consumer 
at not more than six pies per cigarette—Ten per cent, 
of the turnover. 


Year 


1946- 47 . 

1947- 48 . 

1948- 49 • 


(Rupees in lakhs) 


Revenue 


35 

60 


(ii) On cigarettes which are sold by the persons taxed, 
at six pies or above but less than nine pies per cigarette, 
and are to be sold to the consumer at not more than 
nine pies per cigarette—Twenty per cent, of the turnover, 

(iii) On the sale of cigarettes not falling under item 
(i) or (ii) above—thirty per cent, of the turnover. 

Cigars and cheroots .—On cigars and cheroots sold by 
the persons taxed at two annas or above per cigar or 
cheroot—Thirty per cent, of the turnover. 


1949.50........ 70 

i95°-5*. 88 

I 95 I *5 2 • ....... 129 

T95«“53. 170 


The Increase in revenue from year to year is partly due 
to the increase in the tax as indicated above and partly 
to the increase in consumption, especially on account of 
the abolition of petrol rationing during 1950-51, The 
estimated revenue in the second half of 1953-54 in the 
present Madras State is Rs. 65 lakhs, while the revenue 
during 1954-55 has been estimated at Rs. 125 lakhs. 

7. Arrears and evasions .—As the distribution of petrol 
is well organized, there is very little scope for evasion. 
The administration is working smoothly. The arrears 
which are recoverable as arrears of land revenue are 
negligible, working out to 1*76 per cent, in the year 
1952-53. 


Pipe and cigarette tobacco .—On all pipe tobacco and 
cigarette tobacco—Thirty per cent, of the turnover. 

3. Exemptions .—As indicated above, the sales of 
cheaper varieties of cigarettes, cigars or cheroots are 
exempt from the tax. The sales in these cases are ex¬ 
cluded in calculating the turnover. All amounts collected 
by dealers in taxed tobacco towards the sales tax will 
be deducted from the dealers* turnover when such collec¬ 
tions are at the prescribed rates (paragraph 2 above). 
A dealer who collects the sales tax in excess of the rates 
payable by him will not be eligible to have such amounts 
deducted from his turnover and will be assessed to tax 
on the entire sale amount.* 

4. Administrative set-up , assessment, etc .—The Com¬ 
mercial Taxes department which is in charge of the 
administration of the General Sales Tax administers this 
tax also. There are two methods of assessment for this 
tax. The first method is called the provisional method 
under which, the tax in the current year is collected 
provisionally on the basis of the previous year’s turn¬ 
over in the case of persons already in the business, and 










399 


on the estimate of turnover in the ease of persons who 
commence new business. The second method is called the 
monthly method, which is open to large dealers only, 
i.e. f dealers whose net turnover exceeds or is estimated 
to exceed Rs, 3,000 annually. The dealer has to submit 
every month a prescribed return showing his actual gross 
and net turnover for the previous month together with 
a crossed cheque for, or a chalan evidencing the pay¬ 
ment of, the tax due at the prescribed rates. The asses¬ 
sing authorities to whom the prescribed forms have to 
be submitted are the Deputy Commissioners of Com¬ 
mercial Taxes or the Commercial Tax Officers, as the 
case may be. The Act provides for an appeal against 
any original order of any registering or assessing au¬ 
thority to the next higher authority. There is also a 
revision to the next higher authority against the orders 
of an appellate authority except in the case of an order 
passed in appeal against the original order of a Deputy 
Commissioner. The Commissioner, the Deputy Com¬ 
missioner, and the Commercial Tax Officers may also 
on their own motion revise any order of any assessee 
or any other officer subordinate to them. 

5, Trend of receipts. —As the present Act came into 
force only towards the end of April 1953, it took some¬ 
time for the department to get into stride. The total 
collections in the Composite State of Madras up to the 
end of September 1953 for the period of about five 
months ending 30th September 1953 was about Rs. 144 
lakhs. The collections in the present Madras State are 
about Rs. 24 to 3 lakhs per month. The total estimated 
revenue for the six months, October 1953 to March 1954, 
is Rs. 15 lakhs, while the estimated revenue for the 
whole of next year is Rs. 40 lakhs. 

6. Arrears and evasions .—It is too soon to assess 
arrears and evasions. It, however, appears that big 
dealers have reduced the price of costly brands of 
cigarettes, so as to bring it ydthin the exemption limit. 
The machinery for collection is being tightened up and 
the question of taking further steps for increasing the 
yield of this tax is under the consideration of the Govern¬ 
ment. 


Section II— Replies to Questions. 

There are no questions bearing specifically on this tax. 
Section III— Other Remarks, 

Nil. 


ENTERTAINMENTS TAX 

Section I —Factual Background, 

1. Summary of the main features of the Act and 
amendments of the Lava, etc.' —An entertainments tax is 
now levied in the Madras State under the Madras Enter¬ 
tainments Tax Act, 1939, and the rules framed there¬ 
under, as amended from time to time. This Act which 
came into force on 1st August 1949 repealed the Local 
Authorities Entertainments Tax Act, 1926, and provided 
for the levy by the Madras Government of a tax on 
amusements and other entertainments, and for the pay¬ 
ment by way of compensation to local authorities which 
were in receipt of an income from the tax levied under 
the old Act during any part of the three'years preceding 
to 1st April 1939 of a sum equal to the average net 
annual income. With effect from the 1st April 1945, the 
Government pay the entire proceeds of the tax, after 
deducting 10 per cent, to the local bodies within whose 
respective jurisdictions they are collected. The net pro¬ 
ceeds paid include the compensation payable under sec¬ 
tion 13 of the Act. The Act requires every proprietor of 
an entertainment to levy the tax at the prescribed rate 
on all payments for admission to any entertainment in 
respect of which tax is payable and to pay the amount 
to the Madras Government. The payments may be 
made either by means of— 

(1) entertainment tax stamps to be affixed to all 
tickets ; 

(2) when so permitted by payment according to 
returns to be furnished of the number of tickets 
issued or of the admissions effected by turn¬ 
stiles. 

The tax payable can also be compounded for a fixed 
sum. The Madras Entertainments Tax (Amendment) 
Act, 1949, came into force from the 1st August 1949. 
Under this Act, a tax calculated at certain specific 
rates shall be levied for each cinematograph show ex¬ 
hibited in Madras City, other municipalities and other 
places in the State. The receipts under this Act are 
not to be apportioned to the local bodies as in the case 
of the receipts under the Madras Entertainments Tax 
Act, 1939. 


2. Rates of tax .—The original Act of 1939 prescribed 
the following rates for the entertainments tax : — 

Rs, As, Ps. 

When the payment— 

(i) is not more than 2 annas . . .003 

(«) is more than 2 annas but less than 6 annas 009 

(m) is 6 annas or more but less than 12 annas 016 

(iv) is 12 annas or more but less than Rs, 1-8-0 030 

(y) is Rs. 1-8-0 or more but less than Rs. 2-8-0 060 

(vi) is Rs, 2-8-0 or more but less than Rs. 3-8-0 0 12 o 

(t>») is Rs. 3-8-0 or more but less than Rs. 4-8-0 120 

{viii) is Rs. 4-8-0 or more but less than Rs. 6-8-0 180 

(£#) is Rs. 6-8-0 or more but less than Rs. 9-8-0 240 

(*} is Rs. 9-8-0 or more but less than Rs. 10 . 300 

(xi) is Rs, 10 or more . . . , .300 

in respect of the first ten rupees and Rs. 3 for even ten 
rupees or portion thereof in excess of the fiirst ten 
rupees. 

These rates were revised with effect from the 1st 
January 1948 as shown below : — 

(See section 4 of the Act.) 

For entertainments other than cinematographic exhibi¬ 
tions, dramatic and music performances, Indian dances, 
etc., where the payment for admission inclusive of the 
amount of tax— 

(t) is not more than 5 annas . . One-fifth of such 

payment. 

(«) is more than 5 annas but not more One-fourth of such 
than Rs. 1-8-0. payment. 

(«) is more than Rs. 1-8-0 . , One-third of such 

payment. 

For cinematographic exhibitions, tax should be cal* 
culated at the above rates after excluding the amount 
of tax. For this purpose, the amount of tax and the 
net amount proposed to be retained by the proprietor 
should be shown separately on each ticket for admission 
to an entertainment. For dramatic and music perfor¬ 
mances, Indian dances, etc,, where the payment for 
admission inclusive of the amount of tax— 

(i) is not more than Rs. 3 . * One-eighth of such 

payment. 

(«) is more than Rs, 3 but is not more One-fifth of such 
than Rs. 5. payment. 

(m) is more than Rs. 5 . . One-third of such 

payment. 

The show tax leviable in the case of cinematographic 
exhibitions under* the Madras Entertainments Tax 
(Amendment) Act, 1949, is in addition to the tax as 
indicated above and is levied at the following rates 
[See section 4(A) of the Act]: — 


Rate of 
show tax 

(for every 
show) 

Rs. As. Ps. 

(t) Exhibitions held in the City of Madras . 280 

(«) Exhibitions held in municipalities notified in 
this behalf by the Government in the Fort 
St. George Gazette • • . . ,200 

{Hi) Exhibitions held in other municipalities . 180 

(w) (<j) Exhibitions held elsewhere in permanent 

cinema houses . . , . .100 

(i b ) Exhibitions held with cinematograph 
apparatus and plant taken from place 
to place in panchayat areas with a 
population of not less than 10,000 at 
the last census * • . . . 1 o o 


The reason for the amendments of the law was mainly 
to augment the revenues of the State (and Local Bodies). 
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3. Exemptions .—Under section 8(1) of the Act, the 
entertainment tax shall not be levied on payments for 
admission to any entertainment, where the State Govern¬ 
ment is satisfied that the conditions mentioned therein 
are satisfied. Briefly, the main condition is that the 
entertainment is not run for profit but for charitable, 
religious or other public purposes. Under section 8(2) of 
the Act, the State Government may also by general or 
special order, exempt any entertainment or class of 
entertainments from liability to the tax. The following 
are the important exemptions granted under this pro¬ 
vision : — 

(a) Admission to the Zoo and the Aquarium in the 
Madras City ; 

(b) All dramatic performances other than dance 
dramas. 

This concession was given from the 1st April 1951 
and under present orders, will be in force till 
the 31st March 1955* 

(c) All music and dance performances and variety 
entertainments comprising dance and music and 
other similar items conducted by approved 
registered Sabhas and similar associations. (This 
concession was given from the 1st November 
1951 and will continue under present orders up 
to the 31st October 1954.) 

. Section 9 of the Act also provides that where the State 
Government are satisfied that the whole of the net pro¬ 
ceeds of an entertainment are devoted to philanthropic, 
religious or charitable purposes and that in calculating 
the net proceeds, not more than 25 per cent, of the gross 
proceeds have been deducted on account of the expenses 
of the entertainment, they shall repay to the proprietor 
the amount of the entertainment tax paid in respect 
of the entertainment, 

4, Administrative set-up .—At the Secretariat level, the 
Revenue Department is in charge of this tax. At the 
departmental level, the Commercial Taxes Department 
which is in charge of the administration of the sales 
tax administers this tax also. The Assistant Commercial 
Tax Officers are the officers under the Act empowered 
to levy and collect the entertainment tax. They are also 
empowered to inspect the place of entertainment and to 
book offences. The Deputy Commercial Tax Officers are 
empowered to grant exemptions from the payment of 
the tax, as provided for in the Act. They are also em¬ 
powered to compound department ally the offences 
committed under the Act. The Commercial Tax Officers 
are the first appellate officers against whose orders a 
revision will lie to the concerned Deputy Commissioners 
and the Board of Revenue (Commercial Taxes). Any 
amount due on account of the entertainment tax may 
be recovered as if it were an arrear of land revenue. 
(See section 10 of the Act,) 

5 ( Cost and efficiency of tax administration and collec¬ 
tion .—As pointed out in the memorandum relating to 
the General Sales Tax, it is not possible to assess the 
cost of the administration of each of the commercial 
taxes separately, as a single department is in charge of 
all of them except electricity duties. The administration 
may be generally said to be efficient. 

6. Trend of receipts ,—The total revenue derived from 
the tax on entertainment has been as follows : — 

(Rupees in lakhs) 


Year 

Extertain- 

ment 

tax 

Tax on 

cinema 

shows 

Total 

i 

2 

3 

4 

1946-47 . 

54 


54 

1947-48 . 

75 


75 

1948-49 . 

103 

4 4 * 

103 

1949 - 5 ° • 

1 13 

2 

i *5 

1950-5 1 • 

. . 118 

5 

123 

i 95!-52 • 

. 125 

5 

130 

1952-53 • 

112 

5 

ll 7 


of each of these causes. The revenue is declining from 
1952-53 mainly on account of the screening of poor 
quality pictures and the deterioration in the economic 
conditions. It is expected that the position will improve 
in future. The revenue for the present Madras State for 
the second half of the year 1953-54 is estimated at 
Rs. 37 lakhs, while the estimate for the next year has 
been taken at Rs. 75 lakhs. 

7. Arrears and evasions .—There are no appreciable 
arrears, as the tax is payable every week in respect of 
cinematographic exhibitions and within two days from 
the date of performance in respect of other entertain¬ 
ments. The usual methods of evasion and the steps that 
may be taken to minimise evasion have been indicated 
in the answer to Question No. 174. 

Section II— Replies to Questions. 

The questions pertaining to the entertainments tax are 
numbered 172 to 175, Answers to these questions have 
been furnished already. The following break-up of the 
total receipts from the entertainments tax (excluding the 
cinema show tax) is given as required by the Taxation 
Enquiry Commission, by way of supplementing the 
answer to question No. 172. 

(Rupees in lakhs) 


Details 

First 

cate¬ 

gory 

Second 

cate- 

gory 

Third 

cote- 

gory 

Total 

1 

2 

3 

4 

5 


Tear 1949-50 



Cinema 

53 

47 

3 

103 

Other entertainments 

5 

2 

3 

10 




Total 



Tear 1950-51 



Cinema 

54 

50 

3 

107 

Other entertainments 

5 

2 

4 

11 




Tgtal 

1x8 


Tear 

I 95 I -52 



Cinema 

56 

53 

2 

111 

Other entertainments 

4 

6 

4 

14 




Tgtal 

125 


Tear 1952-53 



Cinema * 

48 

46 

2 

98 

Other entertainments 

4 

8 

4 

16 




Total 

112 


The increase in revenue from year to year till 1952-53 
v/as due partly to the increase in the rates as indicated 
above and partly to the increase in the number of 
cinema houses and cinema goers. It is not possible to 
assess separately the increase in revenue on account 


Section III-^Other Remarks. 

Nil 

BETTING TAX 

Section I— Factual Background 

1. Summary of the main features of the Act and 
amendrrtents of the law, etc.—A tax on betting is levied 
in the Madras State with effect frorn November 1935 
under the provisions of the Madras Betting Tax Act, 
1935 and the rules framed thereunder, as amended from 
time to time. The Act is now in force in respect of the 
race meetings at Guindy in the Chingleput district end 
at OoTacamund in the Nilgiri district. The tax is levied 
on— 

(1) Backers in respect of all moneys paid by them 
Into any totalizator by way of stakes or bets, 
and 

(2) Book-makers in respect of all moneys (ex¬ 
clusive of the amount of bets) paid or agreed to 
be paid by them to backers. 
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2. Rates of tax, —The maximum rate of tax is 12£ 
per cent, on every sum paid into the totalizator and 
every sum paid out by book-makers. Up to 18th Novem¬ 
ber 1947, the tax was levied at 6£ per cent, at Guindy 
and 3 h per cent, at Ootacamund. From 19th November 
1947, the tax is being levied at 12| per cent, at Guindy 
and 5 per cent, at Ootacamund. The increase in the rate 
of tax was made for augmenting the State revenues. 

3, Exemptions. —The State Government may by noti¬ 
fication exempt any race meeting from any of the taxes 
under the Act. No exemption has actually been granted. 

4, Administrative set-up.—At the Secretariat level, the 
Revenue department is in charge of this tax. At the 
departmental level, this tax is administered by the Com¬ 
mercial Taxes Department. The Race Club has to pay 
the totalizator tax either by cheque or by remittance into * 
the Reserve Bank of India. The Secretary of the Madras 
Race Club collects the tax due from the book-makers 
and pays it over to the Government, and he is paid a 
remuneration of one per cent* of the total collections 
made by him in each year. 

\ 

5, Trend of receipts. —The total revenue derived from 
this tax has been as follows: — 

(Rupees in lakhs) 


Year Revenue 


1946- 47 *.25 

1947- 4 8 . 34 

1 94 8_ 49.29 

1 949*5°. 26 

i95°-5i. 2 3 

I95I-5 2 -**..... 26 

1952*53. i 8 


The revenue for the present Madras State in the second 
half of 1953-54 is estimated at Rs, 16 lakhs which is 
practically the same as the estimated revenue for 1954-55. 
(The Madras Races are held only in the second half of 
each year.) 

6 . Arrears and evasions .—There are practically no 
arrears and there is no scope for evasion in regard to 
the totalizator tax as the totalizator is a mechanical 
contrivance. In regard to the tax payable by book¬ 
makers, evasion is minimsed by frequent check of 
their records. 

Section II— Replies to Questions. 

The questions relating to this tax are Nos. 181 and 
182 and these have been answered separately. 

Section III —Other Remarks. 

Nil. 

PRIZE COMPETITION TAX 

A tax on prize competitions is not in force in the 
Madras State. The question relating to the tax on prize 
competitions is No. 183. The views of the Madras Gov¬ 
ernment have been furnished in answer to that question 
already. 

ELECTRICITY DUTIES 

Section I— Factual Background. 

1 , Summary of the main features of the law. —A tax 
on the consumption or sale of electricity is levied in the 
Madras State under the provisions of the Madras Electri¬ 
city Duty Act, 1939 (Madras Act V of 1939), and the 
rules framed thereunder, as amended from time to time. 
This measure of taxation came into force from the 1st 
April 1939 and it was one of the methods adopted by 
the Government for making up the loss of revenue to 
the State consequent on the introduction of prohibition. 
The majority of the electric supply licensees in the State 
were then deriving large profits through Government 
supplying power in bulk to them at cheap rates and so, 
the Government felt justified in levying a duty on them. 
Under the Act, every licensee in the State has to pay 
every month to the Government a duty of 6 pies 
per unit of energy sold during the previous month at a 
rate of more than two annas per unit in respect of all 
his sales and in respect of all energy consumed by him 
during the previous month for purposes other than those 


connected with the construction, maintenance and opera¬ 
tion of his electrical undertaking and which, if sold to a 
private consumer under like conditions, would have 
fetched a price of more than two annas per unit, but 
not on sales to the Government of India for consumption 
by that Government, or sales to the Government of 
India or a Railway Company operating any railway for 
consumption in the construction, maintenance or opera¬ 
tion of a railway, A licensee is exempt from payment of 
duty in any month, if in the previous month the total 
sales of energy effected by him at whatever price, 
together with the energy consumed by him for 
purposes other than those connected with the 
construction, operation and maintenance of his electrical 
undertaking did not exceed 16,666 units. Also, if at the 
end of any financial year, it is found that in such year 
the total sales of energy effected as above were hot less 
than two lakhs units, the licensee shall pay the duty in 
respect of any month or months comprised in such year 
in which the total of the sales and of the consumption 
as aforesaid did not exceed 16,666 units. 

Where a licensee holds more than one licence, duty 
is to be calculated and levied separately in respect of 
each such licence. The electricity duty is to be paid by 
licensees into the Government treasury or the Imperial 
Bank of India and the receipted chalan forwarded to the 
Chief Electrical Inspector to the Government, A licensee 
may, with the previous sanction of the State Government 
and subject to such conditions as they may impose, 
recover from any person or class of persons to whom 
energy is sold at a price of more than two annas per unit 
the duty due to be paid by him to Government. But so 
far, permission to pass on the duty to consumers' has not 
been given to any licensee since from the Government’s 
view point, no case has been made cut for the concession. 
The electricity duty is not applicable to the Government 
Electricity Department, which also sells electricity. No 
part of the Act has been contested in courts for any 
judicial interpretations. The Act is simple to work, and 
elaborate administrative orders have not been found 
necessary. A list of the administrative amplifications is 
annexed. 

2 . Amendment of the Law. —The original Act was 
amended in 1941, 1943 and 1945. (Madras Act III of 1941, 
Madras Act II of 1943 and Madras Act VIII of 1945.) 
The first two amendments were intended to bring the 
law into accord with section 154-A of the Government 
of India Act, 1935, providing for: 

(1; the exemption from tax in respect of electricity 
sold to the Central Government (including rail¬ 
ways) ; and 

(2) the fixation of the price of electricity sold to the 
Central Government (including railways) at a 
rate equal to the price charged to bulk con¬ 
sumers less the amount of the tax. 

The third amendment made in 1945 was for the pur¬ 
pose of authorizing the Government to impose the duty 
on the energy consumed by a licensee for purposes other 
than those connected with the construction, maintenance 
and operation of the electrical undertaking at the rate 
indicated in paragraph 1 above. The original Act did not 
provide for the levy of the duty on the consumption of 
the electricity by the licensee for purposes entirely un¬ 
connected with his electrical undertaking. 

The practical working of the Act has not disclosed any 
need for the further amendment of the Act. The Govern¬ 
ment are now committed to a policy of acquisition of all 
private undertakings and when this is completely imple¬ 
mented, this Act will become unnecessary. 

3. Rates of the tax .—The rates are as indicated in 
paragraph 1 above. There are no special or concessional 
rates. 

4. Exemptions. —The following are exempt from the 
payment of duty as already indicated in paragraphs 1 
and 2 above : — 

(a) a licensee whose total sale in a month does not 
exceed 16,666 units, provided that his total sale 
for the year is also less than 200,000 units; 

(b) sales of energy to the Central Government in¬ 
cluding railways (for official purposes only); and 

(c) energy consumed for the purposes of operation 
and maintenance of the electrical undertaking 
of the licensee. 

This also includes consumption by the operation staff 
in their houses, subject to a maximum of 25 
units per mensem for Engineers, 15 units per 
month for Supervisors and power house super¬ 
intendents and 10 units per month for 
line inspectors, linemen, electricians, drivers 
etc., and Commissioners of Municipalities own¬ 
ing electrical undertakings. These limits for 
consumption by the staff have been specified 
by an administrative order. 
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The loss of revenue on account of these exemptions 
is insignificant, since all licensees are selling 
over two lakhs of units a year and the energy 
consumed under classes (b) and (c) form only 
a small portion of the total sales. 

5. Administrative s&t-up, assessment , etc.—The Chief 
Electrical Inspector to the Government collects the tax 
and administers the Act and the rules framed thereunder 
with a staff of two upper division clerks (II grade) and 
one peon only. Electricity duty is paid by the concerned 
licensees into the Government treasury or the Imperial 
Bank of India and the chalan forwarded by them to 
the Chief Electrical Inspector to Government. The 
returns showing the duty payable, made up in the pres¬ 
cribed manner as per the Madras Electricity Duty Rules, 
are also submitted to the Chief Electrical Inspector to 
the Government, who checks them from the point of 
view of correct assessment. The licensees’ books are also 
checked by the Chief Electrical Inspector periodically to 
ensure that the returns supporting the duty paid have 
been made up correctly. If it is found that any duty 
has not been paid, it is assessed and collected at once. 
The Chief Electrical Inspector to Government is thus the 
officer for the assessment and the collection of the duty. 
In the very few cases where his assessment has not been 
accepted by the licensee, the matter has been taken to 
the Government. There has been no case of the licensee 
differing from the Government’s decision in such matters. 

6 . Cost of collection .—The expenditure on administra¬ 
tion and the receipts under the Act are as shown 
below : — 


(Rupees in lakhs) 


Year 

Expendi- Receipts 
ture on under the 
adminis- Duty Act 
tration 

Number 
of under* 
takings 
paying 
taxes 

1 

2 3 

4 

1948-49 , 

•05 11 

68 

1949-50 * 

*05 12 

69 

1950-51 . 

•04 12 

66 

I 95 I -52 . 

•05 12 

61 

1952-53 * 

*05 13 

41 


It will be seen that the cost of administration is very 
small. This is because the licensees pay the taxes them¬ 
selves, The number of licencess paying the duty has bee 
decreasing in recent years with the progress of 
nationalization of electricity supply undertakings. But 
the receipts have been increasing on account of the 
larger sale of electricity in the lincensees areas. 

7, Arrears, evasions , etc .—There are practically no 
arrears. Under the rules, where a licensee fails to pay 
the duty for a consecutive period of three months the 
amount due from him may be recovered as an arrear 
of land revenue. So far, there has been no need 
to apply this provision. There has also been no case of 


(Rupees in lakhs) 


Year 

Expendi* Receipts 
ture on under the 
adminis- Duty Act 
tration 

Number 
of under¬ 
takings 
paying 
taxes 

1 

2 

3 


1946-47 • 

•04 

10 

61 % 

1947-48. 

•05 

II 

62 


deliberate evasion or avoidance to pay the duty to the 
Government. The Chief Electrical Inspector to the 
Government, the Chief Accountant and the Accountants 
in the office of the Chief Electrical Inspector are the 
Inspecting Officers appointed under the Act. They insp^pt 
the accounts of the licensees locally once in a period of 
two years. Cases of omission to pay the tax, due to 
clerical errors, wrong interpretations, etc,, which are dis¬ 
covered during inspection are brought to the notice of 
the licensees who then remit the amount due into the 
Government treasury. 

Section II—Replies xo Questions. 

The questions pertaining to the tax on the consump¬ 
tion or sale of electricity are Nos, 176 to 180 and these 
have been answered separately. 

Section III—Other Remarks. 

Nil 


Annexure 


List of Administrative Orders issued from time to time in respect of the Madras Electricity Duly Rules , 1939 


Serial number, reference number and date 


Subject and purpose 



I. G.O. No. 1985, P. W. nth August 1939 . , Electricity Duty Act. Inspecting officers—Appointed. (Inspection of books of 

accounts under the Madras Electricity Duty Act.) 

а. G.O. Ms. No. 674, P.W, 1st April 1940 . . . Electricity Duty—Payment—Fraction of an anna—Inclusion—Ordered. (This 

was intended to avoid the difficulty caused by the observance of a rule in 
some other code.) 

3. G.O. Ms, No. 3527, P.W. 29th September 1942 . , Electricity—Madras Electricity Duty Rules, 1939—Delay in the submission 

of returns—Genuine cases may be condoned by Chief Electrical Inspector 
to Government—Powers delegated. 

4. G.O. Ms. No. 969, 9th April 1945 .... Madras Electricity Duty Act'—Rebate for prompt payment and surcharge 

for delay in payment—Not to be taken into account for duty—The purpose 
here is to emphasise that duty is payable on the basic rate. 

5. Memo. No. 964-P/48-2, 3rd May 1948 . Madras Electricity Duty Act, 1939—Factory lighting—Consumption to be 

computed and duty paid. (The purpose is to ensure payment of duty on the 
consumption in factories for lighting connected to power service low rate 
and hence non-dutiable.) 

б. G.O. Ms. No 2243, 14th September 1939 , . . Electricity duty—Recovery from consumers—Request from licensees Re¬ 

jected. 

7. G.O. Ms. No. 531, 7th February 1953 . . . Madras Electricity Duty Act—Supply of duty—Free energy to technical staff 

of licensees—Maximum limits—Orders issued. (The purpose is to specifically 
determine the extent up to which consumption by the licensees staff for 
‘operation and maintenance’ can be deemed as exempt from duty.) 

8 . Circular No. 1, 25th September 1939 (C.E.E.) , . Unmetered supply—Consumption—Basis of computations. (The purpo 

to calculate the number of dutiable units when the supply is given without 
a meter.) * UI 
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MOTOR VEHICLES TAXES 

Section I —Factual Background. 

1. General .—The revenue derived by the Madras 
Government from Motor Vehicles Acts comprises : 

(1) the receipts under the Indian Motor Vehicles 
Act, 1939 ; 

(2) the receipts under the Madras Motor Vehicles 
Taxation Act, 1931, as amended by the Madras 
Traffic Control Act, 1938; and 

(3) the receipts under the Madras Motor Vehicles 
(Taxation of Passengers and Goods) Act, 1952. 


Motor Vehicles Act , 1939. 

2. The receipts under item (1)—Motor Vehicles Act, 
1939—consist mainly of fees levied for registration and 
for transfer of ownership or possession of motor vehicles, 
for trade certificates issued to manufacturers, dealers 
and repairers, for licences to undergo instruction in 
motor driving, for licences and badges to drivers, for 
permits for transport vehicles, for certificates and badges 
issued to conductors and drivers, fees for certificates 
of fitness of transport vehicles and fees levied from 
applicants for the post of Inspector of Motor Vehicles. 
The receipts rose from Bs. 13 lakhs in 1946-47 to 
Rs. 32 lakhs in 1952-53, which formed less than 8 per cent 
of the total revenue of over Rs. 4 crores derived from 
motor vehicles in the composite Madras State. (The 
estimated revenue in 1954-55 for the present Madras 
State is Rs. 30 lakhs.) 

Madras Motor Vehicles Taxation Act, 1931. 

3. Prior .to the 1st April 1931, there was no uniform 
system of levy of tax on motor vehicles in the Madras 
State. Local bodies were levying tax on motor vehicles 
and tolls were also being collected. The Government 
decided to abolish the levy of all tolls and the tax on 
motor vehicles by local bodies and to introduce a State 
tax on motor vehicles using the public road. The Madras 
Motor Vehicles Taxation Act, 1931 (Act III of 1931), was 
accordingly passed and brought into force on the 1st 
April 1931, The Act authorizes the Government to direct, 
by notification, the levy of a tax on every motor vehicle 
using any public road in the State, at rates not exceeding 
the maxima specified in Schedule II to the Act. By the 
enactment of the Madras Traffic Control Act, 1938, the 
fees levied in addition to the permit fee under the 
Indian Motor Vehicles Act, 1914, on motor vehicles ply¬ 
ing on Government roads and the fees on licences 
granted to motor vehicles by local bodies under the 
Madras District Municipalities Act, 1920, and the Madras 
Local Boards Act, 1920, were abolished. To make good 
this loss of revenue, the State Motor Vehicles Taxation 
was enhanced to the necessary extent. From the pro¬ 
ceeds of the tax collected every year, the following pay¬ 
ments are made (after allowing for refunds of tax) : — 

(1) to the Government are credited (a) the expenses 
of collecting the tax and of exercising their 
administrative functions in regard to the control 
of motor vehicles, and (b) a sum equivalent to 
the average annual income derived by them 
from fees levied under the Indian Motor Vehi¬ 
cles Act, 19J.4, on motor vehicles plying on Gov¬ 
ernment roads during the three years ending 
the 31st March 1938 and from tolls levied by 
them during the three years ending the 31st 
March 1931 ; and 

(2) to each district board and municipal council is 
credited a sum equivalent to its average annual 
income from fees on licences granted to motor 
vehicles during the three years ending the 31st 
March 1938 and from tolls and/or vehicles tax 
levied by it during the three years ending the 
31st March 1931. 

If in any year, the proceeds of the tax, after deducting 
the amounts other than toll compensations referred to in 
items (1) and (2) above, fall short of the aggregate of the 
sums payable to local bodies and the Government on 
account of toll compensations, such proceeds are distri¬ 
buted proportionately to the amount determined as avail¬ 
able by the Government, 

4. Hates of tax ,—The rates of tax are levied on the 
following basis : — 

(1) motor cycles on the basis of horse-power 

(2) goods vehicles on the basis of laden weight; 

(3) taxis and buses on the basis of seating capacity ; 
and 

(4) private cars on the basis of their unladen weight. 
The major increase was made in the year 1949-50, with 
effect from the 1st July 1949, The increase at that time 


worked out to about 20 per cent, in the case of motor 
cycles, 33-1/3 per cent, in the case of goods vehicles, 
25 per cent.nn the case of taxis and 20 per cent, in the 
case of private cars. In regard to buses, the tax was 
raised from Es. 17 per seat per quarter to Rs. 30 
per seat per quarter. The rates which are now in force 
are specified in the Madras Road Traffic Code, The 
tax is payable by the registered owner or person having 
possession of the vehicle either quarterly, half-yearly or 
annually at his choice, to the officers authorized to issue 
the licence on payment of the prescribed tax. The Act 
provides for refunds of the tax paid for the non-use of 
vehicles for a continuous period of not less than one 
calendar month. Provision is also made for the levy of 
a penalty for failure to pay the tax and for the recovery 
of the arrears as an arrear of land revenue* 


5. Administrative set-up .—The Deputy Commissioner 
of Police (Traffic and Licensing) in Madras City and 
Sub-treasury Officers in the mufassal are responsible for 
the collection of the tax. The Collector of each district 
is expected to take the necessary action in consultation 
with the District Superintendent of Police to ensure that 
all motor vehicles plying in the district obtain the 
required licence. General surprise checks and local 
surprise checks during every quarter are one of the 
methods used for this purpose. The Regional Transport 
Officers and Motor Vehicles Inspectors keep a special 
watch over the transport vehicles. 

6. Exemptions .—Section 11 of the Madras Motor 
Vehicles Taxation Act empowers the State Government 
to make an exemption or reduction in the rate or other 
modification in regard to the tax payable by any person 
or class of persons or in respect of any motor vehicle or 
class of motor vehicles or motor vehicles running in any 
particular area. The Government have granted exemp¬ 
tions and modifications only in special and deserving 
cases, which will be found listed in the notifications 
embodied in the Madras Boad Traffic Code. 


7. Trend of receipts .—The revenue derived under the 
Motor Vehicles Taxation Act, 1931, has been as 
follows : — 


(Rupees in lakhs) 


Compen¬ 

sation 

Year Revenue paid to 

local 

bodies 


1946- 47 ...... 106 76 

1947- 48 ...... 141 91 

1 948“49 . 180 96 

*949-5° .. 272 90 

I95°“5 J . 319 90 

1951-52. 358 91 

i95 2 “53 . 35° 93 


The increase from year to year has been due partly to 
the increase in the rates of tax and partly due to the 
increase in the number of vehicles. The increase on 
account of the enhancement of the rates, which was 
effected in 1949-50 (July 1949) was then estimated at 
about Rs. 150 lakhs per annum. The estimated receipts 
for 1954-55 for the present Madras State are Rs. 251 
lakhs, while the payment to local bodies is put at Rs* 
66 lakhs. 

Madras Motor Vehicles (Taxation of Passengers and 
Goods ) Act, 1952. 

8. As one of the measures to augment the revenues of 
the State, the Government of Madras enacted the Madras 
Motor Vehicles (Taxation of Passengers and Goods) Act, 
1952, which came into force on the 1st February 1953. 
Under this Act, a tax is levied on all passengers, luggage 
and goods carried in stage carriages and all goods 
transported by public carrier vehicles in the State at the 
rate of 9 pies in the rupee on the fares and freights 
payable to the operators of such stage carriages and at 
the rate of 6 pies in the rupee on the freights payable 
to the operators of such public carrier vehicles. The Act 
does not provide for the levy of a tax on passengers, 
luggage or goods carried in a stage carriage, the total 
permitted daily mileage of which does not exceed 
50 miles. Provision has been made permitting the 
operators of taxable vehicles to pay, in lieu of the tax 
leviable under the Act, a composition fee calculated at 
the rate prescribed in the Schedule to the Act, with the 
permission of the prescribed authority* Where the 









operator does not elect to compound the tax due under 
the Act, provision has been made for the assessment of 
the tax by the prescribed authority, based cfti the return 
of fares and freights collected by the operators. A 
penalty not exceeding 25 per cent, of the maximum tax 
payable is leviable at the discretion of the prescribed 
authority. Arrears of tax may be recovered as arrears 
of land revenue. Provision for appeal against assessment 
and demand notices issued by the prescribed authority 
has also been made. This Act is administered by the 
State Transport Department under the control of the 
Transport Commissioner assisted by the Regional Trans- 
port Officers in the districts and the Secretary, Road 
Traffic Board, in Madras City, who are appointed as the 
prescribed officers under the Act, At the Secretariat 
level, the Act is administered by the Home Department. 

The total yield from the tax during the first six 
months—February 1953 to July 1953—was about 
Rs. 42 lakhs. The total revenue for the present Madras 
State is estimated at Rs. 60 lakhs for the year 1954-55. 

9. Cost of administration and collection .—The cost of 
administration and collection of the receipts under all 
the Motor Vehicles Acts has been about Rs. 10 lakhs 
per annum, working out to about 2J per cent, of the 
total revenue. For the present Madras State, the cost of 
administration and collection is estimated at about 
Rs. 8-82 lakhs for the year 1954-55, while the total 
receipts are estimated at Rs. 340 lakhs. 

Section II—Replies to Questions 

The questions pertaining to the tax on motor vehicles 
and other vehicles are Nos. 168 to 171 and these have 
been answered separately. 


The figures of revenue shown above include that 
derived on bills of exchange, bundles, etc,, share trans¬ 
fers and from adhesive revenue- stamps, the amounts 
being about Rs. 29 lakhs during each of the years 1951-52 
and 1952-53. The estimated total revenue to the Govern¬ 
ment from non-judicial stamps in the present Madras 
State during 1954-55 is put at Rs. 165 lakhs. 

Section II—Replies to Questions 

Question No. 162. 

Under the Constitution — 

(1) the Union is empowered to fix th$ rates of stamp 
duties in respect of hills of exchange, cheques , 
promissory notes, bills of lading, letters of credit, 
policies of insurance, transfer of shares, deben¬ 
tures, proxies and receipts , and 

(2) the States are empowered to fix the rates of all 
other stamp duties. 

As regards both (1) and (2), have you any suggestions 
to make for the levy of a stamp duty where it-is not 
already levied or for an increase or decrease of the 
present rates where a stamp duty already exists ? Please 
give reasons for your suggestions . Are there any general 
principles which you would propose for adoption in 
regard to the fixation of rates of stamp duties ? 

A$ regards (2), since the rates vary from State to 
State , what degree of uniformity do you consider desira¬ 
ble and feasible and how do you propose to achieve it? 


Section III— Other remarks 
Nil. 


If possible please estimate the net effect of your 
proposals on the revenues of States. 


STAMP DUTIES 

Section I— factual background. 

1. Summary of the main features of the law, amend¬ 
ments, etc .—The main law governing the levy of stamp 
duties is the Indian Stamp Act, 1899 (Act II of 1899). 
Till 1922, stamp duties were levied in the Madras State 
in accordance with the rates specified in Schedule I to 
this Act. In 1922, as one of the measures to augment the 
State revenues, the Government introduced legislation 
for amending the Act. The amended Act (Madras Act 
No VI of 1922) came into force on the 25th April 1922, 
and the effect was that the stamp duties were enhanced 
generally by 50 per cent. In 1943, the Government again 
enhanced the rates of stamp duties on certain instru¬ 
ments by enacting the Madras Stamp (Increase of Duties) 
Act, 1943 (Act No. XVI of 1943). This came into force 
on the 1st October 1943 and its effect was to increase 
the rates by 100 per cent, in some cases and by 50 per 
cent, in other cases. Broadly speaking, the doubling of 
the duties was in respect of the instruments exclusively 
or principally connected with business. This measure 
was mainly intended to make up for the loss of revenue 
involved in the implementation of the policy of prohibi¬ 
tion. and incidentally to check the inflationary conditions 
arising after the second world war. A further minor 
amendment to the Act was made by Madras Act VI 
of 1950, which came into force on the 25th April 1950. 
This related to Article 38 (Partition) in Schedule I-A 
to the Act and substituted the words “ at 25 times ” for 
the words “ at not more than 5 times ” in clause (b) of 
the proviso to that Article, Schedule I of the Indian Act 
read with Schedule I-A introduced by the local Acts, 
now shows the instruments liable to duty in the Madras 
State, the amount of such duty and the instruments 
which are exempt from duty. Besides the exemptions 
mentioned in the Act and Schedules, further exemptions 
principally of documents arising in the course of busi¬ 
ness of public departments have been effected by noti¬ 
fications. The Act, rules, notifications, etc., are contained 
in the Madras Stamp Manual, which may be referred to, 
for further particulars about the administration of stamp 
duties in the Madras State. 

2, Trend of receipts .—The revenue derived by the 
Government from stamps (excluding court-fees realized 
by means of stamps) has been as follows : — 

(Rupees in lakhs) 


Gomposit 
Madras State 


This Government have no suggestions for any fresh 
levy of stamp duty and consider that there is no case for 
either increase or decrease in the present rates of stamp 
duty. No general principles can be adopted in regard to 
fixation of stamp duty. Fixation of a uniform rate 
throughout the Union is not feasible, as each State 
Government will have to administer the Act in the 
best interest of the State in the matter of revenue. 

Supplementary Question. 

On what categories of documents or transactions is 
revenue from stamp duties principally realized in your 
State ? 

The revenue from stamp duty is derived principally 
from the following categories of documents : — 

(1) Conveyances. 

(2) Mortgages. 

(3) Settlements. 

(4) Partition deeds. 

(5) Gifts. 

(6) Leases of immovable property. 

(7) Bills of exchange, hundies, etc. 

(8) Share transfers. 

(9) Legal practitioners. 

(10) Insurance. 

Question No. 1G3. 

Certain States ( e.gBombay ) levy stamp duties on 
transactions in forward markets. What is your view 
regarding the complaint that these duties have tended 
to affect the business in these markets particularly that 
of the middle-class traders ? If you consider that the 
levy of stamp duty on transactions in these markets is 
a suitable and potentially important means of securing 
revenue, what administrative and other measures would 
you suggest for the efficient collection of such duties ? 
Alternatively, in place of stamp duties, ivould you sug¬ 
gest some other form of taxation of transactions in stock 
exchanges and futures markets ? If so, please elaborate 
your suggestion. 


Year 


(gross receipts 
less refunds) 


Amount 


<¥ 


1946 - 47 

1947 - 48 

1948 - 49 

1949- 50 
J 95 0 -5l 

1951 - 52 

1952- 53 


*322 

*2io 

266 

277 

321 

291 

274 


Some refund* due to local bodies in 1946-47 were adjusted in 1947-48, 


The contracts or agreements in respect of forward 
markets are exempt from stamp duty in the Madras 
State, under exemption (a) of Article 4 of Schedule I-A 
of the Stamp Act, except notes or memoranda sent by 
brokers or agents on behalf of principals which are 
charged a nominal duty of 2 annas for every Rs. 10,000 
subject to a maximum of Rs. 15. If transactions m 
forward markets are to be taxed, then the contracts or 
agreements relating to such transactions should be made 
liable for stamp duty and for this purpose, the Indian 
Stamp Act has to be amended by removing the exemp¬ 
tion. Whether it will be worthwhile to do so and whether 
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any other form of taxation of transactions in forward 
markets would be suitable or workable have to be 
examined. 

Supplementary Question. 

(A) If there is a stamp duty on transactions in forward 
markets in your State, please describe briefly the pre¬ 
sent position with special reference to rates . collection 
and evasion. 

(B) Is any tax other than stamp duties levied in 
your State on transactions in forward markets ? 7s it 
in addition to or in place of stamp duties ? Please give 
a brief description of the tax with special reference to 
rates, collection and evasion. 

(C) In respect of both (A) and (B) what has been 
the effect of the taxes on business in the forward . 
markets . 

(A) See answer to the main question. 

(B) No tax in lieu of or in addition to stamp duty is 
levied on such transactions in the Madras State. 

(C) This question does not arise as no tax is levied 
in such transactions. 

Question No. 164, 

In this country, the stamp duty is ordinarily a tax 
on documents which constitute evidence of legal rights. 
There are, however , certain taxes such as the entertain¬ 
ments tax , which are sometimes collected in the form of 
stamps , and suggestions have been made that this system 
may be appropriately extended to the collection of taxes 
on the sale of goods or on other transactions. Do you 
agree with this view ? If so, to what taxes would you 
extend the scheme ? 

Entertainments Tax was being collected in the form 
of stamps previously. This practice has since been dis¬ 
continued, as it was not popular with the proprietors of 
entertainments who prefer to pay tax on the basis of 
returns. It is not desirable to extend this form of collec¬ 
tion .of tax for the collection of taxes due on the sale 
of goods or on other transactions. 

Supplementary Question. 

Are there any specific taxes in your State which for 
convenience of collection , are recovered in the form of 
stamps ? If so, please state what they are and describe 
the procedure followed in regard to the collection of the 
taxes. 

Court fees are collected in the shape of stamps. (See 
section 19 of the Court Fees Act.) Probate duty is 
essentially succession duty and is collected in the shape 
of stamps. Fees for copying documents are also levied 
in the shape of stamps. The applicants are required to 
affix to their applications court-fee labels to the value 
of the search fee in respect of the document and to 
enclose copy stamp papers of the required value for 
copying the document in them. 

Question No, 165. 

What are the more common methods of evasion or 
avoidance of payment of stamp duty ? What means of 
preventions would you suggest ? 

One of the methods of undervaluation is by way of 
citing a lesser consideration in the document than what 
the market value of the property will warrant. This 
practice can be checked by Registration officers by mak¬ 
ing a reference to Revenue officers in all cases of doubt 
where too low a consideration is cited, in order to find 
out the correct market value. If suitable instructions are 
given to the Registering officers in this direction, it may 
be of some use in putting down the evasion of stamp 
duty. 


Under section 33 of the Stamp Act, a document can 
be impounded only if it comes before the impounding 
officer ‘in the performance of his functions’ and not 
if it is compulsorily produced before him. By this, a good 
number of documents remain unstamped. Several cases 
in which instruments evidencing transfer of shares have 
not been duly stamped have recently been brought to 
the notice of this Government, The Taxation Enquirv 
Commission may consider the question of amplifying 
section 33 of the Indian Stamp Act, so as to empower the 
Collector to impound documents insufficiently stamped 
even though they do not come up before him ‘in the 
course of the performance of his function \ 

Section III—Other remarks, 

Nil. 


IRRIGATION RATES, BETTERMENT LEVY AND 
IRRIGATION CESS 

Section I —Factual Background. 

1, Summary of the main features of the Ldw. —The 
authority for the levy of water cess in the Madras State 
is derived from the Irrigation Cess Act (Madras Act 
VII), 1865. Standard scales of water-cess have been fixed 
applicable to all the areas generally. Separate rules are, 
however, framed and notified in respect of particular 
areas or projects from time to time. The rate of water- 
cess leviable for irrigation under a particular Govern¬ 
ment source is based on (a) the classification of the 
irrigation source and (b) the nature of the crop bene¬ 
fited, depending upon the water required by the crop. 
The rate is expressed in terms of rupees per acre. The 
scope and the principles regarding this levy are dealt 
with in Section II of this Memorandum—Replies to 
questions. Further information can be had in the Board’s 
Standing Orders, Volume I (Standing Orders Nos. 1 to 7 
and appendix thereto). In connexion with the budget 
proposals for the year 1954-55, the Government have 
announced their decision to introduce a Betterment 
Levy on the holders of lands benefited by Government 
irrigation works after the 1st January 1947. This capital 
levy is proposed to be spread in easy instalments over 
a period of years. The necessary legislation will be intro¬ 
duced shortly. In anticipation of this legislation, better¬ 
ment contributions are collected voluntarily from the 
ryots whose lands are benefited by the execution of new 
irrigation projects at rates varying from Rs. 100 to 
Rs. 700 per acre. There has been no amendment to the 
Irrigation Cess Act, 1865, in recent years. It is now 
proposed to have a comprehensive Irrigation Bill, 
embodying the law as it stands, with minor changes, 
wherever necessary. 


2, Rates of water-cess. —In the major part of the State, 
a watbr-cess is levied at fixed rates (standard scale). In 
some areas, the system of levying water-cess at diffe¬ 
rential rates is in force. Details of these will be found 
in the Board’s Standing Orders referred to in paragraph 
1 above, and in Section II of this Memorandum dealing 
with replies to questions. 

3, Exemptions and reductions.—The Government grant 
exemptions from water-cess in the initial stages of 
reclamation of lands under new projects based on the 
merits of each case. In respect of irrigation under the 
Cauvery-Mettur project in the Tanjore and Tiruchirap* 
palli districts, the rate of Rs. 15 per acre originally 
fixed at the time of according sanction to the project has 
not been enforced yet. Ever since the completion of the 
project in 1933, recovery was made at Rs. 5 per acre 
only. The Government ordered the rate to be raised from 
Rs. 5 to Rs. 10 per acre by stages with effect from fasli 
1360 (1950-51) reaching the maximum of Rs. 10 in fasli 
1364 (1954-55). This concession has been given by the 
Government in order to reduce the burden on the ryots 
and to increase food production. 


4. Administrative set-up .—At the Secretariat level, the 
Revenue Department deals with irrigation revenue and 
the levy of water-cess. The Government lay down the 
policy and also decide questions involving principles of 
law. Representations against the levy of particular rate 
of assessment and individual grievances taken to the 
notice of the Government, are decided by them. At the 
departmental level, the administration of irrigation 
revenue rests with the Board of Revenue. All Deputy 
Tahsildars and Tahsildars are competent to levy the 
water-cess, which is finally settled each year at the 
jamabandi. The Collector of each district supervises the 
work of revenue officers in this behalf. The Board of 
Revenue exercises a general supervision throughout the 
State. Appeals against the levy of water-cess lie to the 
Revenue Divisional Officer and the Collector. Powers of 
revision rest with the Board of Revenue and the Govern¬ 
ment. The collection of water-cess is made by village 
officers, along with land revenue in three or four instal¬ 
ments, according to the kist months fixed for each 
district. The village officers maintain the accounts and 
remit the collections into the Taluk Treasury at periodi¬ 
cal intervals. 


5. Cost of administration and cost of collection .—As 
the administration of irrigation revenue is one of the 
many items of work attended to by the Revenue depart¬ 
ment, it is not possible to assess separately the cost of 
its administration. The system has been working effi¬ 
ciently and presents no problem either from the point 
of view of the Government or the tax payer. 


6 . Trend of receipts. —The irrigation revenue is a 
source of fairly steady income based on th e rates fixed 
and the area irrigated. When there is failure of monsoon, 
postponement or remission of water-cess along with the 


52—1 T. E. Com. (ND)/ 55 * 
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land revenue is sanctioned. The following are the figures 
of revenue from irrigation in the composite Madras 
St/ite : — 


(Rupees in lakhs) 


Year 


Shown 

under 

Land 

Revenue 

Direct 

receipts 

1946-47 .... 


305 

16 

* 917-48 .... 

• 

. 278 

15 

1948-49 , . 


. 271 

15 

i949-5 ( J • * 


257 

18 

1950-51 . 


257 

19 

195*-52 ' 


* 284 

18 

1952*53 (provisional) 


- 2 7i 

1 


For the present Madras State, the estimate for 1954-55 
has been taken at Rs. 124 lakhs under “ Land Revenue— 
portion due to irrigation” and Rs. 7 lakhs under ^Direct 
Receipts 

7. Arrears, evasions , etc. —As the collection is effected 
along with land revenue under the Revenue Recovery 
Act, there is no scope for large-scale arrears. The exe- 
cutive instructions issued by the Board of Revenue in 
this regard will be found in Board’s Standing Orders, 
Volume II—Standing Orders Nos. 35 to 49. The only 
scope for evasion is through omission on the part oi 
village officers to bring into account, the irrigation of 
certain fields and the failure of inspecting officers tci 
detect such. This is,, however, a remote possibility, as 
generally revenue officers exercise a close supervision 
and make a thorough inspection. 

Section II—Replies to Questions 

General Remarks ,—The following statements give 
particulars of capital outlay, receipts, working expenses, 
net revenue, etc. in respect of major and minor irriga¬ 
tion works as required by the Taxation Enquiry Com¬ 
mission. 


Statement showing details of three Major Irrigation Projects last completed its the Madras State. 

Note.— OnlyJ3 new Major Projects unconnected with old Irrigation have been completed in the recent past. 

(Rupees in lakhs.) 


Year 


Total Area Portion Work- Interest Net 

capital irrigated Water of land Other ing charges revenue 

outlay (acres in rates Cesses revenue receipts expenses during without 
(direct thou- due to the year deduct- 

and in- sands) irriga- ing in¬ 
direct) tion terefct 

excluding charges 

arrears of 
interest 


Remarks 


(«) 

(a) 

( 3 ) 

(4) 

( 5 ) 

( 6 ) ( 7 ) 

( 8 ) 

( 9 ) 

(10) (11) 

I. Cauvery-Mettur Project — • 

1946-47 . 

• 647 

242 

16 

Nil 

•30 I 'I 

6 -4 

28 *6 

10 | Excludes a sum of 

1947-48 . 

• 6 53 

263 

*7 

Nil 

•30 1 -7 

6 *5 

28 -8 

11-5! about Rs. 1 lakh 

10 -3 | in each year credi- 

194.8-49 . 

. 660 

269 

l l *5 

Nil 

•30 I -0 

7‘4 

29 *° 

1949 * 5 ° ■ 

66 2 

268 

18 *0 

Nil 

‘ 3 * 0 *4 

7 ‘2 

21 ‘2 

10 '5 J table to “old irri¬ 

gation”. 

II. Kattalai Schema— 

1946-47 . 

* 4 * *5 

7 ° 

4‘4 

Nil 

Nil] o*i 

0 *4 

i ‘8 

1 *6 ) Excludes a sum of 

1947-48 . 

- 4 1 ’5 

73 

4 ’5 

Nil 

Nil 1 o-i 

I *2 

1 -8 

0 -9 ! about Rs, 2 *5 

1948-49 . 

• 4 i ’5 

78 

4 *6 

Nil 

Nil f* 0 ' 1 

Nil J 0*1 

3‘3 

1 *8 

— 1 *i [ lakhs in each year 

1949-50 . 

41 '5 

81 

6 *o 

Nil 

3 ’0 

1 -8 

0 *6 j creditable to “old 

irrigation”. 

III. Toludur Project— 

1946-47 . 

26 

20 *5 

1 -4 

Nil 

Nin ‘02 

0 *6 

1 *1 

0 •j') Excludes a sum of 

1947-48 . 

26 

25 

1 *5 

Nil 

Nil { *01 

0 -6 

1 *i 

0 -8 f about Rs.o-i lakh 

1948-49 . 

. 26 

21 

1 '3 

Nil 

Nil ft ‘02 

0 ‘8 

1 0 

0 *4 T creditable to“old 

1949.50 

. 26 

20 

1 *1 

Nil 

Nil J *02 

0 ’8 

1 *1 

0-2J irrigation’. 


♦ Small sum, viz,, Rs. 121. 
fSma.1] sum, viz., Rs. 448. 

Statement showing details of all Major Irrigation Works together in Madras State 


N.B ,—Figures in brackets are for the present Madras State only, while the other figures are for the Composite State. 

(Rupees in lakhs,) 


Year 

Total capital 
outlay direct 
and indirect 
(excluding 
arrears of 
interest) 
(including 
works in 
progress) 



Total receipts 
_„_ 


Interest 

Working charges during 
expenses the year 

Net revenue 
without 
deducting 
interest 
charges 

r~ 

Area irriga¬ 
ted (acres in 
thousands) 

Water 

rates 

Cesses 

Portion of 
land revenue 
due to 
irri¬ 
gation 

l ... - 4 

Other receipts 

(0 

(2) 

(3) 

(4) 

T) 

(6) 

(7) 

(8) 

( 9 ) 

(10) 

1946-47 

- 2,054(1057) 

5,044(2150) 

249(111) 

Nil 

10(4-1) 

11 -5(3 •») 

83(28) 

87(46) 

128(37)* 

1947-40 

. 2.202(1068) 

4,961(2178) 

248(109) 

Nil 

10(4 -o) 

10-5(4-0) 

93(29) 

91(46) 

116(37)* 

1948-49 

• 2,482(1114) 

5,004(2200) 

249(108) 

Nil 

. 10(4-0) 

10 -4(3 -i) 

106(38) 

100(47) 

105(26)* 

1949-50 

■ 2.970(1315) 

5,217(2232) 

232(113) 

Nil 

10(4-0) 

12 -5(2 -5) 

119(41)' 

H 5 ( 47 ) 

76(31)* 


♦Excludes a sum of about Rs. 59 lakhs (41 lakhs) in each year creditable to “old irrigation” 
Note.—Figures for later years are not available yet. 









Statement showing details of all Minor Irrigation Works together in Madras State 


NJ3. — Figures in brackets are for the present Madras State areas only, while the other figures for the composite States. 

(Rupees in Lakhs) 


Year 

Area irrigated (ist 
and 2nd crop) 
(acres in thousands) 

Total land-revenue 
and irrigation 
revenue 

Share due to irrigation 

Remissions 

and 

deductions 

Net revenue 
due to 
* irrigation 

1 

2 

3 

4 

5 

6 

1946-47 

3,648 (a,450) 

155 (101) 

122 (78) 

6 (2) 

u6 (76) 

1947-48 

3,135 (2,037) 

•40 (95) 

no (73) 

21 (16) 

89 (57) 

1948-49 

3.035 (i. 995 ) 

>37 ( 92 ) 

106 (70) 

26 (19) 

80 (51) 

1949-50 

3.234 (2,030) 

>46 (98) 

>15 (75) 

32 (26) 

83 (49) 


Question No, 155 

Would you recommend any of the following taxes , 

either singly or in combination , where a major irrigation 

work has been constructed by the State — 

(i) a betterment levy representing a portion of the 
increase in the value of land; 

(ii) an irrigation rate for the water actually supplied; 

(iii) a small compulsory cess for all lands under 
command whether the water is actually utilized 
or not; 

(iv) any other tax or taxes, as an alternative to or 
in conjunction with the above ? 

(i) Yes. 

(ii) Normally water-rate is fixed with reference to— 

( 1 ) the area irrigated ; 

( 2 ) the quantity of water required (systematically 
irrigated or occasionally irrigated) ; and 

(3) the nature of crop raised (single or dufasal crop). 
The main factor is the approximate quantity of 
water required. But when once the rate is fixed, 
it is not altered every 3 sar on the basis of the 
water actually supplied. Though the principle of 
levying water-rate on the actual quantity of 
water that is supplied is theoretically sound, it 
would be difficult to apply it in practice. This 
principle is, however, followed in fixing the rate 
in the first instance and when by improvement 
to the source, the existing supply is stabilised or 
increased. Therefore, it is not possible to fix the 
water-rate with reference to the quantity of 
water actually supplied every year. As the 
quantity is normally constant for the same crop 
and the same area, the water-cess is levied with 
reference to the crop irrigated and the area 
irrigated. 

(iii) Compulsory water-cess may be levied on all lands 
commandable by new works whether water is actually 
utilized or not instead of a small compulsory cess in 
addition to water-cess. 

(iv) No. 

Question No. 156 

What portion of the increment in land value may be 
reasonably absorbed by the State as betterment levy ? 

How should it be assessed, in what instalments should 
it be collected and by what administrative machinery ? 

How would you time the recovery in relation to 
development, i.e., before the project comes into full 
operation or afterwards when substantial incremental 
value is actually realized ? 

Would it be proper and practicable to impose a better¬ 
ment levy on lands already benefited by an existing 
irrigation work ? 

Should the proceeds from the levy be ear-marked for 
a specific connected purpose, e.g., contributing towards 
the cost of the particular irrigation project or of other 
rrigation projects ? 

Half the increment in land value may be absorbed 
as. betterment levy. The increment in land value may be 
fixed as 25 or 30 times the net additional income after 
making allowances for expenses incurred or likely to be 


incurred by the owners for making the lands fit for 
cultivation. The betterment levy may be collected in 
20 or _ 30 instalments by the machinery used for the 
collection of land revenue or in advance in one lumpsum. 
This Government are considering whether in regard to 
future works, the collection of betterment contribution 
may be deferred for the first two years after the complex 
tion of the work and the levy made only from the third 
year. There seems to be no objection to impose a better¬ 
ment levy on lands already benefited by an existing 
work completed after a certain date. The proceeds from 
the levy need not be earmarked for a specific connected 
purpose. 


Question No. 157 

(i) Should the irrigation rate be no more than an 
adequate charge for the^water supplied or sitould it 
also contain an element of additional levy on the 
increased yield or crops ? Can you indicate with 
reference to conditions in your State, whether , and if so 
to what extent, there is an element of additional levy in 
respect of (a) old irrigation works, (b) new irrigation 
works 1 What limits would you place on the quantum 
of additional levy in respect of (a) old irrigation works , 
(b) new irrigation works ? 

(ii) Would you base the irrigation rate primarily on 
(a) area irrigated, (b) quantity of water supplied, (c) 
crop value, (d) any other factor ? 

(iii) Are you in favour of periodical revision of water- 
rates ? If so, with reference to one or more specified 
States, what period would you consider appropriate in 
conformity with economic considerations and in the 
light of administrative convenience ? 

(iv) Do you advocate concessional or incentive rates , 
particularly in the initial stages of development, with a 
view to encouraging the production of specific crops or 
the adoption of desired farming techniques ? 

(i) Water-cess is levied in this State and this represents 
no more than an adequate charge for the water supplied, 
the rate varying according to the classification of the 
irrigation source and the nature of the crop raised. As 
for the element of additional levy on the increased yield 
or increase in the value of land, there is the betterment 
levy provided for in the proposed Comprehensive Irriga¬ 
tion Bill, As regards old irrigation works in this State, 
the consolidated wet assessment comprises the land tax 
and water-cess and it may be said that the element of 
additional levy for increased yield had also been taken 
into account at the time of resettlement by way of 
classification of soil into sort and tarams. 

(ii) the water-rate should be based 011 — - 

(1) the area irrigated ; 

(2) the nature of crop (i.e., the duration for which 
water is required for it—single crop or duffasal 
crop) ; 

(3) quantity of water required (systematic or occa¬ 
sionally irrigated) ; and 

(4) the anticipated yield and expenditure in the 
case of productive projects. 

(iii) The Land Revenue Reforms Committee has gone 
into this question and a summary of its recommendations 
in this regard is as follows : — 

The same grounds which would justify the alteration 
of the standard assessment in consequence of alterations 
in prices would justify alterations in similar circum¬ 
stances of the scale of water-rates, whether it be the 
standard scale of water-cess, or the special project rates 
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The current rates of standard scale of water-cess 
(outside the project areas in which special project rates 
of water-rates prevail), should be correlated to the 
present price-levels, and be* subject to variations in 
accordance with the sliding scale proposed for the 
standard assessment. 


In the case of the Godavari and Krishna anicut 
system, and other old ‘productive’ projects except those 
which have been executed in recent years (starting, say, 
from Periyar), for which special project scales of rates 
as distinct from the standard scale of water-cess are 
applicable, the rates should be correlated to the standard 
assessment and be subject to variations in accordance 
with the sliding scale. 

The rates of water-cess in force in the * productive ’ 
projects, as distinct from * protective * works, undertaken 
from time to time in recent years, starting, say from the 
Periyar Project, should be correlated to the standard 
assessment and be thereafter subject to variations in 
accordance with the sliding scale : 

Provided that in cases where water-rates are fixed in 
the years in which the prices were higher than the range 
to which the standard assessment is correlated, the 
water-rates should be correlated to the stage in the 
sliding scale appropriate to the year in which water-rates 
were fixed and be thereafter subject to variations in 
accordance with the sliding scale. 

In the case of non-productive works the rates should 
be correlated to the present level of prices and be sub¬ 
ject to variations in accordance with the sliding scale. 

There should be a review in respect of 4 productive * 
projects, as distinct from protective projects, undertaken 
from time to time in recent years, starting, say, from the 
Periyar Project, into the aspect whether there has been 
substantial difference between the costs of execution and 
maintenance and of the actual*extent benefited, or likely 
to be benefited, as shown by actual experience, on the 
on^hand, and the cost and benefits as originally esti¬ 
mated with reference to which the water-rates were 
originally fixed, on the other, such as would justify an 
alteration of the water-rates ; and in the case of com¬ 
bined hydro-electric and irrigation projects, such a 
review should include the crediting on the irrigation side 
of profits earned on the electricity side beyond a reason¬ 
able return on the electrical side. 


The above recommendations of the Land Revenue 
Reforms Committee are under consideration of the 
Government and no final decisions have yet been taken 
on them. 

(iv) Concessional rates in the initial stages is advo¬ 
cated as the initial outlay on land by way of rendering 
it fit for cultivation may in some cases be heavy. 

Question No. 158 

How would you fix the compulsory irrigation cess ? 
Would you make it a small fee relatable to the annual 
cost of maintenance of the work ? 

If the compulsory irrigation cess is the same as that 
referred to in Question No. 155 (iii), then no such 
compulsory irrigation cess in addition to water-rate is 
necessary. The practice existing in this State with regard 
to the maintenance of irrigation works like channels is 
this. Under the Kudimaramath Act, when an irrigation 
channel is found to have silted up, notices are issued 
to all the pattadars owning lands under the channel to 
silt clear the channel within a specified time. If they 
fail to respond to the notice, the work is done by the 
Government and the cost is recovered from the pattadars 
in proportion to the extent owned by each pattadar under 
the channel. This may be termed in a way the com¬ 
pulsory fee for the maintenance of irrigation works. 


There are also certain channels which are maintained 
by the ryots themselves. A special cess is levied from 
the ryots for these channels. The revenue collected on 
account of each channel or groups of channels should 
be appropriate to the improvement of the channel or 
group of channels concerned, and the expenditure 
usually falls under the following heads ; — 

(i) Carrying out korambus, fie., banks of sand, 
grass, etc., thrown across the riverbeds at the 
bunds of the channels when the supply in the 
rivers is low. 

(ii) Clearing the channels. 

(iii) Paying the special establishment entertained for 
the conservancy of the channel or channels and 
for the regulation and distribution of water 


(iv) Carrying out special repairs and works. 

(v) Planting trees and attending to the conservancy 
of the padugais from which stakes, bushes, 
grass, etc., are taken for the formation of the 
korambus. 

Whenever there is any surplus payment of the above 
charges, the amount may, if the ryots wish it, be devoted 
as a contribution towards the construction of sluices and 
other important works which will materially assist the 
due regulation and distribution of water, etc., and tend 
to decrease the cost of clearances. 

Question No. 158 

4 1/ the items mentioned above—betterment levy, irriga¬ 
tion rate and irrigation cess were discussed in connexion 
with a minor irrigation work, or a tubewell scheme , 
to what extent would your replies have to be modified ? 

No modifications are necessary even if the irrigation 
work happens to be a minor irrigation work or a tube- 
well scheme. 


Question No. 160 

In what circumstances ivould a consolidated rate of 
land revenue—where the assessment includes an element 
of water rate be preferable to a scheme of separate 
irrigation rates and cesses ? 


A consolidated wet assessment is levied on registered 
wet lands in all the settled tracts. A separate water-cess 
in addition to the dry assessment is imposed under new 
irrigation schemes. In some projects, water-rate is levied 
irrespective of the fact whether water is used or not, 
provided the land is situated in the block classified as the 
ayacut and the water-permit is issued. The existing 
practice may be continued as it is too early to experi¬ 
ment with a scheme of separate irrigation rates even 
for settled wet lands. 


Question No. 161 

What is the scope for the imposition of a surcharge on 
irrigation rates based on — 

(0 crop values ; 

(ii) sizes of holdiiig, etc, 

for the purpose of financing projects of a local character ? 

This Government have before them a Bill to levy a 
surcharge on land revenue assessments. 11 Land Revenue ” 
as defined in this Bill includes in relation to any fasli 
year the water-cess, if any, charged for irrigation of the 
land. If the proposed legislation is enacted, there will 
be no justification for the levy of surcharge on water- 
cess separately. Even if the proposed legislation is not 
enacted, the policy of the Government is that there 
should be no surcharge on water-cess. If it is found 
practicable, water-cess would be revised periodically 
with reference to the prevailing prices. 

Section III-—Other Remarks. 


Nil. 


COURT FEES 


Section I— Factual Background. 

1. Summary of the main features of the Act and 
amendments of the law, etc. —The revenue from judicial 
stamps is realised under the Court Fees Act, 1870 (Indian 
Act VII of 1870), as subsequently amended. By Madras 
Act No. V of 1022, various amendments to the Indian 
Court Fees Act were made, the main object being to 
enhance the rate of court fees by 50 per cent, generally, 
as a measure for augmenting the State revenues. These 
amendments came into force from the 18th April 1922, 
and the rates now in force will be found in Schedules I 
and II to the Act, embodied in the Madras Stamp 
Manual, The Court Fees Act which was enacted years 
ago bristles with anomalies and has resulted in a mass 
of conflicting decisions by the various High Courts. It 
is also unsuited to modern conditions. The Madras 
Government have therefore decided to introduce at an 
early date a fresh law on the subject, in order to set 
right the defects in the existing Act, and to see that the 
incidence of the Court Fee taxation is equitable and 
bears some relation to the magnitude of the claims, the 
intrinsic value of the subject-matter of the suit and also 
the time taken by Courts and public officers. The draft 
Bill is almost ready. 



2. trend of receipts .—The totai revenue derived in the 
Composite Madras State from Court fees (including the 
sale-proceeds of stamped copy papers) has been as 
follows : — 


(Rupees in lakhs) 





Year 



Gross 

receipts 

less 

refunds 




1 



2 

1946-47 . 






116 

1947-48. 






127 

1948-49 . 






140 

1949-50 . 






156 

1950-51 • 






168 

1951-52 • 






163 

1952-53 • 

• 





178 


The estimated receipts for the present Madras State 
during the year 1954-55 is Rs. 135 lakhs. 


Section II— Replies to Questions. 

The questions relating to Court fees are Nos. 166, 167 
and 184 and these have been answered separately. In a 
supplemental note, the Commission has asked for infor¬ 
mation as to how the receipts from Court fees compare 
with the expenditure on the judiciary. It may be 
generally stated that at present, the Government have 
not been making any profit out of the administration of 
justice. If the proposed Bill revising the Court Fees Act 
is passed as contemplated, some additional revenue may 
be derived. 


Section III— Other Remarks. 


Nil. 










MEMORANDUM V 


PART I—THE TAX SYSTEM 

GENERAL (NON-TAX REVENUE) 

Questions 

Question No. 7 

Do you consider that non-tax revenues are likely, in 
future, to occupy a more important place than hitherto 
in the public revenues of India? If so, please state the 
sources of non-tax revenue you have in view and 
indicate to what extent they may be expected to contri¬ 
bute to the public exchequer . 

The chief items of non-tax revenue of the Madras 
Government at present are Irrigation and Electricity 
Projects, Forests, Industries and Road Transport. The 
receipts from new irrigation projects will accrue only 
in the long run. Moreover, the works undertaken in 
recent years are protective in nature and are not 
expected to be productive. So, irrigation revenue can¬ 
not be expected to contribute more substantially than 
at present to the public exchequer in the near future. 

The State Electricity undertakings are now yielding 
some revenue to the Government. However, as the new 
schemes recently brought into operation have been exe¬ 
cuted at costs comparatively much higher than those 
completed in pre-war days, the percentage of net surplus 
in the Electricity Department has begun to show a 
decline and this tendency will continue at least for 
some years to come. 

Forests have great potentialities in the long run, if 
the Five Year Plan with its scheme of afforestation and 
soil conservation is followed up with rising tempo in 
the succeeding plans. Industrial undertakings were 
generally started by the Madras Government as pilot 
and pioneering ventures, and not with the primary idea 
of making a profit. Generally speaking the undertakings 
have been working satisfactorily, but the addition to the 
general exchequer from them is not very significant. 
Further, the profits on these undertakings are subject 
to variations, with reference to market conditions, prices 
and the general labour problem. The nationalised Road 
Transport in Madras City is just over 5 years old. The 
total net revenue so far earned is about Rs. 50 lakhs, 
after allowing for the interest on capital and contribu¬ 
tion to depreciation reserves. But as the general demand 
is for a more efficient and cheaper service, the Govern¬ 
ment cannot continue to work the concern mainly with 
the idea of making larger profits. Extension of na¬ 
tionalisation to the districts is not also an immediately 
practicable proposition. 

To sum up, there is not much scope in the Madras 
State for non-tax revenues occupying a more important 
place than hitherto in the public revenue. 


Question No, 8 

Do you agree with the vie id that receipts from parti¬ 
cular taxes should not, as a rule, be funded or ear-mark¬ 
ed for specific purposes ? 

The Madras Government agree with the view that 
receipts from particular taxes should not, as a rule, be 
funded or ear-marked for specific purposes. In fact, they 
have not hitherto ear-marked any revenue for specific 
purposes, except in a general way as indicated below 
The General Sales Tax and other Commercial Taxes 
were introduced in the Madras State to make up for 
the loss of revenue, consequent upon the implementation 
of the policy of Prohibition and the proceeds of these 
taxes were initially credited to a Revenue Reserve Fund, 
the intention being that this Fund should be drawn upon 
mainly for financing development schemes. Later on, the 
revenue surpluses as a whole instead of only the pro¬ 
ceeds of the commercial taxes' were paid into the Revenue 
Reserve Fund and the entire reserves have been utilised 
in meeting revenue deficits in particular years and for 
financing development schemes. Practically, the whole 
of the proceeds of the Entertainments Tax is paid over 
to the local bodies in whose area the tax is realised. 
The payment of compensation to local bodies for the 
loss of income on the abolition of tools and licence fees 
on Motor Vehicles is a first charge on the receipts from 
the Motor Vehicles Tax. These are not, however, strictly, 
instances of ear-marking particular revenues for speci¬ 
fied purposes. Separate funds have also been constituted 
from contributions from revenues for particular pur¬ 
poses like the Famine Relief Fund, Rural Water Supply 
Fund, Fund for the Village Reconstruction and Harijan 
Uplift and the Zamindari Aboltion Fund. Except in the 


case of the Zamindari Abolition Fund, there is little or 
no balance in these Funds now. The building^ up of 
reserves to meet specified large scale expenditure is 
desirable, when there are revenue - surpluses. 

Question No. 9 

Do you think that it is desirable, under certain condi¬ 
tions, to levy cesses for special purposes ? 

Cesses to meet expenditure on particular purpose 
have been levied in the Madras State, primarily by local 
bodies (e,g, land cess and education cess) and this 
principle can be extended, where the total burden on 
the tax payer is not unduly high already. The Govern¬ 
ment of India have been levying cesses on particular 
commodities like factory sugar and mill-cloth, with a 
view to utilising the proceeds for the benefit of Sugar¬ 
cane growers and the Handloom Industry. It is practic¬ 
able and convenient to continue such cesses in the larger 
interests of the country apart from the theoretical 
justification or otherwise for them. The levy of Better¬ 
ment Fees by State Governments in respect of land 
benefited by Government irrigation may be thought of 
as a cess for a specific purpose or as a legitimate contri¬ 
bution for a benefit directly received. 

Question No. 10 

State undertakings , commercial, industrial , etc., are 
coming to play an increasingly important part in the 
economy of the country ♦ Have you, from the point of 
view of their significance as a source of revenue, actual 
or potential, t a ny comments or suggestions to make on 
matters such as the further extension of State under¬ 
takings and their policies in regard to pricing, in so far 
as these may be relevant to tax policy ? 

The results of the working of State undertakings in 
Madras have already been indicated in a general way. 
In the present context, heavy investment in the public 
sector for extension of State undertakings is not practic¬ 
able. In so far as the existing industrial undertakings 
are concerned, it is of course desirable that the business 
practice in the private sector including the pricing 
process should be vigorously adopted. In fact this is 
the case generally at present. 

Question No. 11 

Would you suggest that the net surplus earned by 
State undertakings should accrue to general revenues 
or be carried to a fund for financing projects of develop¬ 
ment or be reinvested in the undertakings concerned ? 

The net surplus earned by State Undertakings has 
hitherto been merged with general revenues, which are 
being utilised for financing benificent measures, includ¬ 
ing development projects. It has not been considered 
practicable or even desirable to earmark the surplus 
from State undertakings for particular purposes, includ¬ 
ing re-investment in the undertakings themselves, apart 
from building up the necessary reserves against deprecia¬ 
tion, accidents and the like. The position in regard to 
the working etc., of individual undertakings is referred 
to briefly below : — 

A, Electricity Undertakings . 

The net surplus revenue of electrical undertakings 
after meeting working expenses, depreciation and special 
reserve fund, contributions, and interest on capital is 
not banked separately but is merged with the general 
revenues of the State. The depreciation and special 
reserve funds are invested in securities of the Central 
and State Governments. All the State Electrical under¬ 
takings are managed by a separate department of the 
Government, and are now yielding some revenue, but 
as pointed out already, the percentage of net surplus 
has begun to decline and this will continue for at least 
sometime to come. The existing arrangements regarding 
the treatment of net surplus have worked satisfactorily 
both from the point of view of a reasonable return on 
the capital invested by the Government and also from 
the point of view of reasonable standard of service to 
the public at an economic price. 

The electricity tariffs were prepared in such a way that 
the gross receipts would just cover the working expenses, 
depreciation and interest. However, there have been 
some surplus in recent years, but this position is likely 
to change in the years to come. Details of investment, 
net receipts, provision for depreciation etc., for the 
operating systems in the present Madras State will be 
found in Annexure I to this Memorandum. For the 
details of load development, financial results, number 
of consumers, transformer lines in service, agricultural 
development etc., in the present Madras State, reference 
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may be made to the general review in the Administra¬ 
tion Report for 1952-53, extract from which will be found 
in Annexure II to this Memorandum, 

B. Irrigation Works. 

All the irrigation schemes are run only departmentally 
and the surplus from these schemes is often small, 
except in respect of very old works. Working expenses 
are increasing and the indications are that they will 
get stabilised in the future, only at a far higher level 
than at present. The revenue from these systems is 
mostly from water rates and the position in regard to 
them has been dealt with in Memorandum No, IV, in the 
section relating to Irrigation Rates, Betterment Levy 
and Irrigation Cess. Details of the working of three 
major irrigation projects last completed in the Madras 
State, as well as of all major irrigation works and minor 
irrigation works are given in the same memorandum. No 
depreciation is adjusted in respect of irrigation schemes. 
The existing procedure has worked satisfactorily, 

C. Industrial Undertakings 

A brief account of the origin and present activities of 
each of the important commercial undertakings—State 
Transport, Kerala Soap Institute, Oil Factory, Industrial 
Engineering Workshop, Milk Factory, Cinchona Depart¬ 
ment and Silk Filatures together with the latest state¬ 
ment of accounts will be found in the Government 
Commercial Undertaking Supplement to the Detailed 
Budget Estimates of the Government of Madras for 
1954-55. (Copies furnished separately.) In all cases, the 
net surplus accrues to the revenues of the State and 
the undertakings are run departmentally. No change in 
the existing arrangement is considered necessary. The 
annual _ contributions to the depreciation reserve funds 
have hitherto been invested only with the Government 
i.e. f the moneys were made available for the general 
ways and means purposes of the Government, but the 
pro-forma accounts of the individual undertakings were 
credited with interest on these investments. It is now 
proposed to invest the annual contributions to the 
depreciation reserve fund of the State Transport in 
Government securities, so that the moneys may be 
immediately available for being drawn upon for replace¬ 
ment of buses, as and when required. The charges for 
the finished products of the industrial undertakings are 
fixed, taking into consideration the value of each raw 
material used, labour involved, local market conditions 
etc. In the case of all passenger transport service, either 
State owned or private owned, the Government have 
fixed maximum fares for State carriages. Subject to the 
maxima, the^fares may be adjusted to yield a reasonable 
return on the capital, taking into account also the public 
utility aspect of the services. The goods transport service 
in the Madras State has not yet been nationalised. 

Question No, 34 


Article 269 of the Constitution enumerates the follow¬ 
ing taxes which may he levied and collected by the 
Union but the proceeds of which are to be assigned to 
the States : — 

(a) duties in respect of succession to property other 
than agricultural land; 

(b) estate duty in respect of property other than 
agricultural land; 

(c) terminal taxes on goods or passengers carried 
by railway, sea or air; 

(d) taxes on railway fares and freights ; 

(e) taxes other than stamp duties on transactions 
in stock exchanges and futures markets; 

(f) taxes on the sale or purchase of newspapers and 

on advertisements published therein . 

How do you assess the possibilities of adding to the 
country's tax resources in respect of the above items ? 

Legislation for the levy of an Estate Duty has already 
been passed by the Parliament. (See also answers to ques¬ 
tions Nos. 101 and 102.J The Government of India have 
not yet found it possible to make a real estimate of the 
proceeds from this Duty and its allocation among the 
States, The working of this Law has to be watched for 
sometime, before the question of levying duties in respect 
of succession to property other than agricultural land 
can be considered. Terminal taxes on goods or passengers 
carried by railway, sea or air and taxes on railway fares 
and freights might yield a considerable additional 
revenue to the States. A pilgirm tax by way of an addi¬ 
tion to the railway fare is already being collected in the 
Madras State, in some important areas for the benefit 
of local bodies and this may be adopted widely. Atten¬ 
tion in this connection invited to the answers to 


Question Nos. 185, 186 and 217. The question of levying 
taxes on the sale or purchase of newspapers and on 
advertisements published therein has been dealt with in 
Memorandum No. IV in Section I relating to the General 
Sales Tax, Stock exchanges and futures markets in the 
Madras State are of relatively minor importance as 
compared with those in Bombay and Calcutta, and 
presumably, under any scheme of allocation of the pro¬ 
ceeds of a central tax on such transactions, the Madras 
State will be given only a small share. 

The Madras Government have not sufficient data at 
present to assess the possible addition to the tax re¬ 
sources of the country from the taxes mentioned in this 
question. The only general point is that all possible 
avenues of taxation have to be explored, in the interests 
of State Governments, whose resources are now much 
short of their requirements. 

Question Nos. 35-36 

Other possible ways of adding to tax receipts which 
have been suggested are taxes on capital, re-introduction 
of the salt duty , surcharges on land revenue, betterment 
levies , agricultural income-tax , social security taxes and 
modification of the policy of prohibition having regard 
to the directive principles of the Constitution, What are 
your views regarding the desirability and the probable 
scope of each of these forms of taxation ? 

Do you consider it desirable and feasible to levy a 
tax on unearned increments in value of land and other 
property as a result of public projects of development ? 

What measures would you suggest for increasing the 
receipts from existing sources of revenue ? 

What other new sources of taxation can you recom¬ 
mend ? 

The question of levying a surcharge on land revenue 
and betterment levies is now under the active considera¬ 
tion of the Madras Government, as indicated in the 
general note on State Taxation. It is also proposed to 
levy an agricultural income tax on plantation products 
like tea, coffee, rubber and cardamom. The Government 
have not yet come to a decision on the levy of agricul¬ 
tural income tax generally. In regard to the policy of 
Prohibition, the Madras Government are at present 
committed to it fully, and they do not consider that 
any change is necessary. In regard to the existing sources 
of State revenue, there is not much scope for increasing 
their receipts, as already indicated. Theoretically speak¬ 
ing, it is desirable to levy a tax on unearned increments 
in the value of land and other property, as a result of 
public projects of development. 

PART II—DIRECT TAXES 

INCOME-TAX 
Question Nos. 52 to 54 

These relate to agricultural income tax. The Govern¬ 
ment of Madras are not now offering any views at 
present, as they have not come to a final decision in the 
matter 

PART III—COMMODITY TAXES 

GENERAL 

Question No. 138 

What <( luxury” articles , if any , would you suggest on 
which commodity taxes in any of the various form.s 
might be levied at specially high rates ? 

This is covered by the Section relating to the General 
Sales Tax in Memorandum No. IV. 


Annexure I 

Electricity schemes—outstanding capital outlay and 
Reserve Fund as on 31-3-1952. 


(In lakhs of rupees) 


Name of Scheme 

Capital 

Outlay 

r 

Deprecia~ 
tion and 
Special 
Reserve 
Funds 

Pykara ..... 

7103 

*55 

Mettur . ... 

640 

m3 

Papanasam ..... 

490 

34 

Madras. 

596 

61 


2829 

353 
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Net Receipts of Electricity Schemes 


(In lakhs of rupees) 








1948-49 

1949-50 

1950-51 

1951-52 







I. Pykara System— 

Capital Investment .... 






605 

75 i 

945 

1103 

Gross receipts ..... 



. 



73 

86 

94 

”5 

Deduct ( i ) Working expenses . 



. . . 



20 

23 

24 


(it) Interest charges 



• • * 



18 

19 

21 

24 

(Hi) Depreciation charges 






13 

14 

15 

16 

Net receipts ..... 






22 

30 

34 

44 

II. Mettur System— 

Capital Investment .... 

- 





381 

447 

549 

640 

Gross Receipts ..... 






84 

74 

86 

102 

Deduct ( i ) Working expenses . 






22 

23 

31 

37 

( ii ) Interest charges 


* 




14 

16 


19 

(Hi) Depreciation charges 






10 

12 

14 

17 

Net receipts ..... 






18 

23 

22 

29 

III. Papanasam system— 

Capital Investment .... 






297 

383 

422 

49° 

Gross Receipts ..... 






30 

36 

41 

54 

Deduct (t) Working expenses . 






10 

11 

12 

24 l 

(ii) Interest charges 






9 

13 

16 

18 Ua) 

(iii) Depreciation charges 






2 

6 

7 

8J 

Net Receipts .... 






9 

6 

6 

4 

IV. Madras System— « 

Capital Investment . 

* 


- 


* 

217 

301 

475 

596 

Gross Receipts . . ■ . 





• 

80 

94 

r 16 

140 

Dedwt (i) Working expenses . 



! • 1 *1 



58 

66 

74 

85 

(ii) Interest charges 






7 

8 

H 

16 

(Hi) Depreciation charges 





• 

13 

13 

r 4 

23 

Net Receipts . 


• 



* 

2 

7 

14 

• 18 

Note, -= The Capital Investment to end of 1951-52 shown above includes eupenditure on 
(a) Expenditure in excess in 1951-52 due to operation of Thermal Stations. 

extensions to Projects not brought to beneficial use. 



ANNEXURE II 

Administration Reaort of the Electricity Department for 
the year 1952-53—Section I. 

General Review, 

Adapted to the present Madras State. 

Introduction ,—"The Report under review is the Twenty- 
sixth Annual Report of the Electricity Department cover¬ 
ing the year 1952-53. 

2, Salient features—The salient features in the 
administration of the Department during the year were— 

(1) The capital expenditure on new projects and 
extensions under construction during the year 
totalled Rs. 4.53 crores. 

(2) The gross and net (without deducting interest) 
revenues earned by the Department were 
Rs. 431 lakhs and Rs. 131 lakhs respectively. 

(3) The three 12,000 K.W. generating units and two 
of the three 15,000 KVA step-up power trans¬ 
formers at the Moyar Power House were com¬ 
missioned. 

(4) Two 80,000 lb/hour boilers were commissioned 
at the Basin Bridge Power House of the Madras 
Electricity System, one in May 1952 and the 
2nd in November, 1952 respectively. 

(5) Two numbers 224 KW diesel generator sets were 
erected at the Udipi Power House and 24 hours’ 
supply given in the area. 


(6) The Papanasam-Kayattar 66 KV line, the 
Madurai-Sivaganga 66 KV line and Tiru- 
mangalam-Rajapalayam-Tenkasi 66 KV lines 
were completed and put into service. 

(7) Power demands totalled 143620 KW and energy 
generated by the Department including pur¬ 
chase from other sources amounted to 701.660 
million units. 

(8) Due to the failure of the monsoons for the fifth 
year in succession—drastic power cuts, this 
time reaching 66-2/3 per cent, on all but 
essential consumers had to be imposed on the 
consumption of energy in the hydro-electric 
systems of the South. 

(9) Electricity was extended to 162 villages and 
towns during the year. The villages and towns 
electrified in the State so far number 2,114. 

(10) In view of the financial stringency work on many 
sanctioned schemes for extension of supply 
could not be taken up. A scheme for execution 
of works on the basis of voluntary loan contri¬ 
bution from the beneficiaries was approved by 
Government. There is a small response for this 
scheme in the Madras System. 


3. Load development —The demand for power for 
industrial and agricultural purposes continues to be on 
the increase. In view of the paucity of funds, shortage 
of generating and transformer capacity, new supplies 
were confined to domestic, agricultural and a few 
essential industries. 




























413 


The aggregate of the power demands on the Govern¬ 
ment system was 143620 KW and the units generated 
701,660 millions. Details are furnished hereunder : — 


Name of system 

System 
demand 
in K. W. 

Generation in mil¬ 
lions 
of units 

I. Hydro-electric— 



I. Pykara 

45, mo 

220-775 

(P 1 us) 84 - 563 (Moyar) 

2. Mcttur 

45 > 9 °o 

I37*620 

3. Papanasam 

22,000 

85*660 

II, Thermal— 

(a) Steam: 


(Plus) 19* 811 (Madurai 
Thermal Steam Sta¬ 
tion). 

1, Madras 
( b ) Diesel: 

30,200 

152*170 

2. Udipi , 

160 

o* 289 

' 3. Karkala 

III. Power purchased from 
Mysore and other sources.— 

35 

0-056 

1, Kollegal 

140 

0-450 

2. Fort Cochin 

85 

o* 266 

Total 

143,620 701*660 


Figures for power generation in the State from all 
sources were as follows : — 


Generation Percentage 

Source of generation in of 

millions total 
of units 


I. Government— 

1* Hydro-electric .... 

528*618 

74*94 

2. Thermal, steam .... 

i 7 r ' 9 81 

24*38 

3. Thermal, diesel .... 

o *345 

0*05 

4. Purchased from Mysore and other 

0*716 

0* to 

sources. 

II. Licensees (Thermal diesel) 

3 ' 772 

°* 53 

Total 

705-432 

100*0 


4. Financial results .—The gross revenue earned by 
the departmental undertakings in operation during 
1952-53 was *Rs. 431.45 lakhs. Details of capital outlay, 
gross revenue, working expenses and net revenue of 
the systems are furnished hereunder : 


Name of 
system 

Year of 
operation 

Total 

capital 

outlay 

Gross 

Revenue 

Total 

working 

expenditure 

Net Re¬ 
venue, 
col. 4 — 
col. 5 

(i) 

(2) 

( 3 ) 

( 4 ) 

( 5 ) 

(6) 


I. Hydro¬ 
electric 
schemes. 


1 . Pykara. Twentieth 

619*88 

118*26 

58-74 

59-52 

2 . Mcttur, Sixteenth 

5 IO '°3 

I0 3*55 

72*90 

30-85 

3 . Papana- Ninth, 
sam. 

547*12 

54-53 

37'09 

1 7 ’ 43 

II. Thermal, 

1 . Madras, Sixth. 

483-59 

1 55**2 

132*21 

22*91 

Total, 

2160-62 

431-45 

300*94 

130-51 


The return on capital outlay in operating systems works 
out to 20 per cent gross and 6 per cent (without deduct¬ 
ing interest charges). 


5. Number of consumers. —There were 3,27,006 con¬ 
sumers at the end of 1952-53 served by all the electrical 
undertakings in the State including Government areas. 

Three lakhs twenty two thousand one hundred and 
seventy eight consumers were in the areas served by 
power generated from Government undertakings, 159,062 
served directly by the Electricity Department and 1,63 116 
by licensees distributing Government Power. The balance 
of consumers, viz,, 4,828 were served by self-generating 
licensees. Details are given in the statement below ; — 
53—i T. E, Com./55 


Number of consumers 


Name of system 



Served Served 

by the through 

Electricity distribut- 
Depart- ing licen- 
ment sees in 

Government 

Served 
by other 
licensees 



areas 


I. Hydro-electric— 




x. Pykara 

47,388 

26,515 


2. Mcttur 

*28,827 

96,022 


3. Papanasam 

34,006 

39,337 


II. Thermal— 




1, Madras 

47,708 

L 2 44 


III. Power purchased from 
outside— 




1. Kollegal 

533 



Total 

1,50,062 

1,63,116 


Other licensees 



4,828 

Total 



3,27,006 


* Indues the consumers in Chittoor District now in Andhra State. 

Supply was extended to 162 villages and towns by the 
Department and to 42 villages and towns by the licen¬ 
sees during the year. 

The total number of villages and townships having 
electric supply at the end of 1952-53 were 1998 and 116 
respectively. The numbers supplied by the Department 
and by licensees are shown below:— 



Number 

of 

Number 


villages 

towns 

Supplied by the Department , 

1,267 

4 8 

Supplied by the licensee . 

731 

68 

Total 

1,998 

116 


6. Trans)?iission Lines and substations ,—The total 
miles of high-tension and low-tension lines in each 
system at the end of the year are furnished hereunder 
to the nearest mile. 

Number of route 


Name of system 

miles 

H.T. 

of lines 

L.T. 

Total 

1. Pykara . 

1,940 

2 >335 

4*375 

2 Mettur* . 

1 >949 


3,200 

3. Papanasam 

716 

624 

E 34 ° 

4 . Madras . 

417 

716 

M 33 

Total 


4,926 

9,948 

♦Mcttur includes the H. T. 

and L. T. Lines in 

Chittoor District 

now in 


Andhra. 


Details of power transformer stations are furnished 
below : 

E. H. T . and H, T. Transformer Stations 


System. 

66 and no KV 

22 and 33 KV 

Number Capacity 
KV 

Number Capacity 
KV 

1. Pykara. 

10 

84,250 

3 

2,750 

2, Mettur. 

. 18 

66,250 

10 

11,250 

3. Papanasam. 

• 7 

40,500 

5 

20,625 

4. Madras. 

2 

23,000 

12 

33 >°°o 

Total 

• 37 

2,14,000 

30 

67,625 


Note *.—(i) The atatement doe» not include transformer* in power homes. 

(ii) It includes the Traasformer stations in Chittoor District now 

j* A*dhra. 
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7. Agricultural development. —As usual, top priority 
was given in the matter of supply to agricultural loads 
with a view to aid the Grow More Food Campaign, Even 
during the acute water shortage period in the hydro 
areas when new industrial loads of more than 3 h.p. were 


banned, new agricultural loads were connected up 
without restriction. During the year 1,818 agricultural 
pumpsets were connected up by the Department. Details 
of agricultural services with their connected load in the 
different areas at the end of 1952-53 are given below: — 


Name of the system 

Number of services 
connected in 

I 952-53 

Connected load 
in K. W. 

Total number of 
services at the end 
of the year 

Total 
load in 
the end 

connected 

K. W. at 
of 1952-53 

i 

2 

3 


4 


5 

l, Pykara System . 

658 

2,737 


8,199 


36,240 

2. Mettur System .... 

*600 

2 , 45 ° 


*5,028 


* 94*2 

3. Papanasam System 

383 

1,217 


2,049 


6,545 

4. Madras System 

1 77 

1,227 




6,304 

Total 

1,818 

8,115 


16,530 


68,601 


•Includes Chittoor District now in Andhra State. 


8(1) Rural Welfare Schemes (Southern area).—A large 
number of schemes, (24 schemes) costing over Rs, 18,82 
lakhs have been sanctioned in the year under the Firka 
Development Scheme for supplying power for agricul¬ 
tural, industrial and domestic purposes covering 35 
villages in Tirumangalam, Pannikundu, Sankarankoil, 
Pazhamcottai, Turinjapuraj, Kalasapakkam, Tiruppur 
and Avanashi firkas. Over 720 wells with a connected 
load of over 3,800 H.P. and a number of domestic light¬ 
ing services will be connected up under these schemes. 

9. Construction Activities. —Construction works con¬ 
nected with the Five Year Plan of power development 
in the State (excepting distribution of power) were in 
full swing and a total capital expenditure of Rs. 4.53 
crores was incurred on all projects, transmission lines 
and distribution of power. One of the major projects 
included in the Five Year Plan, viz. The Moyar Hydro- 
Electric Scheme, commenced operation. 

The following major projects and lines were in pro¬ 
gress : — 

1. The Moyar Hydro-electric Scheme (balance of 

works). 

2. The Pykara Thermal Scheme, III Stage. 

3. The Madurai Thermal Scheme. 

4. The Madras Power Station Extensions. 

5. The Madurai-Tirumangalam-Rajapalayam-Ten- 

kasi 66 KV line. 

6. The Madurai-Sivaganga 66 KV line. 

7. The Papanasam-Tirunelveli-Kayattar 66 KB line. 

8. The Erode-Salem 66 KV line. 

9. The Erode-Tiruchirapalli-Dalmiapuram Exten¬ 

sions. 


10, The Pykara-Madurai-Coimbatore 110 KV line. 

11. The South Kanara Scheme. 

10. New Schemes Sanctioned .—The Coimbatore- 
Madukkarai-Palghat-Shoranur 110 KV extensions esti¬ 
mated at Rs. 77,0 lakhs initially rising to Rs. 79.8 lakhs 
in ten years was the only major.scheme sanctioned dur¬ 
ing the year, 

11. Programme for 1953-54,—Work on the major 
projects, viz., Pykara III Stage and Madras Plant Exten¬ 
sions as well as on several transmission lines like Pykara- 
Coimbatore-Madurai III circuit, South Kanara extension 
from Jog etc., will be in progress. 

12, Power demand. —The demand for power continues 
to be increasing and persistent. As mentioned in the last 
year’s report, even with the completion of the hydro¬ 
electric schemes of Moyar and Pykara III Stage and 
Madras I and II Stage by 195 there will be power 
shortage considering only demands for which commit¬ 
ments have been made. 

It is essential that the Periyar and Kundah Hydro¬ 
electric Schemes (for which scheme reports have been 
already sent up to the Planning Commission) are taken 
up immediately. It is alco essential that the -additional 
30 M.W. generator capacity at Madras Thermal Station 
III stage provided in the Five Year Plan be ordered 
immediately so that better thermal support is available 
without delay to the area and the increasing demands 
of the Madras City met in time. 


Negotiations are in progress with the Travancore- 
Cochin Government for bulk supply to Madras, of 
20,000 K.W, from their Sangulam and Poringalkuthu 
Hydro-electric schemes which are expected to generate 
power by 1954. If this matrialises it will go to meet 
the power shortage partially. 



ORISSA 


Memoranda presented by the Finance Dept., Govt, of Orissa, to the 

Taxation Enquiry Commission 

MEMORANDUM I 

A General Note on State Taxation 


REVENUE AND CAPITAL BUDGET OF THE STATE- 
CHANGES IN BUDGETARY POSITION 

1. Orissa became a separate administrative entity from 
the 1st April 1936 and had, therefore, to begin its 
career under the financial provisions of the Government 
of India Act, 1935. Statement I gives abstracts of 
receipts, expenditure, and the general budgetary posi¬ 
tion of Orissa from 1936-37 to the current financial year. 
The statistics for the years till the end of 1952-53 are 
based on account figures, while those relating to the 
current financial year are based on the Budget Esti¬ 
mates. A brief review of the budgetary position of the 
State for the different periods is given below : — 

The period during World War II (1937-38 to 1938*39) 

2. Though the Budget for 1936-37 was not a formal 
financial settlement, in reality it proved to # be so. 
It was framed in the year 1935-36 by the Governments of 
Bihar and Orissa, Madras and Central Provinces from 
whose respective territories the Province was carved, on 
the basis of the austere standards of the then period 
of retrenchment. In spite of this initial disadvantage, 
the Government of India applied their pruning-knife 
vigorously, but even then the Budget of the new Province 
disclosed a deficit of Rs. 40*5 lakhs. It was therefore, 
decided to give a grant of Rs, 40-5 lakhs to the new 
Province to enable it to balance the Budget, In addition 
to this, a further non-recurring grant of Rs. 9-5 lakhs 
was given to the Province for certain specific purposes. 
Though Sir Otto Niemeyer was definitely of the opinion 
that some increase in the expenditure of Orissa was 
inevitable in view of the extremely low standard of its 
expenditure and the unusually limited scope for expan¬ 
sion of its own resources in the early future, he only 
recommended a subvention of Rs. 50 lakhs for the 
Province, probably taking his cue from the fact that the 
Government of India had made a total provision of 
Rs. 50 lakhs as grant to Orissa during 1936-37. Against 
this he. however, adjusted certain items like the savings 
on account of the cancellation of the interest on irriga¬ 
tion debt, increase in the share of jute export duty etc., 
as a result of which the net subvention worked out at 
Rs. 40 lakhs. 

3. The Government of India (Distribution of Revenue) 
Order, 1936, gave Orissa only two per cent, of the 
provincial share of the divisible pool of Income-tax. 
Though the share of the Provinces from the jute export 
duty was raised from 50 to 624 per cent on the recom¬ 
mendation of Sir Otto Niemeyer, Orissa's share was 
fixed at less than one. per cent, under this Order. 

4. As would be seen from Statement I, the total 
revenue receipts in 1936-37 amounted to Rs. 1,70*36 lakhs 
and the expenditure on revenue account amounted to 
Rs. 1,55-56 lakhs as a result of which there was a surplus 
Of Rs. 14-80 lakhs on revenue account. The total receipts 
on both revenue and capital account amounted to 
Rs. 4,88-72 lakhs and the total disbursements amounted 
to Rs. 4,70-06 lakhs. The net transactions, therefore, 
resulted in a surplus of Rs. 18-66 lakhs. Thus the year, 
which opened with a balance of Rs. 3-55 lakhs, closed 
with a balance of Rs. 22*21 lakhs. 

The principal heads of Revenue consisted of the share 
from Income-tax, Salt, Land Revenue, Excise, Stamps, 
Forests and Registration, which together yielded a 
Revenue of Rs. 1,07-37 lakhs. The principal items of 
expenditure were :—Civil Administration—Rs. 98-06 
lakhs, direct demands on revenue—Rs. 14-73 lakhs, 
Irrigation, etc.—Rs. 13-57 lakhs and Civil Works— 
Rs. 15*57 lakhs. 

Excluding divisible share of Income-tax (Rs. *57 lakh) 
and share of the jute export duty (Rs. 1*04 lakhs), the 
financial assistance which the Government of Orissa 
received during the year from the Government of India 
on the basis of the recommendations of Sir Otto 
Niemeyer amounted to Rs. 50 lakhs of which a sum of 
Rs. 40*50 lakhs was intended to meet the anticipated 
deficit in the Budget, Rs. 5*50 lakhs for the establish¬ 
ment of the Famine and Road Funds, Rs. 2 lakhfc for 
miscellaneous non-recurring expenditure and Rs. 2 lakhs 
to serve as opening balance. 


As mentioned earlier, after making drastic economies 
in the expenditure, the Government of India worked 
out the permanent deficit of the Province at Rs. 40*5 
lakhs. Excluding the subvention of Rs. 50 lakhs received 
from the Government of India and omitting the capital 
expenditure of Rs. *59 lakh charged to revenue, the 
ordinary service expenditure of the Province during the 
year exceeded its ordinary revenue receipts by Rs. 34-64 
lakhs. The deficit would have been much more, but for 
a decrease of Rs. 16*07 lakhs in the estimated expendi¬ 
ture. 

Under the Scheme for decentralization of balances and 
the cancellation and consolidation of debts, the entire 
pre-Reform irrigation debt and the balance of a small 
loan taken from the Centre were cancelled with effect 
from the closing of the accounts on the 31st March 1937, 
thereby relieving the Province of liabilities to the extent 
of Rs. 3,03*93 lakhs. At the same time Orissa assumed 
liability in respect of Provident Fund balance to the 
extent of Rs. 25*05 lakhs, which represented its gross 
rupee debt at the close of the year. The Provincial Loan 
Account opened with a balance of Rs, 6-80 lakhs and 
closed with a balance of Rs, 6-83 lakhs leaving a net 
liability of Rs. 18*22 lakhs at the end of the year. 

5. The total revenue receipts during 1937-38 amounted 
to Rs. 184*66 lakhs. The total expenditure on revenue 
account amounted to Rs. 1,75-78 lakhs out of which 
ordinary revenue expenditure accounted for Rs. 1,75*17 
lakhs and the capital expenditure within the revenue 
account amounted to Rs. 61 lakhs. There was, therefore, 
a revenue surplus of Rs. 8-88 lakhs during the year. The 
total receipts on revenue and capital account amounted 
to Rs. 5,10*05 lakhs and the total disbursements to 
Rs. 5,07-39 lakhs. The net transactions, therefore, 
resulted in an overall surplus of Rs. 2-66 lakhs. Thus the 
year, which opened with a balance of Rs, 22-21 lakhs, 
closed with a balance of Rs. 24*87 lakhs. A total amount 
of Rs. 47 lakhs was received as subvention and grants 
from the Centre, out of which a sum of Rs. 4 lakhs 
was transferred to the Orissa Famine Relief Fund and 
a sum of Rs. 3 lakhs to the Orissa Building Fund. 
Besides, a sum aggregating to Rs. 4*33 lakhs was received 
on account of the share of the Income-tax, the Jute 
Export Duty and the additional import duty on foreign 
salt. Excluding these items, the revenues realised from 
purely Provincial sources amounted to Rs. 1,33-33 lakhs 
as against Rs. 1,18-73 lakhs in 1936-37. The bulk of the 
revenue continued to flow from Land Revenue, Provincial 
Excise, Stamps, Forests and Registration. The total 
expenditure on revenue account amounted to Rs. 1,75*78 
lakhs, as against Rs. 1,55*56 lakhs in 1936-37. The 
principal items of expenditure continued to be 
direct demands on Revenue, Civil Administration and 
Civil Works. Though the total revenue receipts exceeded 
the total expenditure on revenue account by Rs. 8-88 
lakhs the current revenue of the Province fell short of 
the current revenue expenditure by Rs. 37-51 lakhs. 

The net debt, which stood at Rs. 18-22 lakhs on the 
1st April 1937, increased to Rs. 20*37 lakhs on the 31st 
March 1938. 

6. The revenue receipts during 1938-39 amounted to 
Rs. 1,82-00 lakhs out of which ordinary revenue receipts 
amounted to Rs. 1,39-00 lakhs and grants-in-aid from 
the Central Government Rs. 43 lakhs. The total expendi¬ 
ture on revenue account amounted to Rs. 1,81-29 lakhs, 
out of which Rs. L80-85 lakhs constituted revenue 
expenditure and Rs. *44 lakh accounted for capital 
expenditure within the revenue account. Thus the year 
ended with a revenue surplus of Rs, *71 lakh. The total 
receipts including receipts under the capital heads 
amounted to Rs. 5,51*44 lakhs and the total disbursements 
amounted to Rs. 5,49-59 lakhs. The net transactions, 
therefore, resulted in a surplus of Rs. 1*85 lakhs. Thus 
the year, which began with an opening balance of 
Rs. 24-87 lakhs, closed with a balance of Rs, 26-72 lakhs. 

The receipts on revenue account included, besides the 
annual subvention of Rs. 40 lakhs, a sum of Rs. 3 lakhs, 
being the 2nd annual instalment of the additional grant 
from the Central Government, and Rs. 6*98 lakhs, being 
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the total of the amount transferred to the revenue from 
the various deposit accounts of grants received from 
the Central Government and other sources and from the 
fund for Orissa buildings. It also included a receipt of 
Rs. 1*99 lakhs under ‘Forests' representing the value 
of certain free grants of forest produce. Excluding these 
items, the receipts amounted to Rs. 1,30-05 lakhs against 
Rs. 1,34-34 lakhs in 1937-38. The share of Orissa from 
the proceeds of Income-tax, Jute Export Duty and addi¬ 
tional duty on imported foreign salt aggregated Rs. 3-93 
lakhs against Rs. 4*33 lakhs in 1937-38. 

The main heads of revenue which suffered decrease as 
compared with the preceding year were Land Revenue 
(2-23), Police (M8), Customs (1*02), Excise (-98) and 
Irrigation (-54). The decline in the Excise revenue was 
partly due_ to Opium Prohibition policy introduced in 
Balasore district. Increases in revenue were noticed in 
Income-tax (*63), Interest (*5l), Stamps (’48), Civil 
Works (3-84) and Forests (2-08). Land Revenue, Pro¬ 
vincial Excise, Stamps, Forests and Registration were 
together responsible for 57-97 per cent, of the total 
provincial revenue of the year, Land Revenue alone 
contributing 25-25 per cent. The annual subventions from 
the Central Government formed 21-98 per cent, of the 
revenues while the balance was made up by other heads 
of revenue. Out of the total expenditure of Rs. 1,81-29 
iakhs, Rs. 3 lakhs related to the adjustment of regular 
account of Central Government contribution to the fund 
for Orissa Buildings and Rs. 1-99 lakhs represented the 
value of free grant of forest produce. Eliminating these 
items, the total expenditure amounted to Rs. 1,76-30 lakhs 
out of which a sum of Rs. 6-96 lakhs was met from the 
Road Fund, Building Fund and other grants. The 
balance of Rs. 1,69-34 lakhs represented the actual 
expenditure met from the Provincial revenues against 
Hs. 1,64 * 7 lakhs in 1937-38. 


impose taxes like succession and estate duties, terminal 
taxes on goods and passengers, and taxes on railway 
fares and freights for the benefit of the Provinces under 
section 137 of the Government of India Act, 1935. Nor 
was any attempt made to allocate shares of duties on 
salt, Federal duties of excise and export duties to the 
Provinces as provided in section 140(1) of the Act. It 
was also not possible for the Provincial Government to 
tap any new source of revenue provided in List II of 
the Seventh Schedule to the Act during this short period. 
For want of resources practically no new expenditure 
on development was possible during this period and the 
entire resources of the Province had to be utilised in 
maintaining the administration handed over to it by 
the parent Provinces. 

The Period daring World War II (1939-40 to 1945-46) 

8. There was not practically much change in the 
pattern of revenue and expenditure of the State during 
this period. The Province was singularly unfortunate 
in having to suffer all the evils of the War without 
reaping any of its benefits, which some of the other 
Provinces got by way of development of their industires, 
communications etc. There was general increase in 
expenditure of all the departments of Government as a 
result of the war activities and the inflation caused by 
the war. Certain new departments had also to be started 
to cope with the problems created by the war. It would, 
therefore, have been impossible for the Province to 
balance its Budget, but for the increase in certain sources 
of revenue on account of war activities and increased 
grants and subsidies from the Centre. 

9. The following is a brief account of the budgetary 
position of the Province during this period : — 


The important items of increases in the expenditure 
as compared with the preceding year were Civil Works, 
Forests, Superannuation allowance and Pension, Extra¬ 
ordinary charges. Co-operation, General Administration, 
Agriculture and Industries. There were, however, 
decreases under Police, Stationery and Printing, Jails, 
Public Health and Administration of Justice. 

As stated above, the surplus on revenue account during 
the year was only Rs. -71 lakh as compared with Rs. 8-88 
lakhs in the previous year, and this decline was due to 
the deterioration in the reyenue receipts by Rs, 2-66 
lakhs accompanied by an increase of expenditure of 
Rs. 5-51 lakhs. Revenue receipts from sources other than 
special grants for reserve funds fell from Rs. 1,74-35 
lakhs in 1937-38 to Rs. 1,70-05 lakhs in 1938-39, while 
expenditure met out of such receipts increased from 
Rs. 1,65-47 lakhs to Rs. 1,69-34 lakhs. 

The total liabilities of the Government on account of 
debt, deposit and remittance transactions amounted to 
Rs. 90-36 lakhs. Out of this Rs. 42-46 lakhs represented 
liabilities in respect of various reserve funds and deposit 
accounts, which were covered either by investment or 
cash earmarked for the purpose. The balance represented 
liabilities, which were only partially covered by the un¬ 
earmarked balances. 

7, The above brief account would show that during 
the short period of its existence as a separate adminis¬ 
trative unit prior to World War II, Orissa had to live a 
hand-to-mouth life. The revenue surplus of Rs. 14-80 
lakhs in 1936-37 was reduced to Rs. 8-88 lakhs in 1937-38 
and to a nominal surplus of Rs. -71 lakh in 1938-39. The 
overall budgetary surplus of Rs. 18-66 lakhs was reduced 
to Rs. 2-66 lakhs in 1937-38, which was further reduced 
to a nominal figure of Rs. 1-85 lakhs in 1938-39, Though 
the balances of the Province improved from Rs. 3*55 
lakhs at the beginning of 1936-37 to Rs. 26-72 lakhs at 
the end of 1938-39, the net debt and other liabilities 
increased from Rs. 18-22 iakhs in 1936-37 to Rs. 90*36 
lakhs at the end of 1938-39 and this in spite of the 
cancellation of the large pre-Reform debt of Rs, 3,03-93 
lakhs. 

As stated earlier, the Province, when created, was 
recognised as a deficit Province, The Niemeyer Award 
was designated to put it “on an even keel” but did not 
make any provision for its development, The story of 
its financial conditions during the early years was one 
■of ceaseless struggle to somehow make both ends meet 
with retrenchment, reduced pay scales and repeated 
lowering of the standards of administration. The princi¬ 
pal sources of Provincial revenue were Land Revenue. 
Excise, Forests and Stamps, which were inelastic in 
nature. The divided sources of revenue namely Income- 
tax, Jute Export Duty and additional import duty on 
foreign salt, did not yield any appreciable revenue. 
Though the permanent subvention fixed for the Province 
formed a large slice of its total revenue, it was too 
inadequate to provide for any new schemes for develop¬ 
ing the resources of the Province, which had suffered 
neglect in the past under different administrative units 
No attempt was made by the Central Government to 


The total revenues in 1939 : 40 amounted to Rs. 1,87*88 
lakhs and the total expenditure on revenue account 
amounted to Rs, 1,84-05 lakhs leaving a surplus of 
Rs. 3-83 lakhs on revenue account. The total receipts on 
revenue and capital account amounted to Rs. 5,58*86 
lakhs while the total disbursements amounted to 
Rs. 5,69*68 lakhs. The net transactions, therefore, resulted 
in an overall deficit of Rs. 10-82 Iakhs. Thus the year, 
which opened with a balance of Rs. 26*72 lakhs, closed 
with a balance of Rs. 15-90 lakhs. The total revenue of 
Rs. 1,87-88 lakhs included Rs. 40 lakhs as grant-in-aid 
from the Central Government, Rs. 8*28 lakhs as transfer 
from deposit accounts of grants made by the Central 
Government and other authorities for specific purposes, 
and Rs. 6-50 lakhs as the proceeds of Income-tax and 
Jute Export Duty. Excluding these items, actual revenue 
receipts from ordinary sources amounted to Rs. 130*10 
lakhs. The total revenue also included certain items of 
receipts which did not affect the revenue position of the 
Province such as Rs. 3 lakhs as grant-in-aid from the 
Centre representing the 3rd annual instalment for the 
Orissa Building Fund, transfer from various deposit 
accounts of Rs. 8-28 lakhs for specific purposes, Rs. 2 
lakhs representing estimated value of free grants of 
forest produce and Rs. 10-73 lakhs representing interest 
on pre-Reform capital outlay on irrigation. Ignoring 
these adjustments, the actual Provincial revenues 
amounted to Rs. 1,63-87 lakhs as against Rs. 1,59-32 lakhs 
in 1938-39. The annual subvention from the Central 
Government constituted 24*4 per cent. Land Revenue 
29*1 per cent., Provincial Excise 18*2 per cent., Stamps 
11-7 per cent., and other heads 16-6 per cent, of the total 
revenue. The main increases in the revnue dur¬ 
ing the year were Taxes on Income Rs. 2-58 
lakhs, Land Revenue Rs. 1 *66 lakhs, Stamps Rs. *84 
lakh, Interest Rs. *61 lakh and Irrigation Rs, -51 
lakh while the decrease was mainly under Pro¬ 
vincial Excise (Rs. 2-82 lakhs). Excluding the annual 
grant-m-aid from the Centre (Rs. 40 lakhs) and the share 
of the proceeds of Income-tax and Jute Export Duty 
(Rs. 6-50 lakhs), the net revenue purely from the Pro¬ 
vincial sources amounted to Rs. 1,17-37 lakhs as against 
Rs. 1,15-40 lakhs in 1938-39. The expenditure for the 
year amounted to Rs, 1,84-05 lakhs. Excluding the 
corresponding adjustments as on the receipt side the 
effective expenditure amounted to Rs. 1,60-04 lakhs as 
against a receipt of Rs. 1,63-87 lakhs. Thus the year 
resulted m a revenue surplus of Rs. 3-83 lakhs as against 
Rs. -71 lakh in 1938-39. There was an increase of Rs. 5-88 
lakhs under receipt, while expenditure increased by 
Rs, 2*76 lakhs. J 

The total liabilities of Government on account of debt 
deposit and remittance transactions at the close of the 
year stood at Rs. 1,06*36 lakhs. Of this Rs. 45*38 lakhs 
were covered either by investments or cash earmarked 
for the purpose. The balance represented liabilities which 
were covered only in part by the unearmarked balance. 

The revenue receipts in 1940-41 amounted to Rs. 1,99*00 
lakhs and the expenditure on revenue account amounted 
to Rs. 1,87-84 lakhs leaving a revenue surplus of Rs 11*16 
lakhs. Including the capital accounts the total receipts 
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small deficit of Rs, *32 lakh. As a result the year, which 
opened with a balance of Rs. 15*90 lakhs, closed with a 
balance of Rs. 15*58 lakhs. 

The total revenue of Rs. 1,99-00 lakhs included a sum 
of Rs, 23*14 lakhs on various transfer accounts which did 
not effect the revenue position of the Province. Exclud¬ 
ing these items, the total Provincial revenues amounted 
to Rs. 1,75*86 lakhs against Rs. 1,63*87 lakhs in the 
preceding year. Noticeable increase in receipts were 
under Land Revenue (5*29), Provincial Excise (3*03), 
Income-tax (2-74) and Forest (1*49), while decrease 
occurred mainly under Irrigation (1-87). Leaving aside 
the grant-in-aid from the Centre (40) and the share from 
Income-tax and Jute Export Duty (9*20), the net revenue 
amounted to Rs, 1,26*66 lakhs against Rs. 1,17*37 lakhs 
in 1939-40. 

As compared with the previous year the revenue 
receipts increased by Rs. 11*12 lakhs and expenditure 
by Rs. 3*79 lakhs. The surplus on revenue account was 
Rs. 11*16 lakhs against Rs. 3*83 lakhs in the previous 

year. 

The closing balance at the end of the year (cash and 
investments) stood at Rs. 1,12-73 lakhs. This included a 
balance of Rs. 47*08 lakhs which were earmarked for 
specific purposes. The unearmarked balance, therefore, 
amounted to Rs, 65*65 lakhs against which the net 
liability of the Province on account of aebt, deposit, 
advance and remittance transactions stood at Rs. 59-16 
lakhs. 

In 1941-42 the revenue receipts amounted to Rs, 2,06*59 
lakhs and the expenditure on revenue account amounted 
to Rs, 1,91-90 lakhs, resulting in a revenue surplus of 
Rs. 14-69 l’akhs. The total receipts on revenue and 
capital accounts amounted to Rs. 7,60*91 lakhs and the 
total disbursements amounted to Rs. 7,37*48 lakhs. There 
was, therefore, a surplus of Rs. 23*43 lakhs on the total 
transactions. The year opened with a balance of Rs. 15*58 
lakhs and closed with a balance of Rs. 39*01 lakhs. Leav¬ 
ing aside the adjustment items which aggregated to 
Rs. 20*24 lakhs, the total Provincial revenues during the 
year amounted to Rs, 1,86*35 lakhs against Rs, 1,75-86 
lakhs in 1940-41. The increase of revenue was mainly 
due to Income-tax (6-46), Excise (1*83), Stamps (1*04) 
and Interest (-80), Decrease was under Forest (1-32), 
Land Revenue (*80) and Irrigation (-68). Leaving aside 
the grant-in-aid (40) and share from Income-tax and 
Jute Export Duty (15*78), the net revenue amounted to 
Rs. 1,30*57 lakhs against Rs. 1,26-66 lakhs in the previous 
year. 

Out of the total expenditure of Rs. 1,91*90 lakhs, leav¬ 
ing aside the adjustment items the effective expenditure 
was Rs. 1,71*66 lakhs against Rs. 1,64*70 lakhs in the 
previous year. The revenue surplus for the year was 
Rs. 14-69 lakhs against Rs. 11*16 lakhs in the previous 
year. The improvement of Rs. 3*53 lakhs was due to the 
increase of Rs. 7*59 lakhs in revenue partly set off by the 
increase of Rs, 4-06 lakhs in expenditure on revenue 
account. 

The total balance (cash and investments) increased 
from Rs. 1,12-73 lakhs at the commencement of the year 
to Rs. 1,31*32 lakhs at the end of the year. This included 
an earmarked balance of Rs. 49*39 lakhs for specific 
purposes, The unearmarked balance, therefore amounted 
to Rs. 81-93 lakhs against which the net liability of the 
Province stood at Rs. 60-75 lakhs. 

The revenue receipts during 1942-43 amounted to 
Rs. 2,24-45 lakhs and the expenditure on revenue account 
amounted to Rs. 2,17*35 lakhs. The surplus on revenue 
account was, therefore, Rs, 7*10 lakhs. The receipts from 
all transactions on revenue and capital account amounted 
to Rs. 8,09*74 lakhs and the total disbursements amounted 
to Rs. 8,16*21 lakhs. The net transactions, therefore, 
resulted in a deficit of Rs, 6*47 lakhs. The year opened 
with a balance of Rs. 39*01 lakhs and closed with a 
balance of Rs. 32*54 lakhs. 

Leaving aside the receipts which did not strictly affect 
the revenue position of the Province, the total revenues 
of the Province amounted to Rs. 2,10*09 lakhs as com¬ 
pared with Rs. 1,86-35 lakhs in the previous year. After 
making corresponding deduction in expenditure side the 
total expenditure on revenue account was Rs. 2,02*99 
lakhs as against Rs, 1,71*66 lakhs in the preceding year. 
The improvement of revenue was mainly under Income- 
tax (7*02), Forest (6 -49), Excise (3*72), Industries (2*55), 
Irrigation (2*37) and Civil Works (1-43) partly set off 
by decrease under Stamps (T65). Increase in expenditure 
was mainly due to Civil Defence (7-34), Industries (6*.16), 
Forest (3*82), Police (2*81), Jails (2*14), General Ad¬ 
ministration (2*33) and Excise (1*15). There was decrease 
in expenditure under Land Revenue (1-60). Excluding 
grant-in-aid (40) and receipts from Income-tax and Jute 
Export Duty (22*45), the net revenue amounted to 
Rs. 1,47 * 64 lakhs against Rs. 1,30 - 57 lakhs in the previous 
year. 


The revenue surplus for the year was Rs. 7*10 lakhs 
against Rs. 14*69 lakhs for 1941-42. The decrease of 
Rs. 7*59 lakhs in revenue surplus was due to increase 
of Rs. 25*45 lakhs in expenditure on revenue account 
partly, set off by the increase of Rs. 17*86 lakhs in 
revenue receipts. 

The balance of the Province (cash and investments) 
increased from Rs. 1,31-32 lakhs at the beginning of 
the year to Rs, 1,39*84 lakhs at the close of the year. 
Out of this a sum of Rs. 48*93 lakhs was earmarked 
for specific purposes. The unearmarked balance of the 
Province was, therefore, Rs. 90*91 lakhs against which 
the liability of the Province stood at Rs. 62*63 lakhs. 

During 1943-44, against a total revenue receipts of 
Rs. 2,55-78 lakhs, the expenditure on revenue account 
amounted to Rs. 2,53*86 lakhs, leaving a surplus balance 
of Rs, 1*92 lakhs. Total receipts on revenue and capital 
account amounted to Rs. 10,43*10 lakhs while the total 
disbursements amounted to Rs. 10,31*44 lakhs. The 
net transactions, therefore, resulted in a surplus of 
Rs, 11,66 lakhs. The year, which opened with a balance 
of Rs. 32*54 lakhs, closed with a balance of Rs. 44-20 
lakhs. 

Leaving aside the receipts which did not strictly 
affect the revenue position of the Province and the 
corresponding expenditure, the total revenue and 
expenditure on revenue account amounted to Rs. 2,42*48 
and Rs. 2,40*56 lakhs respectively as against Rs. 2,10*09 
lakhs and Rs. 2,02*99 lakhs in the preceding year. 
Excluding the grant-in-aid (40) and share from Income- 
tax and Jute Export Duty (39*80) the !net revenue 
amounted to Rs. 1,62*68 lakhs as against Rs. 1,47*64 
lakhs in the previous year. As compared with the pre¬ 
vious year there was a decrease of Rs. 5*18 lakhs in 
revenue surplus which was due to increase of Rs. 36*51 
lakhs in expenditure partly set off by the increase of 
Rs. 32*33 lakhs in revenue receipts. 

The debt position showed an increase of Rs. 17*38 
lakhs in the gross debt as compared with the previous 
year. This was mainly due to the loan of Rs. 14-82 lakhs 
taken from the Central Government to finance loans 
to cultivators for Food Production Drive. Against this 
liability the Province had assets to the extent of 
Rs. 14*24 lakhs in the Provincial Loan Account. 

The total balance of the Province (cash and invest¬ 
ments) decreased from Rs, 1,39*84 lakhs at the begin¬ 
ning of the year to Rs. 1,14*59 lakhs at the close of 
the year. Excluding the earmarked balances, the un¬ 
earmarked balance of the Province in cash and invest¬ 
ments stood at Rs.' 66*76 lakhs against which the total 
liability was Rs. 62*35 lakhs. Against the free * balance 
of Rs. 28*28 lakhs in the preceding year, the free 
balance decreased by Rs, 23*87 lakhs to Rs. 4*41 lakhs. 
The decrease was due to capital expenditure of Rs. 25*79 
lakhs in Civil Supplies outside revenue account partly 
set off by the revenue surplus of Rs. 1*92 lakhs. 

The revenue receipts during 1944-45 amounted to 
Rs. 3,17*64 lakhs and the expenditure on revenue 
account to Rs. 2,99*80 lakhs leaving a revenue surplus 
of Rs, 17*84 lakhs. The receipts on capital and revenue 
account amounted to Rs. 15,50*53 lakhs and the disburse¬ 
ments to Rs. 15,43*33 lakhs leaving an overall surplus 
of Rs. 7*20 lakhs. The year began with a balance of 
Rs. 44*20 lakhs and closed with a balance of Rs. 51*40 
lakhs. 


Leaving aside the receipts which did not sttictly 
affect the revenue position of the Province, and the 
corresponding expenditure, the total revenue and 
expenditure on revenue account amounted to Rs. 3,02-36 
and Rs. 2,84*52 lakhs respectively against Rs. 2,42*48 and 
Rs. 2,40*56 lakhs in the preceding year. Excluding the 
grant-in-aid from the Centre (40) and the share from 
Income-tax and Jute Export Duty (54*04), the net 
revenue amounted to Rs, 2,08*32 lakhs against Rs, 1,62*68 
lakhs in the previous year. As compared with 1943-44, 
there was an increase of Rs. 15*92 lakhs in revenue 
surplus as a result of increase of Rs. 61-86 lakhs in 
revenue receipts partly counterbalanced by an increase 
of Rs. 45*94 lakhs in revenue expenditure. 


The debt position of the Province showed an increase 
of Rs. 53*93 lakhs in gross debt as compared with the 
previous year. Against this liability there were assets 
in the Provincial Loan Account, which increased by 
Rs. 16*86 lakhs during the year. The total balance of 
the Province stood at Rs. 1.51*75 lakhs at the close of 
the year against Rs, 1,14*59 lakhs at the beginning. 
Excluding the earmarked balances, the unearmarked 
balance of the Province in cash and investments stood 
at Rs. 1,04*82 lakhs against which the net liability of the 
Province was Rs. 1,01*02 lakhs. The year closed with a 
free balance of Rs. 3*80 lakhs against Rs. 4*41 in the 
preceding year. The decrease was due to capital expendi¬ 
ture of Rs. '21*55 lakhs in Civil Supplies set off partly 



by revenue surplus of Rs. 17*84 lakhs and adjustment 
of Rs. 3T0 lakhs in connection with reduction of debt. 

The revenue receipts during 1945-46 amounted to 
Rs. 3,60-71 lakhs while expenditure on revenue account 
amounted to Rs. 3,44-11 lakhs. There was thus a revenue 
surplus of Rs. 16-60 lakhs. The total receipts both on 
revenue and capital account amounted to Rs. 17.66-03 
lakhs and the total disbursements amounted to 
Rs. 17,79-93 lakhs. Thus there was a deficit of Rs, 13-90 
lakhs on the net transactions. The year opened with a 
balance of Rs. 51-40 lakhs and closed with a balance of 
Rs. 37-50 lakhs. 

Leaving aside the receipts which did not strictly affect 
the revenue position of the Province, the total revenue 
and expenditure on revenue account amounted to 
Rs. 3,48-10 lakhs and Rs, 3,31-50 lakhs respectively as 
against Rs, 3,02*36 lakhs and Rs. 2,84*52 lakhs in the 
preceding year. Excluding the grant-in-aid from the 
Central Government (40) and the share from Income- 
tax and Jute Export Duty (58-51) the net revenue 
amounted to Rs. 2,49*59 lakhs as against Rs. 2,08-32 lakhs 
in the previous year. As compared with the previous 
year the total revenue receipts increased by Rs, 43-07 
lakhs and the revenue expenditure by Rs. 44-31 lakhs. 

The gross debt of the Province at the end of the year 
stood at Rs. 73-54 lakhs as against Rs. 1,08-11 lakhs at 
the beginning of the year. As against this liability, the 
assets in he Provincial Loan Account rose from 
Rs, 41-33 lakhs to Rs. 94-64 lakhs during the year. The 
total balance of the Province stood at Rs. 1,47-85 lakhs 
at the close of the year against Rs. 1,51-75 lakhs at the 
beginning showing a decrease of Rs. 3*90 lakhs. Exclud¬ 
ing' the earmarked balances, the unearmarked balance 
of the Province in cash and investments amounted to 
Rs. 99-44 lakhs against which the net liability of the 
Province on account of debt, deposit, advances and 
remittance transactions stood at Rs. 37-64 lakhs. Com¬ 
pared with the free balance of Rs. 38-04 lakhs in the 
previous year the free balance increased by Rs. 58-00 
lakhs to Rs. 61-80 lakhs. This increase was chiefly due 
to revenue surplus (16*60) and excess of receipt over 
expenditure under the capital head “85A” (31-52). 

10. It would be evident from the above account that 
there was no appreciable change in the pattern of 
revenue and expenditure of the Province during the war 
-period except that there was considerable increase both 
in revenue receipts and expenditure on account of the 
war conditions. On the revenue side receipts from 
income-tax increased several fold during this period. 
Against a receipt of Rs. 3 lakhs in 1938-39, the receipt 
increased to Rs. 5-58 lakhs in 1939-40, Rs. 8-32 lakhs in 

1940- 41, Rs. 14-78 lakhs in 1941-42, Rs. 21-80 lakhs in 

1942-43, Rs. 39-00 lakhs in 1943-44, Rs. 53-12 lakhs m 

1944-45 and Rs. 57-50 lakhs in 1945-46. On the other 
hand though Sir Otto Niemeyer counted on increased 
receipts from Jute Export Duty while fixing the subven¬ 
tion for Orissa, in actual practice this source of revenue 
proved a failure as far as Orissa was concerned. During 
the period of the war the receipt from this item fell 

below Rs. 1 lakh and dropped to as low a figure as 

Rs. 65 thousand in 1942-43. In addition to the permanent 
subvention and Increased receipts from Income-tax, the 
Province received some temporary subsidies from the 
Government of India during the period of the war on 
agency subjects like Press Censorship, Agency Police, 
National War Front etc. A subsidy for full expenditure 
incurred on publicity was also given for the period of 
the war. The Government of India also undertook to 
bear 60 per cent, of the expenditure incurred on police 
from 1942-43 in excess of the expenditure incurred in 

1941- 42. They also bore a certain portion of the Civil 
Defence expenditure in accordance with a prescribed 
formula. A subsidy generally equal to 661 per cent, of 
the expenditure incurred in the Grow More Food 
Campaign and Emergency Irrigation Projects was 
received from the Centre, which was subsequently 
merged in the Post-war Development block grants. 

Among the purely Provincial sources of revenue, 
receipts from forests recorded the maximum increase on 
account of supply of bamboo and timber for war con¬ 
tracts. Against a receipt of Rs. 6*37 lakhs during 1938-39, 
the receipt was Rs. 6*53 lakhs in 1939-40, Rs. 8*02 lakhs 
in 1940-41, Rs, 6*70 lakhs in 1941-42, Rs. 13-19 lakhs in 

1942- 43, Rs. 20*92 lakhs in 1943-44, Rs. 34-09 lakhs in 
1944-45 and Rs. 43-22 lakhs in 1945-46. 

Though excise revenue fell from Rs. 32-63 lakhs in 
1938-39 to Rs. 29*81 lakhs in 1939-40 as a result of the 
opium prohibition policy introduced in Balasore district, 
it rose steadily from 1940-41 on account of increase in 
rates and increased consumption on account of war 
prosperity. Revenue from this source was Rs. 32-84 lakhs 
in 1940-41, Rs, 34*67 lakhs in 1941-42, Rs, 38*39 lakhs iri 
1942-43, Rs. 44-35 lakhs in 1943-44, Rs. 61-71 lakhs in 
1944-45 and Rs. 88*36 lakhs in 1945-46. There was a 
moderate increase in receipt from stamps mainly as a 
result of imposition of a 25 per cent, surcharge in 1945-46 


and also from registration. Receipt from land revenue, 
however, did not show any appreciable change. 

Among the minor heads of revenue income from 
Motor Vehicle Taxation actually fell during 1942-43 and 
1944-45 on account of petrol rationing. 

No new source of revenue reserved for Central Taxa* 
tion for the benefit of Provinces or existing source of 
revenue intended for distribution to Provinces in part 
or in whole was utilised to assist the Provincial finances 
during this period. The Province also did not tap any 
new source of revenue during this period. Among the 
existing sources of taxation a surcharge of 25 per cent, 
was levied on stamps and court fees during 1945 under 
the Orissa Stamp (Surcharge Amendment) Act, 1945 
and Orissa Court Fees (Surcharge Amendment) Act, 
1945, 


There was considerable increase m expenditure 
practically under all heads during the period in ques¬ 
tion. The increase was particularly large in the depart¬ 
ments dealing with security services. Expenditure on 
General Administration increased from Rs. 28*97 lakhs 
in 1938-39 to Rs. 40-70 lakhs in 1945-46, Expenditure on 
Police increased from Rs. 22-87 lakhs in 1938-39 to 
Rs. 36-51 lakhs in 1945-46. Expenditure on Civil Defence 
during 1942-43, the first year of its starting was 
Rs. 7-34 lakhs, which rose to the peak of Rs, 15 lakhs 
in 1944-45 and was Rs. 12*68 lakhs in 1945-46. In the 
development departments, expenditure under agricul¬ 
ture rose from Rs. 2*24 lakhs in 1938-39 to Rs. 14*14 
lakhs in 1945-46 on account of the Grow More Food 
Campaign, Expenditure on Industries and Supplies 
increased from Rs. 2-50 lakhs in 1938-39 to Rs. 8-90 
lakhs in 1945-46 on account of war supplies. Expendi¬ 
ture under Forests increased from Rs. 6*44 lakhs in 
1938-39 to Rs, 34-19 lakhs in 1945-46. Expenditure on 
Excise rose from Rs. 6*30 lakhs in 1938-39 to Rs. 10*95 
lakhs in 1945-46. Expenditure on land revenue, however, 
did not increase appreciably and was actually less in 

1943-44 than what it was in 1938-39. 


As noticed earlier, the revenue surplus dwindled to 
Rs. *71 lakh in 1938-39. There was considerable improve¬ 
ment in the position during the war period, the revenue 
surplus in 1945-46 rising to Rs. 16*60 lakhs. The increase 
in the revenue surplus was partly due to expansion of 
revenue. It was also partly due to economy in expendi¬ 
ture as a result of the adoption of the recommenda¬ 
tions of the Retrenchment Committee which was 
appointed in 1937-38 and which proposed drastic cuts in 
expenditure particularly in sales of pay. Compared 
with the large balances accumulated by the other 
Provinces, which formed the nucleus of their Post-war 
Development Funds, the balance of Orissa was, how;- 
ever, negligible and as such the Province was not able 
to create any Post-war Development Fund like the other 
prosperous Provinces. 


The Post-war Period (From 1946-47 to the Present Day) 

11, During this period there were marked changes in 
the pattern of revenue and expenditure, and the general 
budgetary position of the State. Many new sources of 
Provincial taxation were tapped and the rates of some 
of the existing taxes enhanced. Several development 
programmes were also undertaken by the Government 
during the period with financial assistance from the 
centre. 


A tax on entertainments, a general sales tax, a speci¬ 
fic sales tax on the sale of motor spirits and a tax on 
agricultural income were levied for the first time during 
this period. The rates of all these taxes were also 
revised from time to time during the period. Among the 
existing taxes, rates of motor vehicles taxation were 
thoroughly revised and increased with effect from 
1949-50. The surcharge on stamps and court fees, were 
increased to 50 per cent, with effect from 1951-52. 


Rates of excise duty and retail prices of country 
spirits, Ganja, Bhang and Opium were increased and the 
rates of duty on foreign liquor and gallonage fee were 
increased with effect from 1947-48. 

The various grants and subsidies received from the 
Government of India during the war period were either 
stopped or amalgamated in the Post-war Development 
block grants which the Province received for the period 
from 1946-47 to 1950-51. 

Though the Post-war Development block grants have 
been replaced by the Five-Year Plan Scheme with effect 
from 1951-52, the exact measure of financial assistance 
which this State is going to get from the Central Gov^ 
ernment by way of grants and loans for the schemes 
included in the Plan is yet uncertain and is a subject- 
matter of considerable correspondence and discussion. 



The Deshmukh Award retained Orissa's share from 
Income-tax at the old figure of 3 per cent, allowed by 
the Government of India (Distribution of Revenue) 
Order, 1948. Orissa’s share from Jute Export Dufy 
actually fell from Rs. 7*13 lakhs to Rs. 5 lakhs as a result 
of the award. 

The Constitution of India, which came into force with 
effect from the 26th of January, 1950, did not make any 
appreciable change in the scheme of division of the 
sources of revenue between the Centre and the States 
and their respective powers of taxation except that it 
put certain restrictions on the powers of the States in 
the matter of levy of certain taxes, which were within 
the States’ sphere. The provisions regarding appoint¬ 
ment of a Finance Commission, however, made' an wel¬ 
come change. As a result of the recommendations of the 
Finance Commission Orissa's share from the States’ 
share of Income-tax' (55 per cent.) has been fixed at 
3 50 per cent. The grant in lieu of Jute Export Duty for 
Orissa has been increased from Rs. 5 lakhs to Rs., 15 
lakhs with effect from 1952-53. 

The general grant-in-aid for Orissa under the sub¬ 
stantive provision of article 275 of the Constitution has 
been raised from Rs. 40 lakhs to Rs. 75 lakhs per annum 
from 1952-53 and in addition Orissa has been given a 
specific grant of Rs. 16 lakhs during 1953-54, Rs. 22 
lakhs during 1954-55, Rs. 27 lakhs during 1955-56 and 
Rs. 32 lakhs during 1956-57 for the expansion of primary 
education. 

Orissa’s share from the divisible share (40 per cent.) 
of excise duties on tobacco, matches and vegetable 
products has been fixed at 4-22 per cent, on the basis 
of population. As a result of the recommendations of the 
Finance Commission Orissa’s share from Income-tax 
has risen from Rs. 1,56*93 lakhs in 1951-52 to Rs. 2,07*43 
lakhs in 1952-53 and the estimated receipt during 1953-54 
is Rs. 2,00*29 lakhs. The receipt from Union Excise 
Duties was Rs. 74*12 lakhs during 1952-53 and the 
estimated receipt during 1953-54 is Rs. 74*39 lakhs. 

12. There was also great expansion in Governmental 
expenditure during this period, particularly in the 
developmental field. Several factor^ contributed to this 
increase. Though the war actually ended on the 15th 
of August 1945, some of the new departments created 
during the period of the war continued for a consider¬ 
able time during the Post-war period and some of them 
like Supply, Transport, Price Control and Publicity 
continue even up to the present day and have become 
a regular feature of the administration. The integration 
of 23 Princely States with Orissa in January 1948 and 
Mayurbhanj in January 1949 increased the area of the 
State from 32,000 sq. miles to 59,000 sq. miles and the 
population from 87 lakhs to 137 lakhs. The standard of 
administration in most of these States was very low and 
social services hardly existed. Orissa was, therefore, 
suddenly faced not only with the question of adminis¬ 
trative reorganisation of the merged areas but also with 
the problem of raising the level of administration and 
social services in them to at least the standards obtaining 
in the other parts of the State. 

The revision of the scales of pay of all Government 
servants as a result of the implementation of the recom¬ 
mendations of the Provincial Pay Committee and bring¬ 
ing over the ex-State employees to the liberalised Orissa 
scales of pay, added substantially to the recurring 
commitments of the Government, 

; -.The Post-war Five-Year Development Plan at a total 
estimated; cost cxf Rs. 37*39 crores was put into operation 
from 1945-46. - ..*.. ' 

-The Five-Year Plan for economic development of the 
State, at a total estimated cost of Rs. 15 crores, was put 
into operation with effect from 1951-52, The size of the 
Plan has since been revised to Rs. 17*34 crores. 

In addition to the factors mentioned above, which 
have contributed to increase of expenditure during the 
period, the continued inflation has also added sub¬ 
stantially to all round increase in expenditure, parti¬ 
cularly in the shape of dearness allowance, concessional 
supply of foodgrains and increased price paid for 
Governmental purchases and contracts. 

13. During the Post-War period, it became increasing¬ 
ly difficult for the State Government to frame surplus 
budgets, particularly after the integration of the States. 
Though with great efforts it was possible to have small 
surpluses of Rs. 11*48 lakhs and Rs. 19*89 lakhs respec¬ 
tively during 1946-47 and 1947-43, the first* two years 
of the Post-war period, there was a huge deficit of 
Rs. 1,14*18 lakhs on revenue account during 1948-49 
mainly on account of integration of the ex-State areas. 
The revenue deficit was reduced to Rs. 89*16 lakhs in 
1949-50 with drastic retrenchment and economics in 
expenditure. But the deficit again mounted to 
Rs, 1,69-88 lakhs in 1950-51 after the sudden stoppage of 


the Post-war grants, notwithstanding intensification of 
the retrenchment and economy measures during that 
year. In 1951-52 with greater economy efforts and 
abandonment of a large number of development 
schemes, the position could be improved and the year 
ended with surplus of Rs. 1,10*65 lakhs on revenue 
account. There was a revenue surplus of Rs. 81*23 lakhs 
in 1952-53 mainly on account of increase in revenue as 
a result of the recommendations of the Finance Com¬ 
mission. According to the budget estimates, the current 
year is expected to end with a revenue deficit of Rs. 88*78 
lakhs mainly due to more provision for development 
schemes and expected fall in revenue under several 
heads. The estimated deficit may, however, increase 
considerably if the assumed grant from the Government 
of India on account of the Five-Year Plan Schemes is 
not received in full. 


14. The following is a brief account of the budgetary 
position of Orissa during the Post-war period: — 

The revenue receipts in 1946-47 amonuted to Rs, 4,60*41 
lakhs and the expenditure on revenue account amount¬ 
ed Rs. 4,48*93 lakhs leaving a revenue surplus of, 
Rs. 11*48 lakhs. The receipts both on capital and 
revenue accounts amounted to R$, 21,91*90 lakhs and 
the total disbursements amounted to Rs. 21,30*53 lakhs. 
Thus the net transactions resulted in a surplus of 
Rs. 61*37 lakhs. The year opened with a balance of 
Rs, 37*50 lakhs and closed with a balance of Rs. 98*87 
lakhs. Leaving aside the receipts which did not strictly 
affect the revenue position of the Province and the 
corresponding expenditure, the total revenue and 
expenditure on revenue account amounted to Rs. 4,47*23 
lakhs and Rs. 4,35*75 lakhs respectively as against 
Rs. 3,48*10 lakhs and Rs. 3,31*50 lakhs in the preceding 
year. Excluding the annual grant-in-aid from the Centre 
(40) and the share from the proceeds of Income-tax and 
Jute Export Duty (61*75), the net revenue amounted to 
Rs, 3,45*48 lakhs as against Rs. 2,49*59 lakhs in the 
previous year. As compared with the previous year, the 
total revenue receipts increased by Rs. 99*70 lakhs and 
the revenue expenditure by Rs. 1,04*84 lakhs. 

The gross debt at the end of the year stood at 
Rs. 73*22 lakhs as against Rs. 73*54 lakhs at 
the beginning of the year. Against this liability, 
the assets in the provincial loan account stood 
at Rs. 90*21 lakhs at the end of the year. The total 
balance of the Province (cash and investments) stood 
* at Rs. 2,40*17 lakhs q,t the close of the year against 
Rs. 1,47*85 lakhs at the beginning showing an increase 
of Rs. 92*32 lakhs. Excluding the earmarked balances, 
the unearmarked balance in cash and investments 
amounted to Rs. 1,85*08 lakhs, against which the net 
liability on account of debt, deposit, advance and 
remittance transactions stood at Ks, 67*11 lakhs. The 
year closed with a free balance of Rs. 1,17*97 lakhs 
against which there was no liability. Compared with 
the previous year the free balance increased by Rs. 56*17 
lakhs. 

The total Revenue receipts in 1947-48 amounted to 
Rs. 6,04*34 lakhs and the expenditure on revenue 
account amounted to Rs. 5,84*45 lakhs, The year, there¬ 
fore, closed with a surplus of Rs. 19*89 lakhs on revenue 
account. The total receipts on Revenue and Capital 
accounts amounted to Rs. 29,96*57 lakhs and the total 
disbursements amounted to Rs. 29,26*79 lakhs. There 
was, therefore, an overall surplus of Rs. 69*78 lakhs on 
the entire transactions. The year, which opened with a 
balance of Rs. 98*87 lakhs, closed with a balance of 
Rs. 1,68*65 lakhs. 

' During the year new taxes such as entertainments tax,; 
sales tax and tax on sale of motor spirit and lubricants 
were imposed yielding a total revenue of Rs. 8*14 lakhs. 
Leaving aside the receipts and expenditure, which did 
not strictly affect the revenue position, the total revenue 
and expenditure* on revenue account amounted to 
Rs. 592*85 lakhs and Rs. 5,72*96 lakhs respectively as 
against Rs. 4,47*23 lakhs and Rs. 4.35*75 lakhs respec¬ 
tively in the preceding year. Excluding the grant-in-aid 
(40) and the share from Income-tax and Jute Export 
Duty (95-17), the net revenue amounted to Rs. 4,57*68 
lakhs against Rs. 3,45*48 lakhs in the preceding year. As 
compared with the previous year the total revenue 
receipts increased by Rs. 1,43-93 lakhs and the revenue 
expenditure by Rs. 1,35*52 lakhs. 

The gross debt at the end of the year stood at Rs. 88*05 
lakhs as against Rs. 73*22 lakhs at the beginning of the 
year. Against this liability the assets in the Provincial 
Loan Account rose from Rs. 90*21 lakhs to Rs. 1,37*73 
lakhs during the year. The total balance stood at 
Rs. 2,79*96 lakhs at the close of the year against 
Rs, 2,40*17 lakhs at the beginning. Excluding the ear¬ 
marked balances, the unearmarked balance in cash and 
investments amounted to Rs. 223*94 lakhs against which 
the net liability was Rs. 42-45 lakhs. Compared with the 
previous year, the free balance increased by Rs, 63*52 
lakhs to Rs. 1,81*49 lakhs. 
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The total revenues in 1948-49 amounted to Rs. 6,43-64 
lakhs and the expenditure on revenue account amounted 
to Rs. 7,57-82 lakhs. Thus there was a deficit ox Rs. 1,14-18 
lakhs on revenue account during the year. The total 
receipts on capital and revenue account amounted to 
Rs. 45,41-70 lakhs and the total disbursements amounted 
to Rs. 44,96-51 lakhs. The transactions, therefore, resulted 
in a plus balance of Rs. 45-19 lakhs. The year, which 
opened with a balance of Rs, 1,68*65 lakhs, closed with 
a balance of Rs. 2,13*84 lakhs. Leaving aside the receipts 
and the corresponding expenditure which did not strictly 
affect the revenue position, the total revenue ami ex¬ 
penditure on revenue account amounted to Rs. 6,31-90 
lakhs and Rs. 7,46*08 lakhs respectively as against 
Rs. 5,92 85 lakhs and Rs. 5,72-96 lakhs in the preceding 
year. Excluding grant-in-aid and receipt from Income-tax 
and the Jute Export Duty, the net revenue amounted to 
Hs. 4,48*81 lakhs against Rs. 4,57*68 lakhs in the previous 
year. Though the revenue receipts during the year 
amounted to Rs. 6,43-64 lakhs against Rs. 6,04-34 lakhs 
in the previous year showing an increase of Rs. 39-30 
lakhs, expenditure on revenue account rose to Rs. 7,57-82 
lakhs as against Rs. 5,84*45 lakhs in the previous year 
showing an increase of Rs. 1,73-37 lakhs, Thus the year 
closed with a revenue deficit of Rs. 1,14-18 lakhs against 
a revenue surplus of Rs. 19*89 lakhs in the previous year. 
The setback was due to the fact that the growth of 
revenue could not keep pace with the rise in the expendi¬ 
ture on revenue account in spite of postponement and 
curtailment of expenditure as a measure of economy. 

The gross debt at the end of the year stood at 
Rs. 2,44*01 lakhs against Rs, 88-05 lakhs at the beginning. 
Against this liability the assets in the Provincial Loan 
Account rose from Rs. 1,37*73 lakhs to Rs. 1,75*94 lakhs. 

The closing cash balance stood at Rs. 2,13*84 lakhs 
against Rs. 1,68*65 lakhs in the previous year. The total 
balance (cash and investment) stood at Rs. 2,95*20 lakhs 
at the close of the year against Rs. 2,79*96 lakhs at the 
beginning. Excluding the earmarked balances, the un¬ 
earmarked balance amounted to Rs. 2,24*61 lakhs against 
the net liability of Rs. 1,34*80 lakhs. The free balance at 
the close of the year stood at Rs. 89*81 lakhs as against 
Rs. 1,81*49 lakhs in the previous year. 

In 1949-50, the revenue receipts amounted to 
Rs. 10,81*73 lakhs and the expenditure on revenue 
account amounted to Rs, 11,70-89 lakhs. The year, there¬ 
fore, closed with a deficit of Rs. 89-16 lakhs on revenue 
account. The total receipts on capital and revenue 
account amounted to Rs. 77,28*04 lakhs and the total 
disbursements amounted to Rs. 76,73*72 lakhs. The trans¬ 
actions, therefore, resulted in a plus balance of Rs. 54*32 
lakhs. The year opened with a balance of Rs. 2.13*84 
lakhs and closed with a balance of Rs, 2,68*16 lakhs. The 
abnormal increase in revenue receipts and expenditure 
during the year was mainly due to final merger of the 
States and amalgamation of the budgets with effect from 
the 1st August 1949. Compared with 1948-49 revenue 
receipts and expenditure on revenue account increased 
by Rs. 4,38*09 lakhs and Rs. 4,13*07 lakhs respectively. 
Leaving aside the receipts and the corresponding ex¬ 
penditure, which did not strictly affect the revenue posi¬ 
tion, the total revenue and the expenditure on revenue 
account amounted to Rs. 10,55*45 and Rs. 11,44*61 lakhs 
respectively. Excluding Central receipts (grant—forty 
lakhs, share from Income-tax—1,37*22 lakhs and Jute 
Export Duty—7*13 lakhs) the total revenue amounted to 
Rs, 8,71*10 lakhs. 

Towards the end of the year Government launced an 
economy drive to eliminate unnecessary and wasteful 
expenditure and to cut down as far as possible, expendi¬ 
ture likely to add to inflation. Steps were taken at the 
same time to increase revenues by (1) enhancement of 
the rates of sales tax from the 1st April 1949, (2) increase 
in the rate of sales tax on motor spirits from annas 2 
per gallon to annas 6 per gallon from the 1st April 
1949, (3) enhancement of entertainments tax with effect 
from the 1st January 1950 and (4) revision of the rates 
of motor vehicles taxation. 

The debt position showed an increase in the gross 
debt from Rs. 2,44*01 lakhs to Rs. 6,70*42 lakhs, the 
increase being mainly due to loans amounting to 
Rs. 4,12*00 lakhs taken from the Central Government to 
finance certain capital projects. Against this liability the 
assets in the Provincial Loan account increased from 
Rs. 1,75*94 lakhs to Rs. 1,98*87 lakhs. The amount of the 
net debt liability at the end of the year stood at 
Rs. 4,73 * 55 lakhs. The cash balance at the end of the 
year stood at Rs. 2,68*16 lakhs against Rs. 2,13'84 lakhs 
in the previous year. The total balance at the end of the 
year stood at Rs. 3,42*54 lakhs against Rs. 2,95*20 lakhs 
at the beginning. Excluding the earmarked balances, the 
unearmarked balance at the end of the year amounted to 
Rs. 2,90*23 lakhs against the liability of Rs. 3,18*82 lakhs. 

The revenue receipts in 1950-51 amounted to 
Rs. 10,31*11 lakhs and the expenditure on revenue 
account amounted to Rs, 12,00*99 lakhs. Hence the year 


closed with a revenue deficit of Rs. 1,69*88 lakhs. The 
total receipts on capital and revenue account amounted 
to Rs 53,96*83 lakhs and the total disbursements 
amounted to Rs. 57,77*48 lakhs. The transactions, 
therefore, resulted in a deficit of Rs. 3,80*65 lakhs. Thus 
the year, which opened with an opening balance ol 
Rs. 2,68-16 lakhs, closed with a minus balance of 
Rs. 1,12*49 lakhs. Leaving aside the revenue and the 
expenditure, which did not strictly affect the revenue 
position, the total revenue and expenditure on revenue 
account amounted to Rs. 9,97*96 lakhs and Rs. 11,67*84 
lakhs respectively as against Rs. 10,55*45 lakhs ana 
Rs. 11,44*61 lakhs respectively in the preceding year. 
Excluding Rs. 1,87*14 lakhs received on account of 
statutory grants and allocation of revenue from the 
Centre Under the provisions of Constitution, namely 
Rs. 40 lakhs under article 275, Rs. 5 lakhs under article 
273 and Rs. 1,42*14 lakhs under article 270 the net 
revenue amounted to Rs. 8,10*82 lakhs against Rs. 8,71*10 
lakhs in the preceding year. 

The gross debt of the State which stood at Rs. 6,70*42 
lakhs at the beginning of the year, rose by Rs. 4,91*96 
lakhs to Rs. 11,62*38 lakhs at the close of the year. 
After deducting the outstanding loans and advances 
made by Government, the net debt, which stood at Rs. 
4,73*55 lakhs at the beginning of the year, rose by 
Rs. 4,76*57 lakhs to Rs. 9,50*12 lakhs. 

The total balance of the State on the 1st April 1950 
stood at Rs. 3,32*10 lakhs out of which a sum of 
Rs. 2,68*16 lakhs was in cash and Rs. 63*43 lakhs in 
investments. The balance was, however, reduced to the 
minus figure of Rs. 44*26 lakhs at the close of the year. 

In 1951-52 the revenue receipts amounted to 
Rs. 11,96*43 lakhs and the expenditure on revenue 
account amounted to Rs. 10,85*78 lakhs, resulting in a 
surplus of Rs. 1,10*65 lakhs on revenue account. The 
total receipts on revenue and capital accounts amounted 
to Rs. 57,36*85 lakhs and the total disbursements 
amounted to Rs. 55,03*31 lakhs. Thus there was a surplus 
of Rs. 2,33*54 lakhs on the overall transactions. Accord¬ 
ingly the year which opened with a minus balance of 
Rs. 1,12*49 lakhs, closed with a plus balance of 
Rs. 1,21*05 lakhs. 

Leaving aside the revenue and the corresponding 
expenditure, which did not strictly affect the revenue 
position of the State, the total revenue and the expendi¬ 
ture on revenue account amounted to Rs. 11,38*44 lakhs 
and Rs. 10,28*79 lakhs respectively against Rs. 9,97*96 
lakhs and Rs. 11,67*84 lakhs in the preceding year. Ex¬ 
cluding a sum of Rs. 2,31*93 lakhs received as statutory 
grants and allocation of revenue from the Centre (Rs. 40 
lakhs under article 275, Rs. 30 lakhs under the 1st 
proviso to article 275, Rs. 5 lakhs under article 273 and 
Rs. 1,56*93 lakhs under article 270), the net revenue 
amounted to Rs. 9,06*51 lakhs against Rs. 8,10*82 lakhs 
in the preceding year. 

The gross debt, which stood at Rs. 11,62*38 lakhs at 
the beginning of the year, rose by Rs, 8,84*12 lakhs to 
Rs. 20,46*50 lakhs at the end of the year. Deducting the 
outstanding loans and advances made by Government 
the net debt, which stood at Rs. 9,50*12 lakhs at the 
beginning of the year, increased by Rs. 9,00*89 lakhs to 
Rs. 18,51*01 lakhs at the close of the year. The total 
balance of the year which reached the minus figure of 
Rs. 44*26 lakhs at the beginning of the year rose to the 
plus figure of Rs. 2,30*63 lakhs at the close of the year 
out of which a sum of Rs. 1,21*05 lakhs was in cash and 
Rs. 1,09*58 lakhs in investments. 

The revenue receipts in 1952-53 according to the March 
final accounts amounted to Rs. 12,35*59 lakhs and the 
expenditure on revenue account amounted to Rs. 11,54*36 
lakhs. Thus there was a surplus of Rs. 81*23 lakhs on 
revenue account. The total receipts on all the transac¬ 
tions amounted to Rs. 59,72*33 lakhs and the total 
disbursements amounted to Rs, 58,56*78 lakhs. The 
transactions, therefore, resulted in an overall surplus of 
Rs. 1,15*55 lakhs. Accordingly the year, which opened 
with a surplus of Rs, 1,21-05 lakhs, closed with a surplus 
of Rs, 2,36*60 lakhs. 

Leaving aside the revenue and the corresponding 
expenditure, which did not strictly affect the revenue 
of the State, the net revenue was Rs. 11,86*68 lakhs and 
the expenditure on revenue account Rs. 10,79*27 lakhs 
against Rs. 11,38*44 lakhs and Rs. 10,28*79 lakhs respec¬ 
tively in the preceding year. Excluding a total sum of 
Rs. 3,93 * 55 lakhs being the statutory grant and alloca¬ 
tions of revenue from the Centre (Rs, 75 lakhs under 
article 275, Rs. 22 lakhs under the 1st proviso to article 
275, Rs, 15 lakhs under article 273, Rs. 74-12 lakhs under 
article 272 and Rs. 2,07*43 lakhs under article 270), the 
net revenue amounted to Rs. 7,93*13 lakhs against 
Rs. 9,06-51 lakhs in the preceding year. 

The gross debt of the State at the beginning of the 
year amounted to Rs, 20,46*50 lakhs, which increased by 
Rs. 817*92 lakhs to Hs. 28,64*42 lakhs at the close of the 
year, Deducting the outstanding loan and advances made 
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by the State, the net debt, which stood at Rs, 18,51*01 
lakhs at the beginning of the year increased by 
Ks. 8,01-33 lakhs to Rs. 26,52*34 lakhs at the end of year. 

The total balance of the State, which stood at 
Rs. 2,30-63 lakhs at the beginning of the year, increased 
to Rs. 3,39-73 lakhs at the close of the year, of which 
a sum of Rs. 2,36-60 lakhs was in cash and Rs. 1,03-13 
lakhs in investments. 

The revenue receipts according to the budget estimates 
for the current year will amount to Rs. 13,56-89 lakhs 
and the expenditure on revenue account has been esti¬ 
mated at Rs. 14,45-67 lakhs. The year is, therefore, 
expected to close with a deficit of Rs. 88-78 lakhs on 
revenue account. The overall receipts have been esti¬ 
mated at Rs. 59,54-41 lakhs and the total disbursements 
at Rs. 60,23-60 lakhs. The year is, therefore, expected to 
close with a minus balance of Rs. 69*19 lakhs on the 
total transactions. As a result the opening balance of 
Rs, 2,36-60 lakhs is expected to be reduced to Rs. 1,67*41 
lakhs at the close of the year. 

Leaving aside the revenue and the corresponding 
expenditure, which do not affect the revenue of the 
State, the revenue and expenditure are expected to be 
Rs. 13,10-46 lakhs and Rs, 13,99-34 lakhs respectively. 
Excluding a sum of Rs, 4,01-68 lakhs on account of 
statutory grants and allocation of revenue (the general 
and specific grants of Rs. 75 lakhs and Rs. 16 lakhs under 
article 275, Rs. 21 lakhs under the first proviso to article 
275, Rs, 74*39 lakhs under article 272, Rs. 15 lakhs under 
article 273 and Rs. 2,00-39 lakhs under article 270), the 
net revenue is expected to amount to Rs. 9,08-78 lakhs 
against Rs. 7,93-13 lakhs in the preceding year. 

The gross debt, which stood at Rs. 28,64-42 lakhs on 
the 1st April 1953, is expected to rise by Rs, 15,56-38 
lakhs to Rs. 44,20-80 lakhs. Deducting the outstanding 
loans and advances, the net debt which amounted to 
Rs. 26,52-34 lakhs on the 1st April 1953, is expected to 
increase by Rs, 15,24-99 lakhs to Rs, 41,77-33 lakhs. 

The balance of the State, which stood at Rs. 3,39-73 
lakhs on the 1st April 1953, is expected to fall to 
Rs. 2,70-44 lakhs at the close of the year. 

Trends on the expenditure side of the Budget 

15. In the foregoing analysis of the budgetary posi¬ 
tion of the State for the period from 1936-37 to 1953-54, 
brief reference has been made to the changes in the 
expenditure side of the budget from time to time. A 
detailed analysis of the trends and pattern of expendi¬ 
ture during the different periods is given below. 

16. Statement II gives comparative figures of total 
revenue expenditure and expenditure on principal 
items for the period from 1936-37 to 1953-54, 

As would be seen from the Statement, the total ex¬ 
penditure on revenue account, which amounted to 
Rs, 1,55-56 lakhs in 1936-37 increased to Rs. 1,81-29 lakhs 
in 1938-39. There was, therefore, an increase of 16 
per cent, in the expenditure during the period. Expendi¬ 
ture on direct demands on revenue, which was Rs. 14*73 
lakhs in 1936-37 increased to Rs. 18-24 lakhs in 1938-39. 
It constituted 10-1 per cent, of the total expenditure 
against 9-5 per cent, in 1936-37. Expenditure on tax 
collection amounted to Rs. 11-80 lakhs against Rs. 10*35 
lakhs in 1936-37. It constituted 6-5 per cent, of the total 
expenditure against 6-7 per cent, in 1936-37. Debt 
services accounted for Rs. 1*19 lakhs against a minus 
expenditure of Rs. 61 lakhs during 1936-37 and consti¬ 
tuted -7 per cent, of the total expenditure. Expenditure 
on Civil Administration, excluding the development 
heads, amounted to Rs. 61-14 lakhs against Rs. 58*14 lakhs 
in 1936-37 and constituted 33*7 per cent, of the total 
expenditure against 37-3 per cent, in 1936-37. Out of 
this General Administration accounted for Rs. 28*97 lakhs 
against Rs, 26*64 lakhs in 1936-37 and constituted 16 
per cent, of the total expenditure against 14.2 per cent, 
in 1936-37. Expenditure on Police was Rs. 22-87 lakhs 
against Rs. 22*09 lakhs in 1936-37 and constituted 12 4 6 
per cent, of the total expenditure against 14’2 per cent, 
in 1936-37, Expenditure on Irrigation was Rs. 13*10 lakhs 
against Rs. 13*57 lakhs in 1936-37 and constituted 7*2 
per cent, of the total expenditure against 8*7 per cent, 
in 1936-37. Expenditure on Civil Works was Rs. 24*21 
lakhs against Rs. 15*57 lakhs in 1936-37 and constituted 
13*4 per cent, of the total expenditure against 10*1 per 
cent, in 1936-37. Expenditure under other development 
heads amounted to Rs. 44*09 lakhs against Rs. 39*93 
lakhs in 1936-37 and constituted 24*3 per cent, of the 
total expenditure against 25 per cent, in 1936-37. 

17. There was not much change in the trend and 
pattern of expenditure in 1939-45 the first year of war. 
The total expenditure on revenue account amounted to 
Rs. 1,84-00 lakhs which was only 18 per cent, higher 
than the expenditure in 1936-37 and increased by only 
2 points compared with the expenditure in 1938-39. The 
percentage of expenditure on all the heads practically 
remained the same as in 1938-39 except that expenditure 
54—1 T. E. Com. 55 


on developmental heads rose from Rs. 44-09 lakhs in 
1938-39 to Rs. 46*84 lakhs constituting 25-4 per cent, of 
the total expenditure against 24-3 per cent, in 1938-39. 

There was, however, considerable change in the trend 
of expenditure in 1945-46, the last year of war, compared 
with the pre-war period. The total expenditure during 
the year was Rs. 3,44-11 lakhs, which was 121 per cent, 
higher than the expenditure in 1936-37. Though the 
total expenditure on tax collection increased to Rs. 17*82 
lakhs as against Rs. 11*80 lakhs in 1938-39, it constituted 
only 5-2 per cent, of the total expenditure as against 6-5 
per cent, in 1938-39. Expenditure on forests rose from 
Rs. 6*44 lakhs in 1938-39 to Rs. 34-19 lakhs, which was 
9-9 per cent, of the total expenditure as against 3*6 
per cent, in 1938-39. Total direct demands on revenue 
increased from Rs. 18-24 lakhs in 1938-39 to Rs. 52*01 
lakhs and constituted 15-1 per cent, of the total expendi¬ 
ture as against 10*1 per cent, in 1938-39, The increase 
was principally due to increase in expenditure on forests 
and excise. Expenditure on debt services increased from 
Rs. 1*19 lakhs in 1938-39 to Rs. 11-82 lakhs and formed 
3-4 per cent, of the total expenditure against *7 per cent, 
in 1938-39. Though expenditure on General Administra¬ 
tion and Police rose from Rs. 28*97 lakhs and Rs. 22*87 
lakhs respectively in 1938-39 to Rs. 40-70 lakhs and 
Rs. 36*51 lakhs, they constituted only 11*8 per cent, and 
10*8 per cent, respectively of the total expenditure as 
against 16 per cent, and 12*6 per cent, in 1938-39, The 
expenditure in other departments coming under Civil 
Administration, however, increased from Rs. 9*30 lakhs 
to Rs. 30*74 lakhs and constituted 8-8 per cent, of the 
total expenditure against 5-1 per cent, in 1938-39. Though 
the total expenditure on Civil Administration increased 
from Rs. 61-14 lakhs in 1938-39 to Rs. 1,07-95 lakhs, it 
constituted only 31*4 per cent, of the total expenditure 
against 33*7 per cent, in 1938-39. Increase in expenditure 
under Irrigation and Civil Works was comparatively 
smaller, being only Rs. 21-04 lakhs and Rs. 34*21 lakhs 
respectively against Rs. 13*10 lakhs and Rs. 24-21 lakhs 
in 1938-39 and constituted 6*1 per cent, and 9-9 per cent, 
against 7-2 per cent, and 13-4 per cent, respectively. 
Increase of expenditure on development heads was 
considerable being Rs. 88-38 lakhs against Rs. 44-09 lakhs 
in 1938-39 and constituted only 25-7 per cent, of the 
total expenditure as against 24*3 per cent, in 1938-39, It 
is, however, necessary to mention here that though 
compared with 1938-39 the increase in total expenditure 
was by 89 per cent., yet taking into account the index 
numbers of wholesale prices, the increase in expenditure 
did not keep pace with the general index of wholesale 
prices, which increased by 144 * 9 per cent, com¬ 
pared with the prices in 1939. Hence in real terms, 
expenditure on several heads, was much less than what 
it was in 1938-39. This is due to the fact that much of 
the increased revenue had to be spent in security 
services, particularly in new departments like Civil 
Defence, Civil Supply, War Publicity, etc., which were 
created during the time of the war, A part of the 
increased revenue was also utilised in giving extra allow¬ 
ance to the Government servants to compensate them 
partly for the rise in the cost of living in some form or 
other with effect from 1940 at gradually enhanced rates. 

18. During 1946-47,.the first post-war year, there was 
considerable change in the pattern of expenditure. 
Though expenditure on tax collection increased from 
Rs, 17-82 lakhs in 1945-46 to Rs. 23*07 lakhs it constituted 
5-1 per cent, of the total expenditure against 5-2 per cent, 
in 1945-46. But owing to contraction of the activities of 
the Forest Department after the termination of the war, 
expenditure on Forests fell sharply from Rs. 34*19 lakhs 
to Rs. 11*60 lakhs and constituted only 2-6 per cent, of 
the total expenditure against 9*9 per cent, in 1945-46. As 
a result, direct demands on revenue fell from Rs. 52-01 
lakhs to Rs. 34*67 lakhs and constituted 7*7 per cent, of 
the total expenditure against 15*1 per cent, in 1945-46. 
Expenditure on debt services increased from Rs. 11-82 
lakhs to Rs. 19*05 lakhs and constituted 4*2 per cent, of 
the expenditure against 3*4 per cent, in 1945-46. Expendi¬ 
ture on General Administration was Rs. 50*89 lakhs 
against Rs. 40*70 lakhs in 1945-46 and its percentage fell 
from 11-8 to 11-3. Expenditure on police, however, 
increased in greater proportion from Rs. 36*51 lakhs to 
Rs. 54:54 lakhs and accounted for 12-1 per cent, of the 
total expenditure against 10*8 per cent, in the preceding 
year. Total expenditure on Civil administration increased 
from Rs. 1,07*95 lakhs, to Rs. 137*17 lakhs though its 
percentage fell from 31 * 4 to 30*6. Expenditure on Irriga¬ 
tion increased from Rs. 21*04 lakhs to Rs. 28-20 lakhs and 
accounted for 6*3 per cent, against 8*1 per cent, in 
1945-46. Expenditure on Civil Works increased appre¬ 
ciably from Rs, 34*21 lakhs to Rs. 55*51 lakhs and 
accounted for 12-4 per cent, of the total expenditure 
against 9-9 per cent, in 1945-46. As a result of the Post¬ 
war development programme expenditure on other 
developmental heads increased from Rs. 88*38 lakhs to 
Rs, 1,36*81 lakhs and accounted for 30*5 per cent, of the 
total expenditure against 25-7 per cent, in the preceding 
year. The total expenditure increased'by 189 per cent, 
compared with 1936-37. But taking into account the fact 
that the wholesale prices increased by 175*4 per cent. 
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over the price of 1939, the increase in expenditure was 
only 147 per cent, over the expenditure of 1938-39. 


19. There was considerable change in the trend and 
pattern of expenditure of the Province after formal 
integration of the States areas budget with the Provincial 
budget in 1949-50, The total expenditure increased to 
Rs, 11,70-89 lakhs and compared with 1936-37, the 
expenditure increased by 653 per cent. There was uni¬ 
form increase in the expenditure under all heads, though 
the increase was in varying proportions. Expenditure on 
tax collection increased to Rs. 47-08 lakhs and constituted 
4 per cent, of the total expenditure. Expenditure on 
Forests accounted for Rs. 29-07 lakhs and constituted 2*5 
per cent, of the total expenditure. Direct demands on 
revenue accounted for Rs. 76-15 lakhs and constituted 6-5 
per cent, of the total expenditure. Debt services account¬ 
ed for Rs. 19-83 lakhs and constituted 1*7 per cent, of the 
expenditure. Expenditure on General Administration 
was Rs. 1,17*10 lakhs constituting 10 per cent, of the 
total expenditure. Expenditure on Police was Rs. 1,30-34 
lakhs and formed 11*2 per cent, of the total expenditure. 
Total expenditure on Civil Administration was 
Rs. 2,93-85 lakhs and formed 25-1 per cent, of the total 
expenditure. Expenditure on Irrigation was Rs. 72*02 
lakhs and constituted 6-6 per cent, of the total expendi¬ 
ture, while Civil Works accounted for Rs. 3,00-03 lakhs 
constituting 25-7 per cent, of the total expenditure. 
Expenditure on developmental heads accounted for 
Rs. 3,46-41 lakhs and constituted 26-6 per cent, of the 
total expenditure. Compared with 1938-39, the expendi¬ 
ture increased by 549 per cent, as against an increase 
of 285-4 per cent, in the general level of prices over the 
price of 1939. But this abnormal increase in expenditure 
was mainly due as already explained, to the integration 
of the budget of the 24 ex-State areas with the Pro¬ 
vincial budget. It may be mentioned here that the ex- 
State areas added about 84 per cent, to the area and 
about 60 per cent, to the population of the Province and 
if this fact is taken into account it would be evident 
that the increase in total expenditure was nothing 
abnormal. 


20. There was not much variation in the pattern of 
expenditure during 1950-51 as compared with 1949-50. 
The suddenly stoppage of the Post-wa;r block grants 
during this year created a very difficult situation for the 
State Government. It was not possible to discontinue the 
development schemes financed from these block grants 
as a result of which the year ended with a heavy deficit 
of Rs. 1,69-88 lakhs on revenue account. The economy 
measures, which were introduced towards the close of 
1949-50 were continued during this year as a result of 
which there was a saving of about Rs. 30 lakhs in the 
non-essential expenditure during the year. But for this 
economy, the deficit would have amounted to Rs. 2,00-0 
lakhs. The total expenditure during the year amounted 
to Rs. 12,00-99 lakhs and showed an increase of 672 
per cent, over the expenditure of 1936-37. But compared 
with the expenditure of 1949-50, the expenditure in¬ 
creased by 2 per cent. only. It may be stated here that 
the General Index rose by 6 per cent, from 3,85'4 to 
4,09-7 during this period. During the year direct 
demands on revenue increased from Rs. 76*15 lakhs to 
Rs. 86‘88 lakhs and accounted for 7 4 2 per cent, of the 
total expenditure against 6-5 per cent, in 1949-50. Debt 
services fell from Rs. 19-83 lakhs (1*7 per cent,) to 
Rs. 2-26 lakhs (-2 per cent.) Expenditure on General 
Administration remained practically the same, while 
expenditure on Police increased by about Rs, lakhs. 
The total expenditure on Civil Administration increased 
slightly from Rs. 2,93*85 lakhs to Rs. 2,96-62 lakh$. while 
the percentage of expenditure decreased from 251 to 
24-7. Expenditure on Irrigation increased from Rs. 72-02 
lakhs (6*6 per cent.) to Rs. 93-54 lakhs (7-8 per cent), 
while expenditure on Civil Works decreased from 
Rs. 3,00-03 lakhs (25-7 per cent.) to Rs, 2,49-95 lakhs 
(20-8 per cent.). Other development expenditure increas¬ 
ed from Rs. 3,46-41 lakhs to Rs. 4,1812 lakhs and consti¬ 
tuted 34-8 per cent, of the total expenditure against 29*6 
per cent, in 1949-50. 


21, The total expenditure in 1951-52 amounted to 
Rs. 10,85-78 lakhs, which was 598 per cent, above the 
expenditure of 1936-37. Compared with 1949-50 and 
1950-51, the expenditure fell by 8 per cent, and 10 
per cent, respectively. The heavy fall in expenditure 
was due to further economy measures, which were 
adopted during the year and were calculated to bring 
about a further saving of Rs. 38 lakhs during the year. 
There was fall in expenditure on direct demands on 
revenue (from Rs. 86-88 lakhs to Rs. 83-34 lakhs), Civil 
Works (from Rs. 2,49-95 lakhs to Rs. 1,73-56 lakhs) and 
other development expenditure (from Rs. 4,18-12 lakhs 
to Rs. 3,35-89 lakhs) while there was increase in ex¬ 
penditure on debt services (from Rs. 2*26 lakhs to 
Rs. 33-90 lakhs), Civil Administration (from Rs. 2.96-62 
lakhs to Rs. 3,04*42 lakhs) and Irrigation (from Rs. 93-54 
lakhs to Rs. 99*47 lakhs). 


22. The total revenue expenditure in 1952-53, accord¬ 
ing to the March Final Account, amounted to Rs. 11,54-36 
lakhs which was 642 per cent, higher than the expendi¬ 
ture of 1936-37. The expenditure was 6 per cent, higher 
compared with the expenditure in 1951-52. There was 
increase in expenditure on direct demands on revenue 
(from Rs. 83*34 lakhs to Rs. 1,09-39 lakhs), Civil Ad¬ 
ministration (from Rs. 3,04*42 lakhs to Rs. 3,07*60 lakhs) 
and Development (from Rs, 3,35-89 lakhs to Rs. 3,95*22 
lakhs) while there was fall in debt services (from 
Rs. 33*90 lakhs to Rs. 29*77 lakhs), Irrigation (from 
Rs, 99*47 lakhs to Rs. 76*02 lakhs) and Civil Works 
(from Rs. 1,73*56 lakhs to Rs. 1,68-08 lakhs) compared 
with 1951-52, Development expenditure constituted 34-2 
per cent, of the total expenditure compared with 30-9 
per cent, in 1951-52. 

23* According to the budget estimates, the total 
expenditure in 1953-54 will amount to Rs. 14,45-67 lakhs, 
which is 829 per cent, higher than the expenditure in 
1936-37. Compared with 1952-53, the estimated expendi¬ 
ture is 25 per cent, higher. Expenditure on direct 
demands on revenue is expected to rise from Rs. 1,09-39 
lakhs to Rs. 1,27-07 lakhs, debt services from Rs. 29*77 
lakhs to Rs. 35*63 lakhs, administrative services from 
Rs. 3,07*60 lakhs to Rs. 3,38-64 lakhs, Irrigation from 
Rs. 7602 lakhs to Rs. 1,00*38 lakhs, Civil Works from 
Rs. 1,68-08 lakhs to Rs, 2,59*73 lakhs and development 
from Rs, 3,95*22 lakhs to Rs, 4,87-48 lakhs. 


Grow More Food Scheme 

24. As explained earlier, no planned development 
programme could be undertaken by the Province during 
the pre-war period for want of resources. No develop¬ 
ment was also possible during World War II, except 
some expenditure on Grow More Food Schemes, which 
were undertaken with financial assistance from the 
Central Government in the shape of grants and loans. 
The objects of the schemes were to reclaim waste lands 
and bring them under cultivation, driverst areas from 
non-food crops to food crops, increase double crop culti¬ 
vation, intensify cultivation, encourage cultivators by 
supplying better seeds and manure, afford protection to 
crops by extermination of monkeys and to develop and 
improve irrigation facilities. The “ Grow More Fish ” 
activity also formed a part of the scheme. Expenditure 
on the schemes fell under the following categories : — 
(1) Expenditure on establishments employed for the 
supervision and execution of the works connected with 
the schemes, (2) Tube-well Irrigation Schemes, (3) 
Subsidies given to the cultivators, (4) Urban Compost 
Schemes, (5) Village Compost Schemes, (6) Expenditure 
on Lease/Lend Trucks, (7) Expenditure on Tractor 
Ploughing Schemes, (8) Survey of cultivable waste and 
fallow lands, (9) Fruit Development Schemes, (10) 
Demonstration of Persian wheels, (11) Collection of 
agricultural statistics, (12) Grow More Fish Schemes, 
(13) Training of Sub-overseers and fieldmen, (14) Ex¬ 
penditure on seed multiplication farms, (15) Expendi¬ 
ture on vegetable seeds farms, (16) Expenditure on 
Goshala development, (17) Training of graduates and 
non-graduates in agriculture, (18) Expenditure on 
Special Officer, Emergency Irrigation Schemes, (19) 
Expenditure on Emergency Irrigation Projects and (20) 
Loans granted to cultivators. 


Expenditure on item (7) was met by the provincial 
Government. Expenditure on other items, except item 
(20) was shared between the Central and the provincial 
Governments mainly in the ratio of 665 : 33| and in 
some cases in the proportion of 75 : 25 and 50 : 50. As 
regards item (20), loans were taken from the Central 
Government to finance food production schemes in the 
shape of loans and advances payable to cultivators in 
cash or kind through the Provincial Loan account. Dur¬ 
ing 1943-44 a total sum of Rs. 5-17 lakhs was spent on 
Grow More Food Schemes out of which a sum of 
Rs. 1-84 lakhs was spent on revenue account and Rs. 3-33 
lakhs as loans and advances to cultivators. Against this 
the Central Government gave Rs. 1-40 lakhs as grant 
and Rs. 4*82 lakhs as loan. The total amount spent in 
1944-45 was Rs. 28-79 lakhs out of which Rs. 13*62 lakhs 
was spent on revenue account and Rs. 15-17 lakhs as 
loans and advances. The Central Government gave 
Rs. 6*82 lakhs as grant and Rs. 14*68 lakhs as loan. 
During 1945-46 the total expenditure on Grow More 
Food was Rs, 61-20 lakhs out of which a sum of Rs. 25-50 
lakhs was revenue expenditure and a sum of Rs. 35-70 
lakhs as loans and advances to cultivators. Government 
of India gave a total amount of Rs, 34-76 lakhs out of 
which a sum of Rs. 13-06 lakhs was in shape of grant 
and Rs, 21-70 lakhs by way of loan. From 1946-47, the 
Grow More Food Schemes were incorporated in' the 
Post-war Development Schemes and the share of the 
Central Government was included in the Post-war block 
grants and loans. 


Post-war Reconstruction Schemes 

25. At the instance of the Government of India the 
Provincial Government drew up a Five-year Plan for 



Post-war reconstruction in 1945-46 at an estimated cost 
of Rs. 37-89 crores. This was the first serious attempt at 
a planned development of the Province. The Plan was 
divided into three parts namely (1) Special Priority 
Schemes, (2) All-Province Scheme and (3) Particular 
area Schemes. The schemes were proposed to be financed 
from (a) Provincial revenues, (fc>) Grants from the 
Centre and (c) Loans. 

The development schemes included in the Plan were 
classified under 24 board categories. Besides, the Plan 
also provided for extra expenditure on servicing charges 
on recoverable grants and loans at 3J per cent, and 
repairs and maintenance charges at 3 per cent. The 
total financial procision of Rs. 37,88-64 lakhs was, there¬ 
fore, distributed as follows during the period of the 
Plan ; — 

(Rupees in lakhs.) 


(1) Resettlement and re-employment of ex-service- 55*79 

men. 

(2) Industries and Industrial training 

(3) Roads ..... 

(4) Road Transport 

(5) Electric Power Development 

(6) Mining Development 

(7) Irrigation, Water-ways and Drainage 

(8) Embankment and flood control 

(9) Minor Ports .... 

(10) Other Public Works 

(11) Agriculture .... 

(12) Veterinary .... 

(13) Forestry ♦ 

(14) Fisheries .... 

(15) Co-operation .... 

(16) Constructional Propaganda 

(17) Rural Uplift and Village Amenities 

(18) Education .... 

(19) Public Health and Medical Service 

(20) Housing and Town planning 

(21) Labour and Labour Welfare 

(22) Scientific Industrial research 

(23) General Administration 

(24) High Court .... 


Total . 33,81*76 


Servicing charges on recoverable grants and loans at 

3 i per cent.. 2 , 35 * 3 ! 

Repairs and maintenance charges at 3 per cent. . 1,81.57 


Grand Total , 37,88* £>4 


Though the Provincial Government started implement¬ 
ing the schemes with effect from 1945-46, Central assis¬ 
tance for the schemes included in the Plan, excepting 
the Grow More Food Schemes, was given only with 
effect from 1946-47. For the Grow More Food Schemes, 
the Central Government continued to give grants and 
loans during 1945-46 as before. Statement III gives the 
subjects included in the Plan, the amounts spent on 
the schemes and the amount received from the Govern¬ 
ment of India as grants and loans for the period from 
1945-46 to 1950-51. 

With the merger of 23 Feudatory States in January 
1948 and Mayurbhanj in 1949 the area of the Province 
was increased by 84 per cent and the population by 60 
per cent. As the merged States were still more 
undeveloped than the old Province, the development 
needs of the enlarged Province increased in a greater 
proportion than the area and population that were added. 
In addition the level of administration in the merged 
areas had to be brought up to that of the rest of the 
province. The Plan had, therefore, to be enlarged to 
provide for the needs of the merged areas and it was 
estimated that the total expenditure on the Plan would 
be Rs. 61 crores against Rs. 37-89 crores provided in the 
original Plan. Government of India, however, did not 
agree to give any separate block grant for the merged 
areas but advised that the development needs of the 
ex-State areas should be met out of the ceiling fixed 
for the Province, Unlike the schemes of the more pros¬ 
perous States, the Post-war Schemes of Orissa 
were ordinary development schemes intended to meet 
some of the most prime administrative needs of the 
State and improving the social services which had been 
neglected in the past. Nothing could, therefore, be spent 
on schemes intended to add to the wealth of the people 


directly or to the revenues of the State, at least to the 
extent of meeting the increased recurring costs of the 
schemes initiated with the help of these grants. The 
sudden stoppage of the Post-war grants in 1950-51, 
therefore, created a most embarrassing position for the 
State Government. Though the State was left without 
the means to continue the .schemes that had been 
initiated with these grants, from the very nature of the 
schemes, it was not possible to discontinue them with¬ 
out serious detriment to the administrative efficiency of 
the State and welfare of its people. 

Five-Year Plan schemes 

26. In May 1951 at the instance of the Planning 
Commission the State Government prepared a revised 
Five-year Plan of economic development beginning with 
the year 1951-52 at a total estimated cost of Rs. 75 
crores including Hirakud Multipurpose Project, which 
was estimated to cost Rs* 42 crores at the time. The Plan 
was very largely a continuation of the State Govern¬ 
ment’s Post-war Development Plan, referred to earlier, 
with necessary modifications and enlargements made in 
the light of the changed circumstances and new concepts, 
which thb Planning Commission had put out. This Plan, 
however, suffered a drastic cut at the hands of the 
Planning Commission, who insisted on the. total 
expenditure being limited to Rs. 15 crores, excluding the 
expenditure on Hirakud, which was transferred to the 
Central sector. The Commission proceeded to examine 
the Plan with reference to the criterion that the State 
would have to rely principally on its own resources. 
As a result the size and the scope of the Plan of the 
State depended more upon its own resources than upon 
its needs. They ignored the fact that the special needs 
of an under developed State like Orissa, which required 
rapid development not in its own interests alone, but 
in the interest of the planned development of the country 
as a whole, needed greater attention and assistance. 
This attitude was even not in keeping with the objec¬ 
tives set out by them in the Draft outline that the Plan 
was to provide for the further development of economy 
on a planned basis, to provide for long-term develop¬ 
ment with the satisfaction of immediate requirements 
and to remove the lack of balance in the Post-war 
Development Programme. 

27* As stated earlier, the Five-year Post-war Develop¬ 
ment Plan for the enlarged State was estimated to cost 
Rs. 61 crores. Later in response to the directions of the 
Planning Commission, the Plan was revised to cost 
Bs. 33 crores. But its further drastic reduction to Rs. 15 
crores, hardly provided even for all the Post-war 
Schemes which the State Government were continuing 
with great difficulty after the stoppage of the Post-war 
block grants. The State Government made repeated 
representations to the Planning Commission and also 
to the Finance Commission to increase the size of the 
State Plan and make more liberal financial assistance 
to the State for its execution. But against a revised 
provision of Rs. 38-10 crores proposed by the State 
Government the final Plan for the State only provides 
Rs, 17-84 crores for all the development schemes. State¬ 
ment IV gives the State’s original Plan submitted to 
the Planning Commission, the revised Plan submitted 
to both the Planning Commission and the Finance Com¬ 
mission, the provision made in the Final Plan for the 
State and the expenditure incurred on similar schemes 
in the earlier Post-war Development Plan of the State. 
The statement will clearly show how inadequate is the 
provision made in the final Plan for the various develop¬ 
ment heads compared with the original and revised 
Plans of the State Government submitted to the Plan¬ 
ning Commission, It will also show that the total 
development expenditure provided in the final Plan for 
various spheres is even lower in many cases than the 
total expenditure incurred during the period from 
1946-47 to 1950-51 on similar development schemes 
under the Post-war Development Plan. 


28. Statement V gives comparative figures of expendi¬ 
ture both on revenue and capital account since 1950-51 
on development schemes included in the Five-year Plan, 
development schemes not included in the Plan and non¬ 
development expenditure. It would be seen from the 
Statement that the total development expenditure on 
the schemes included in the Five-year Plan fell from 
Rs. 2,88-57 lakhs in 1950-51 to Rs. 2,82-12 lakhs in 
1951-52 and rose to Rs, 3,34-73 lakhs in 1952-53. The 
provision for such expenditure in 1953-54 is Rs, 4,37-39 
lakhs. The reduction in expenditure in 1951-52 was due 
to the fact that after the stoppage of the post-war block 
grants the State Government had to curtail all expendi¬ 
ture drastically including development expenditure. 
Though the Five-Year Plan commenced from that year, 
it had not been finalised by the time the expenditure 
was incurred, and there was no certainty about the 
Central financial assistance on this account. The develop¬ 
ment expenditure on schemes not included in the Plan 
amounted to Rs. 10,16*89 lakhs in 1950-51, the corres¬ 
ponding expenditure in 1951-52, 1952-53 and 1953-54 
being Rs. 12,57-74, Rs. 16.80-77 and Rs, 19,58*78 lakhs 
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respectively. The comparatively larger proportion of 
expenditure on development expenditure outside the 
plan is due to the extremely limited nature of the 
development expenditure provided in the States* Five- 
year Plan, which left no alternative for the Stata 
Government but to incur expenditure on essential 
development schemes, which could not find place in the 
plan in spite of their repeated pleadings. Some of these 
schemes were continuing as post-war development 
schemes and could not be discontinued merely on the 
ground that the truncated Five-year Plan could not 
accommodate them. The State Government are, how¬ 
ever, trying to remove this anomaly by making a 
thorough revision of the Plan. The question has been 
reviewed very carefully recently and Government have 
decided to undertake a thorough revision of the Plan 
by excluding such of the continuing Post-war develop¬ 
ment schemes involving recurring expenditure, which 
were completed before the commencement of the Plan 
and schemes involving expenditure on staff which could 
be regarded as necessary for the normal development 
of the various departments. By excluding such schemes 
from the Plan and taking them into the normal Budget 
of the State it could be possible to include in the Plan 
some of the new essential development schemes, which 
have been undertaken during the Plan period, but which 
were originally crowded out from the Plan on account 
of the fact that the size of the Plan was limited to the 
ceiling of Rs. 15 crores. It is hoped that by such readjust¬ 
ments the State Plan will give a more realistic picture 
of our current development needs and will minimise the 
disparity between the development expenditure includ¬ 
ed in the Plan and the development expenditure outside 
the Plan. 

The non-development expenditure increased from 
Rs. 5,64-33 lakhs in 1950-51 to Rs. 8,96*87 lakhs in 
1951-52, again fell to Rs. 5,62*52 lakhs in 1952-53 and is 
estimated to be Rs. 7,25*10 lakhs in 1953-54. Though all 
attempts are being made to reduce the non-develop- 
mental expenditure to the minimum to make available 
more funds for financing the development schemes 
included in the Plan, this process has its obvious limi¬ 
tations as such expenditure cannot be reduced below a 
minimum limit without serious detriment to the effi¬ 
ciency of administration. 

Community Development, Ford Foundation and the 
Extension Training Schemes 

29. Orissa started 3 Community Projects with effect 
from October 1952. Each project is estimated to cost 
roughly Rs. 65 lakhs during a period of three years and 
the total expenditure on the three projects has been 
estimated at Rs. 1,96*15 lakhs r The apportionment of the 
expenditure on the projects is made as follows : - 

(1) The loan required by the State is advanced by the 
Centre, (2) 75 per cent, of the non-recurring and 50 
per cent, of the recurring expenditure is borne by the 
Central Government and (3) 25 per cent, of the non¬ 
recurring and 50 per cent, of the recurring expenditure 
is borne by the State Government, According to this 
apportionment the Government of India will give a loan 
of Rs. 87*11 lakhs and a grant of Rs. 74*01 lakhs and 
the State Government will give Rs. 35*03 lakhs to finance 
the three projects during a period of three years. The 
total expenditure on the three projects in 1952-53 was 
Rs. 5-03 lakhs and the estimated expenditure for 1952-53 
and 1953-54 are Rs. 88*32 and Rs. 72-79 lakhs respec¬ 
tively. A sum of Rs. 2 lakhs was received as loan and 
a sum of Rs. 6*5 lakhs as grant from the Government 
of India by the 31st March 1953. 

Three new Development blocks, each of which is esti¬ 
mated to cost Rs. 15 lakhs in a period of 3 years, have 
been started during the current year. The apportionment 
of expenditure for these new- blocks is made on the same 
basis. The details of the schemes and the exact estimates 
of expenditure are being worked out. 

A Pilot Development Project has been started in the 
State with effect from July 1952, the expenditure on 
which is jointly‘shared by the Ford Foundation, the 
Central Government and the State Government. The 
scheme covers a period of 5 years from 1952-53 at a total 
estimated cost of Rs. 4*10 lakhs. Out of this the Ford 
Foundation will bear the entire expenditure during the 
first two years and l/3rd of the total expediture during 
first third year amounting to Rs. 2-15 lakhs. The Central 
and the State Government will each bear l/3rd expendi¬ 
ture during the third year and 50 per cent, of the ex¬ 
penditure in the 4th and 5th year amounting to Rs. *98 
lakh each. The total expenditure during 1952-53 was 
roughly Rs. *64 lakh which has been recovered in full. 

An extension training centre has been started in the 
State with effect from July 1952 which is estimated to 
cost Rs. 6*39 lakhs during the period of 4 years from 
1952-53. Out of the total expenditure, the T. C. A. will 
bear Rs. *3 lakh, Government of India Rs. 1 lakh, the 
Ford Foundation Rs. 3*2 lakhs and the State Government 


Rs. 1*89 lakhs roughly. A sum of Rs. 1*42 lakhs Was spent 
on this scheme in 1952-53 and the entire amount was 
recovered according to the agreement. 

Details of the Five-year Plan of the State 

30. As explained earlier, the final Five-Year Plan for 
the State makes a total provision of Rs, 17,84*2 lakhs. 
Statement VI gives details of the schemes included in 
the State's Five-Year Plan, the amount provided for 
them during the period of the Plan and the amount 
spent or proposed to be spent during the period 1951-52 
to 1953-54. As explained earlier, the Five-year Plan for 
the State is entirely inadequate compared with the needs 
of the State. It is even inadequate compared with the 
targets laid down in the Post-war Five-year Plan and 
the achievements made thereunder. Even then it has 
become difficult for the State Government to execute the 
Plan according to programme. When the size of the 
Plan was limited to Rs, 15 crores, the State Government 
were given assurance that the total financial assistance 
from the Centre would be of the order of Rs. 10 crores. 
The final Plan for the State makes a total provision of 
Rs. 17,84*2 lakhs by the inclusion of two electricity 
schemes, namely the Duduma Hydro-Electric Joint 
Scheme, with a total provision of Rs. 184 lakhs and the 
Hirakud Power Utilisation Scheme with a total pro¬ 
vision of Rs. 64 lakhs. The first was in fact a continuing 
scheme, which was being financed by loans from the 
Government of India, while the second is only a neces¬ 
sary supplement to the Hirakud Multi-purpose Scheme, 
which is in this Central sector. Though the size of the 
Plan has been increased by Rs. 2*84 crores and is likely 
to increase still further, the Government of India seem 
to hold the view that their share would be limited to the 
original figure of Rs. 10 crores. The State Government 
have protested against this, but no final decision has 
yet been taken on this point. Even the promised assis¬ 
tance of Rs. 10 crores from the Centre is not forthcom¬ 
ing in full measure as a result of which the State 
Government have been placed in a very embarrassing 
position. It is also not yet certain what part of the pro¬ 
mised assistance will be in shape of grants and what part 
in shape of loan. The question has become the subject- 
matter of constant correspondence and discussion with 
the representatives of the Central Government and the 
Planning Commission, but no tangible results have been 
achieved so far. As a result, the progress of the plan is 
slow as far as this State is concerned. This would be 
evident from the fact that though the Plan envisaged an 
expenditure of Rs. 3,15*47 lakhs in 1951-52^ the actual 
expenditure was Rs, 2,82J2 lakhs. Against a provision 
of Rs. 392*26 lakhs in 1952-53, the expenditure, accord¬ 
ing to the revised estimates amounted to Rs, 3,34*73 
lakhs. During the current year a sum of Rs. 4,37*39 lakhs 
has been provided in the Budget for the Five-Year Plan 
Schemes against the target of Rs. 4,85*98 lakhs in the 
Plan. 

Appendix A contains a note sent to the Planning 
Commission recently, which gives a comprehensive 
review of the implementation of the various schemes 
during 1951-52 and 1952-53 both in respect of the 
expenditure incurred and the physical targets attained. 
The review is also in the nature of a critical assessment 
of the State’s Five-Year Plan and high-lights its defects 
and short-comings and the difficulties encountered in its 
implementation during the first two years. As stated 
earlier, the State Government have already undertaken 
a thorough revision and readjustment of the Plan by 
substituting some new development schemes in place of 
some of the existing schemes. As a result of this revision 
the size of the Plan is expected to increase to Rs. 18,38*79 
lakhs. Certain further adjustments will also be necessary 
in the Plan with a view to making provision for such 
schemes as would in the opinion of the Planning Com¬ 
mission, substantially help in solving the problem of 
unemployment. The recent decision of the National 
Development Council to increase the size of the entire 
Plan by about Rs. 150 to 17 crores on account of the 
extra provision for relief of unemployment may alter 
the size of the State Plan to some extent and may even 
alter the relative proportion of expenditure in the various 
developmental fields. 

Revenues of the State 

31. While dealing with the general budgetary position 
of the State, reference has been made incidentally to the 
principal components of the State revenue during the 
different periods and the change’ in their pattern and 
relative significance from time to time. The effects of the 
recommendations of the Finance Commission on the 
revenues of the State with effect from 1952-53 have also 
been briefly indicated in that section. A detailed analysis 
of the revenue position of the State and its components 
during the pre-war, war and post-war periods is given 
in the succeeding paragraphs. 

32. Statement VII gives a detailed analysis of the 
receipts on revenue account during the different periods. 
As would be seen from the Statement, during 1936-37 



4*5 


Land Revenue (50*26) was the highest source of reve¬ 
nue constituting 29*5 per cent., of the total revenue of 
the State. This was followed by grants from the Centre 
(50.0) which accounted for 29:3 per cent, of the total 
revenue. State Excise (32’78) occupied the third place 
constituting 19*2 per cent of the total revenue. Next came 
the revenue from Stamps (17*32) which formed 10*1 
per cent, of the total revenue. Forest (4*28), Irrigation 
(4*16). Registration (2*14) constituted 2 * 5 per cent, 
2 * 4 per cent, and 1 * 3 per cent, respectively of the total 
revenue. Receipts from Jute Export Duty and Income- 
tax were Rs. 1*04 lakhs, and * 57 lakh respectively and 
they constituted a microscopic fraction of *6 per cent, 
and *3 per cent, respectively of the total revenue. Out 
of the total revenue of Rs. 1,70*36 lakhs, tax revenue 
accounted for Rs. 1,04*13 lakhs or 61 per cent, of the 
total revenue, while non-tax revenue amounted to 
Rs. 66*23 lakhs or 39 per cent, of the total revenue. 

During 1938-39, the last year prior to World War II, 
there was very slight change in the position as compared 
with the position in 1936-37. Land Revenue (45-96) still 
formed the highest source of the Provincial revenue and 
constituted 25*2 per cent, of the total revenue. This was 
followed by grant-in-aid (43), which formed 23-6 per cent, 
of the total revenue. State Excise (32-63) and Stamps 
(18*28) remained the third and fourth highest sources of 
the Provincial revenue and accounted for 17-9 per cent, 
and 10 per cent, of the total revenue. Forest (6*37) 
retained its old position and constituted 3*5 per cent, of 
the total revenue. Receipts from Irrigation (1*87) fell to 
only 1 per cent, of the total revenue and it was lower 
than the receipts from Registration (2*26) which consti¬ 
tuted 1*2 per cent, of the total revenue. Receipt from 
Jute Export Duty fell to Rs. *92 lakh dr *5 per cent, of 
the total revenue, while the share from Income-tax 
increased to Rs. 3 lakhs and constituted** 1*6 per cent, 
of the total revenue. The total Provincial revenue in¬ 
creased by 7 per cent, compared with 1936-37, out of 
which tax revenue (104*07) remained practically the 
same as in 1936-37 and formed 57 per cent, of the total 
revenue while non-tax revenue increased to Rs. 77*93 
lakhs and formed 43 per cent, of the total revenue. 

The position was not much different during 1939-40, 
the first year of the war Land Revenue (47*62) was still 
the highest source of revenue and accounted for 25*3 
per cent, followed by grant-in-aid (43) which formed 
23 per cent, of the total revenue. Though receipt from 
State Excise fell to Rs. 29*81 lakhs it still retained its 
third position and accounted for 15*9 per cent, of the 
total revenue. Stamps (19-12) retained the fourth position 
and constituted 10*2 per cent, of the total revenue. 
Receipts from Forests (0*53) remained practically the 
same and constituted 3-5 per cent, of the total revenue. 
Receipt from Irrigation and Registration was equal (2*38) 
and each formed 1-3 per cent, of the total revenue. Jute 
Export Duty remained exactly the same (-92) and formed 
only *5 per cent, of the total revenue. On the other 
hand receipt from Income-tax increased to Rs. 5-58 lakhs 
and it formed 2*9 per cent, of the total revenue, higher 
than the revenue from Registration and Irrigation. Com¬ 
pared with 1936-37 the total revenue increased by only 
10 per cent, to Rs. 1,87*88 lakhs out of which tax revenue 
was Rs. 1,06*51 lakhs or 56*7 per cent, of the total revenue 
while non-tax revenue was Rs. 81-37 lakhs or 43*3 
per cent, of the total revenue. 

There was, however, a great change in the relative 
position during 1945-46, the last year of the war. State 
Excise (88-36) constituted the highest source of revenue 
and accounted for 24-5 per cent, of the total revenue. 
This was followed by Income-tax (57*50) which formed 
16 per cent, of the total revenue. Land Revenue (53*95) 
was relegated to the third position and accounted for 
only 14*9 per cent, of the total revenue. Receipt from 
Forests increased to Rs. 43*22 lakhs or 12 per cent, of 
the total revenue and it formed the fourth highest source 
of revenue. Statutory grant-in-aid (40) occupied the fifth 
place and accounted for 11 per cent, of the total revenue. 
Though the receipt from Stamps increased to Rs. 22-46 
lakhs it formed only 6-2 per cent, of the total revenue. 
Registration (3-57) fell to only 1 per cent, of the total 
revenue, while there was minus receipt from Irrigation. 
Jute Export Duty (1*01) fell to *3 per cent, of the total 
revenue. The total revenue receipt amounted to 
Rs. 3,60*71 lakhs and increased by 111 per cent, compared 
with 1936-37. A part of the increase was, however, due 
to inflation. The total tax revenue amounted to 
Rs, 2,28*36 lakhs and constituted 63*3 per cent, of the 
total revenue as against 57 per cent, in 1938-39 and 
non tax revenue (132*35) constituted 36*7 per cent, 
against 43 per cent, in 1938-39. 

The position remained practically the same in 1946-47, 
the first post-war year, except that there was heavy 
drop in the forest revenue owing to the stoppage of the 
war contracts. The receipt from State Excise increased 
to Rs, 1,10*83 lakhs and constituted 24 per cent, of the 
total revenue against 17*9 per cent, in 1938-39. Income- 
tax came next with a receipt of Rs. 59-74 lakhs and 
formed 13 per cent, of the total revenue against 1*6 


per cent, in 1938-39. Land Revenue came third with a 
receipt of Rs. 50*65 lakhs or 11 per cent, against 25*2 
per cent, in 1938-39. Statutory grant (40) was 
the fourth item and constituted 8-7 per cent, of 
the total revenue against 23*6 per cent, in 1938-39, 
Stamps came next with a receipt of 26*06 lakhs 
or 5*6 per cent, as against 10 per cent, in 1938-39. Next 
came Forests with a receipt of Rs, 17*70 lakhs and 
formed 4 per cent, of the total revenue against 3*5 
per cent, in 1938-39 and 12 per cent, in 1945-46. Receipt / 
from Registration was Rs. 4*58 lakhs or 1 per cent, of 
the total revenue against 1*2 per cent, in 1938-39, 
Receipt from Jute Export Duty increased slightly to 
Rs. 2*01 lakhs but formed only *4 per cent, of the total 
revenue against *5 per cent, in 1938-39. Irrigation conti¬ 
nued to have minus receipt. The total revenue receipt 
amounted to Rs. 4,60*41 lakhs against Rs. 1,82-0 lakhs 
in 1938-39 and increased by 170 per cent, compared with 
1936-37. The total tax revenue (255*86) constituted 55*5 
per cent, and the non-tax revenue (204*55) 44-5 per cent, 
of the total revenue against 57 percent, and 43 per cent, 
in 1938-39, 

The merger of the State areas budget with the Pro¬ 
vincial budget and the imposition of certain new taxes 
during the post-war period brought about several changes 
in the composition and relative position of the yarious 
constituents of the Provincial revenue in 1949-50 the 
total revenue increased from Rs. 4,60-41 lakhs in 1946-47 
to Rs. 10,81*73 lakhs in 1949-50, the increase was 535 
per cent, over the revenue of 1936-37. Inspite of the 
imposition of several new taxes, the total tax-revenue 
(573*69) constituted only 53 per cent, of the total 
revenue against 63*3 per cent, in 1945-46 and 55*5 
per cent, in 1946-47. The non-tax revenue (508-04) 
increased from 44*5 per cent, in 1946-47 to 47 per cent, 
during the year. The increase in the proportion of 
non-tax revenue was due partly to receipt of post-war 
block grants from the Government of India and partly 
to certain extraordinary receipts of cash and invest¬ 
ments from the ex-State areas. The relative proportion 
of the various constituents of the provincial revenue 
also changed significantly during the year. State Excise 
yielded Rs. 1,81*89 lakhs and though it continued to 
remain the highest source of revenue its proportion fell 
from 24 per cent, in 1946-47 to 16*8 per cent, in 1949-50. 
Income-tax continued to remain the second source of 
revenue with a receipt of Rs. 1,37*22 lakhs and it consti¬ 
tuted 12-7 per cent, of the total revenue against 13 
per cent, in 1946-47, Land Revenue also retained its 
third place with a receipt of Rs. 98*08 lakhs and consti¬ 
tuted 9 per cent, of the total revenue as against 11 
per cent, in 1946-47. With the addition of a large forest 
area forest revenue increased from Rs. 17*70 lakhs in 
1946-47 to Rs. 73*11 lakhs and it constituted the fourth 
source and 6*8 per cent, of the total revenue as against 
4 per cent, in 1946-47. Sales-tax (including Sales-tax 
on motor spirits) constituted the next important item 
of the State revenue and constituted 6*5 per cent, of 
the total revenue. Stamps came next with a total receipt 
of Rs. 54*70 lakhs and constituted 5 per cent, of the 
total revenue against 5*6 per cent, in 1946-47, Statutory 
grant-in-aid (40) came next and formed 3*7 per cent, 
of the total revenue against 8*7 per cent, in 1946-47. 
Imposition of new taxes like entertainments tax, 
increase in motor taxation, etc., increased the receipt 
from other taxes to Rs. 11*86 lakhs and this constituted 
1*1 per cent, of the total revenue. Receipt from the Jute 
Export Duty increased to Rs, 7*13 lakhs and it formed 
-7 per cent, of the total revenue against *4 per cent, 
in 1946-47. Registration (716) had nearly the same 
yield. The receipt from the new item, Agricultural 
Income tax, was Rs. 5*41 lakhs and it formed only *5 
per cent, of the total revenue. Irrigation continued to 
have minus receipts on account of higher working costs. 

A 

It has been explained earlier that the post-war block 
grants were stopped with effect from 1950-51 and that 
the Deshmukh award did not bring about any improve¬ 
ment in the revenue position of the State, On the other 
hand as a result of the award, Orissa’s share from the 
Jute Export Duty fell from Rs. 7*13 lakhs to Rs. 5 lakhs 
which formed only *5 per cent, of the total revenue. The 
scheme of Federal Financial Integration, which was 
based on the recommendations of the Indian States 
Finances Enquiry Committee, did not do substantial 
justice as far as Orissa was concerned. The total 
average revenue lost by the Orissa States annually by 
integration was about Rs. 21 lakhs while the expendi¬ 
ture on the subjects taken over by the Centre was about 
Rs. 2 lakhs. Thus the ‘ net revenue gap * as far as Orissa 
States were concerned was Rs. 19 lakhs. But the Gov¬ 
ernment of India held that the term * net revenue gap * 
should mean not the net amount that Orissa had lost, 
but the net amount that the Centre had gained as a 
result of the integration. Hence they excluded from the 
calculation revenue from such sources as land customs 
duties and included in the expenditure of the Centre 
the Privy Purse of the Rulers and the expenditure on 
the national highways on the basis of the estimated 
future cost and not on the basis of the actual pre- 
merger cost. On this basis of calculation, the Centre 
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was shown to have lost a net amount of Rs, 9-51 lakhs 
annually, which was to be reimbursed by Orissa. On 
the other hand Orissa was entitled to only 50 per cent, 
of the net receipt of income-tax from the ex-State areas 
and a small sum of Rs, 16 thousand annually on account 
of federal pensions. This calculation did not take any 
account of the heavy expenditure, which the Centre 
saved as a result of the abolition of the Political 
Department and of the fact that the Centre had absorb¬ 
ed all the expanding sources of revenue like -Income- 
tax, Central Excise, Customs, Posts and Telegraphs, 
etc., while the State Government were left with in¬ 
elastic and contracting sources of revenue and almost 
an unlimited liability of raising the level of administra¬ 
tion and social services in the merged areas, most of 
which were in a primitive state of development. Pend¬ 
ing determination of the exact amount payable to 
Orissa on account of Federal Financial Integration, a 
sum of Rs. 16 lakhs was paid on this account pro¬ 
visionally in 1950-51. 

All the above factors account for the fall in the 
revenues, which dropped from Rs. 10,81*73 lakhs in 
1949-50 to Rs. 10,31*11 lakhs in 1950-51. Compared with 
1936-37 the total revenue was only 505 per cent, higher 
as against 535 per cent, in 1949-50. State Excise still 
maintained the priority of position contributing 
Rs. 2,13*16 lakhs or 20*7 per cent, of the total revenue 
as against 16-8 per cent, in 1949-50. I come-tax came 
next with R$. 1,42*14 lakhs or 13*8 per cent, of the 
total revenue. Land Revenue continued to occupy the 
third position with Rs. 1,03*15 lakhs or 10 per cent, 
of the total revenue. Next came Forests with a receipt 
of Rs. 99-82 lakhs or 9*6 per cent, of the total revenue. 
Receipt from Sales Tax increased to Rs. 93*10 lakhs and 
constituted 9 per cent, of the total revenue against 6*5 
per cent, in 1949-50. Stamps accounted for Rs. 65*25 
lakhs or 6*3 per cent, of the total revenue. The 
statutory grant-in-aid (40) accounted for 3*8 per cent, 
of the total revenue. Other tax revenue increased to 
Rs. 16*70 lakhs or 1*6 per cent, of the total revenue. 
Registration accounted for Rs. 8-34 lakhs or only *8 
per cent, of the total revenue. Irrigation still showed 
minus receipt. The share of total tax revenue increased 
to Rs, 6,56*77 lakhs or 63*6 per cent, against 53 per cent, 
in 1949-50 and the share of non-tax revenue corres¬ 
pondingly fell to Rs. 3,74 * 34 lakhs or 36 * 4 per cent, as 
against 47 per cent, in 1949-50. The drop in the share of 
the non-tax revenue was due to less receipt from the 
Central Government and less extraordinary receipts from 
the merged areas. 

During 1951-52, the total revenue receipt increased to 
Rs. 11,96*43 lakhs, which was 602 per cent, higher than 
the revenue of 1936-37 as compared with 5*5 per cent, 
in 1950-51. The increase in receipt was mainly due to 
increase in the share of income-tax, more receipt from 
sales-tax, a receipt of Rs, 30 lakhs from Government 
of India under the first proviso to article 275 of the 
constitution and more receipt from the Centre on 
account of Grow More Food grants. The question as to 
what grant the State would receive from the Centre 
for the other Five Year Plan Schemes, is, as has been 
stated earlier, still under correspondence. The total tax 
revenue amounted to Rs. 7,03-22 lakhs and formed 58*8 
per cent, of the total revenue against 63*0 per cent, in 
1950-51, while the total non-tax revenue amounted to 
Rs. 4,93‘21 lakhs and formed 41*2 per cent, of the total 
revenue against 36*4 per cent, in 1950-51. Though State 
Excise continued to be the highest single source of 
revenue, its quantum fell from Rs. 2,13-16 lakhs in 
1950-51 to Rs. 2,604 lakhs and it formed only 17 
per cent, of the total revenue as against 20*7 per cent, 
in 1950-51. Income-tax continued to be the second 
highest source, and though the receipt increased from 
Rs. 1,42*14 lakhs to Rs, 1,56*93 lakhs, its percentage felP 
slightly from 13*8 to 13. Sales-tax outstripped Land 
Revenue and Forests and amounted to Rs. 1,26*40 lakhs 
or 10*6 per cent, of the total revenue against Rs. 1,03*37 
lakhs or 8*6 per cent, for Land Revenue and Rs. 97*01 
lakhs or 8*1 per cent, for Forests. The total grant-in-aid 
under article 275 of the Constitution and the first 
proviso to that article amounted to Rs. 7 lakhs and this 
constituted 6 per cent, of the total revenue. Stamps 
came next with a receipt of Rs. 68-96 lakhs of 5*8 
per cent. Receipt from other taxes increased to Rs 17*15 
lakhs and this formed 1*4 per cent, of the total revenue. 
Agricultural Income-tax outsripped Registration and 
amounted to Rs. 12*91 lakhs or 1 per cent, of the total 
revenue against Rs. 12-10 lakhs for Registration. Receipt 
from Jute Export Duty remained stationary at Rs, 5 
lakhs and this formed only 4 per cent, of the total 
revenue. Irrigation showed a plus receipt of Rs. 2*33 
lakhs or -2 per cent, after a series of minus receipts. 


the States’ share Orissa’s quota was fixed at 3*5 per 
cent, against 3 per cent, under the Deshmukh award. 
As a result, the receipt from Income-tax increased from 
Rs. 1,56*93 lakhs or 13 per cent, in 1951-52 to Rs 2,07*43 
lakhs or 16*9 per cent, in 1952-53. Receipt from Income- 
tax, therefore, became the highest source of the State’s 
revenue, followed by Excise which fell from Rs. 2 00*40 
lakhs or 17 per cent, in 1951-52 to Rs. 1,80*62 lakhs or 
14*6 per cent, in 1952-53 on account of opium rationing 
and extension of prohibition, Sales-tax continued to be 
the third largest source of revenue and accounted for 
Rs. 1,28-30 lakhs or 10*4 per cent, of the total revenue. 
Land Revenue was relegated to the fourth position with 
a receipt of Rs. 117-60 lakhs or 9-5 per cent, of the 
total revenue. The grant-in-aid under the substantive 
provision of article 275 of the Constitution was increas¬ 
ed from Rs. 40 lakhs to Rs. 75 lakhs on the recom- 
mendation of the Finance Commission and this along 
W'HV u sum of Rs. 22 lakhs under the first proviso 
to that article increased the total statutory grant-in- 
aid to Rs. 97 lakhs which formed 7-8 per cent, of the 
i? tal 0 J^ et ? u , e ; Receipt Forests came next with 

Rs. 86*79 lakhs or 7 per cent, of the total revenue 
S tamps accounted for Rs. 76*26 lakhs or 6*2 per cent' 
tote 1 revenue. Orissa was given 4*22 per cent. 
°J State s share of 40 per cent, of the net proceeds 
of Central Excise Duty on tobacco, matches and vege¬ 
table products on the recommendation of the Finance 
Commission. So for the first time the State received a 
su ^} Rs ’ lakhs from this source in 1952-53 

which formed 6 per cent, of the total revenue. Receipts 
from other taxes amounted to Rs. 15*77 lakhs or 1*3 
per cent, of the total revenue. This was followed by the 
receipt from Jute Export Duty, which was raised to 
Rs. 15 lakhs by the Finance Commission and this 
/' 2 per cent *. of th e total revenue. Receipt 
pfo g 1 ls ^ r ^ tl0n , remained practically stationary at 
Rs. 12 d 2 lakhs, which formed only *9 per cent, of the 

from fron Jn^ ultural Income-tax fell 

from Rs. 12-91 lakhs in 1951-52 to Rs. 6*58 lakhs on 
account of the abolition of the zamindary estates and 
this formed only *5 per cent, of the total revenue. Irri¬ 
gation showed a nominal plus receipt of Rs. 2 thousand 
Mainly on account of the increase in the share of Income- 

Cpnfr»i d p UtG E ?P°/ t Du i^ addition of the share fSm 
and increase in the receipt from 
Sales-tax, the total tax revenue increased from Rs. 7 03*22 
to Rs ' 8 » 33 ’ 80 lakhs in 1952-53 and it 
67*5 per cent, of the total revenue as against 

R ^ 8 4 93 9 i en l‘ wih 1 + 51 "-E 2 ‘ The n °n-tax revenue fell from 
32 *5 4 np 3 r 2 Lnf kh f lu Rs * 4,01*79 lakhs and constituted 
32 5 per cent, of the total revenue as against 41*2 

froinRs n J h T l he t0tal ^venuf increased 

from Rs, 11,96*43 lakhs to Rs, 12,35*59 lakhs and this 

gainst reV “ Ue in 1936 ' 37 aS 


budget estimates for the current year 
whiri^h? MfiT, 6 ha ? w ee u estimated at Rs. 13,56-89 lakhs 
cent ‘ h, S. her than the revenue of 1936-37. 
Sl u L°| ln 1S ’ ta ^ rev ? nue ls estimated at Rs. 8 05-72 lakhs 
nr An a per cei i*' anc * non-tax revenue at Rs. 551-17 lakhs 

fakt> 0 c 6 n? e id n nt The e ? tlmate for income-tax is Rs. 2,00-29 
lakhs or 14-8 per cent, against Rs. 2,07-43 lakhs or 16-9 

I? C ?58-04 T n he es ^ ate for State Excise 6 ls 

Rs. 1,80-62 lakhs or f l/ 1 per ^cent^ln 1952 5? 
The lower estimate is due to extension of optem ratten! 

Rs" fl6 - 0 r?^h, UOn ' « T R he estimate for E tax is 
lakho n l akhs or 8-6 per cent, against Rs. 1,28-30 
lakhs or 10.4 per cent, in 1952-53. This lower estimate 

artide 296 t oLh Pe r at n°rt°t the r restrictive Provisions of 
a I ' R 2 . 9 G , °, £ „ J 0 e , C .°, sl( u 0n • Land revenue is estimat- 
ed at Rs. 1,19 28 lakhs or 8*8 per cent., which is higher 
? ax * Grant-in-aid ls estimated at Rs 112 

rniicle°275 1 °?nkh cons ^ in ? of Rs. 75 lakhs under 

Rs ’ * 21 lakhs , un der its first proviso and Rs 

bv thp h FintnPp in r ry e . du . cati °n grant as recommended 
F , manc A e Commission. The receipt from Forests 

7-fnI^ at ! d f at a . hl ? h * r of Rs. 1,05*75 lakhs or 
L*Q% r £! nt * agamst Rs * 86 ' 79 lakhs or 7 ppr cent in 
1952-53. Stamps are estimated to yield Rs. 77*67 lakhs 
°r 5:7 per cent, and Central Excise at Rs 74 * 39 lakhs 

:' *°. lairns or l 3 per cent. Agricultural Income tav 
hlfihcr figure of Rs. 15-01 lakhs or 1 • 1 

Jutp Fvnnrt h r> h 1 expGcta . tlon of better arrear collections, 
Export Duty remains constant at Rs. 15 lakhs 

rG ™ ain p 0 ractica,1 y stationary 
wim a receipt of Rs. 12*25 lakhs or *9 per cent IrriVatinr, 

lakh XPeCted t0 Sh ° W 3 sma11 surplus receipt of Rs. *77 


The recommendations of the Finance Commission 
came into effect from 1952-53. These brought about 
several changes in the composition and relative propor¬ 
tion of the various components of the State revenue 
The divisible share of the States from Income-tax was 
increased from 50 per cent, to 55 per cent, and out of 


* he * evenue estimate of Rs. 13,56*89 lakhs during the 
currenf year assumes a grant of Rs. 1,65-76 lakhs Vom 
the Centre on account of the Five-Year Plot? cCu 0m 
including about Rs. 65-76 tekhfor GMF Scheme? 
Any variation in the actual receipt of this erantwlli 
bring about corresponding variation in the estimated 
revenue for the year. estimated 
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33. Statement VIII contains a detailed analysis of the 
resources transferred from the Centre through devolution 
of revenue and grants and the proportion which they 
form of the total revenues of the State. As would be 
seen from the statement, a total amount of Rs. 51*61 
lakhs was transferred from the Centre in 1 §36-37, which 
formed 30*3 per cent, of the total revenue of the Pro¬ 
vince. Out of this the provincial share of income-tax 
under section 138 of the Government of India Act 
amounted to only Bs. 57 lakh, the share of Jute Export 
Duty under section 140(2) of the Government of India 
Act amounted to Rs. 1*04 lakhs and Rs, 50 lakh consti¬ 
tuted as grant under section 142 of the Government of 
India Act of which a sum of Rs. 40*5 l^khs was intended 
to cover the expected deficit in the budget and Rs. 9*5 
lakhs as a non-recurring grant for some specified pur¬ 
poses, namely Rs. 5 lakhs for the establishment of the 
Famine Fund, Rs. *5 lakh for opening the Road Fund, 
Rs. 2 lakhs for purchase of initial equipments and Rs. 2 
lakhs to form the opening balance of the Province. The 
receipt from the Centre during 1938-39 amounted to 
Rs. 46*92 lakhs, which formed 25*8 per cent, of the total 
revenues of the Province. This was composed of Rs, 3 
lakhs a share of income-tax, Rs, -92 lakh as share of 
Jute Export Duty, Rs. 40 lakhs as permanent subvention 
and Rs. 3 lakhs as additional subvention for the building 
fund. The total receipt during 1939-t4G amounted to 
Rs. 49*50 lakhs which formed 26*3 per cent, of the total 
Provincial revenue. Its composition remained the same, 
namely Rs. 5*58 lakhs as share of income-tax, Rs. *92 lakh 
as share of Jute Export Duty, Rs. 4 lakhs as subvention 
and Rs. 3 lakhs as additional subvention for the building 
fund. The receipt from the Centre amounted to Rs. 1,11*57 
lakhs in 1945-46 and it formed 30*9 per cent, of the 
total revenue. In addition to the usual pre-war receipts 
from Income-tax (57*50), Jute Export Duty (1*01) and 
subvention (40), a sum of Rs. 13*06 lakhs was received 
during the year as grant for Grow More Food Schemes, 
which the Centre started giving during the war period. 
The total receipts from the Centre during 1946-47 in¬ 
creased to Rs. 2,20-24 lakhs, which formed 47-8 per cent, 
of the total Provincial revenue. The increase was princi¬ 
pally due to the receipt of Rs. 100*37 lakhs as post-war 
development grant. The receipt from Income-tax increas¬ 
ed to Rs. 59*74 lakhs, that from Jute Export Duty 
increased to Rs, 2*01 lakhs, and the grant for Grow More 
Food Schemes increased to Rs, 18*12 lakhs, while the 
subvention remained stationary at Rs. 40 lakhs. The 
total receipt from the Centre during 1949-50 amounted 
to Rs, 3,66*41 lakhs, which formed only 33-9 per cent, 
of the total revenue as against 47*8 per cent, in 1946-47. 
In addition to the usual pre-war receipts, a sum of 
Rs. 1*58 lakhs was received as rehabilitation grant, a sum 
of Rs. 27*00 lakhs as Grow More Food grant, a sum of 
Rs. 1,24*95 lakhs as post-war development grant, a sum 
of Rs, 20 lakhs as grant for capital construction at 
Bhubaneswar and a sum of Rs. 8*53 lakhs as Government 
of India’s share of election charges. The receipt from 
Income-tax share increased to Rs. 1,37*22 lakhs, while 
that from Jute Export Duty to Rs. 7*13 lakhs. Subvention 
remained stationary at Rs. 40 lakhs. 

The total receipt from the Centre during 1950-51 fell 
to Rs, 3,25*53 lakhs, which formed only 31*6 per cent, of 
the total revenue. The grant for rehabilitation of the 
displaced persons increased to Rs. 47*75 lakhs and that 
for Grow More Food Schemes increased to Rs. 54-64 
lakhs. The receipt frort* Income-tax increased to 
Rs. 1,42-14 lakhs, while that from Jute Export Duty fell 
to Rs. 5 lakhs. A provisional payment of Rs. 16 lakhs 
was made during the year as federal revenue gap pay¬ 
ment, which has to be adjusted against Orissa’s share 
of 50 per cent, of the net Income-tax receipts from the 
ex-State areas as explained earlier. Besides a sum of 
Rs, 20 lakhs was received from the Government of India 
which was the second instalment of the grant for Capital 
Construction. 

The total receipt from the Centre during 1951-52 
amounted to Rs, 3,33-30 lakhs, which was only 27*9 
per cent, of the total revenue. The receipt from Income- 
tax increased to Rs. 1,56*93 lakhs while those from Jute 
Export Duty and subvention remained stationary at 
Rs. 5 lakhs and Rs. 40 lakhs respectively. Rehabilitation 
grant fell to Rs. 7*71 lakhs only while the Grow More 
Food grant increased to Rs, 59*25 lakhs. The provisional 
payment against federal revenue gap amounted to 
Rs. 7*44 lakhs only, A sum of Rs. 30 lakhs was received 
for the first time under the first proviso to article 275. 
A sum of Rs, 20 lakhs was received as the third ins¬ 
talment of the Capital Construction grant and a sum of 
Rs. 6*69 lakhs as Centre share of Election charges. 

The total receipt from the Centre during 1952-53 
increased to Rs, 5,11*29 lakhs which formed 41*4 per cent, 
of the total receipts of the State. The increase was main¬ 
ly due to the recommendations of the Finance Commis¬ 
sion. Receipt from Income-tax increased to Rs. 2,07*43 
lakhs and that from Jute Export Duty increased to 
Rs. 15 lakhs. The grant-in-aid under article 275 increas¬ 
ed to Rs. 75 lakhs, while that under the first proviso 
to that article fell to Rs. 22 lakhs. Rehabilitation grant 


fell to Rs. 5*26 lakhs and Grow More Food grant to 
Rs. 53-32 lakhs. The provisional receipt against federal 
revenue gap payment amounted to Rs. 17 lakh only 
Other grants amounted to Rs, 58*99 lakhs which included 
Rs. 47 lakhs as the final grant for Capital Construction, 
Rs. 3*05 lakhs as grant for adult education, Rs. 2*10 
lakhs as Centre’s share of election charges, Rs. 6*50 lakhs 
as grants for Community development project and Rs, *3 
lakh as contribution for key village scheme. A sum of 
Rs, 74*12 lakhs was received for the first time of the 
State’s share of the Central excise duty under article 
272. 


The estimated receipt from the Centre during the 
current year is Rs. 6,47*57 lakhs which accounts for 47*7 
per cent, of the total revenue. This consists of Rs. 2,00*29 
lakhs as share of Income-tax, Rs. 15 lakhs as Jute 
Export Duty,, Rs. 74-39 lakhs as Central excise duty, 
Rs. 75 lakhs as grant-in-aid, Rs. 16 lakhs as grant-in-aid 
for primary education, Rs. 21 lakhs as grant under the 
first proviso to article 275, Rs. 33*32 lakhs as rehabilita¬ 
tion grant, Rs. 65*76 lakhs as Grow More Food grant, 
Rs. 11*59 lakhs as arrear payment for federal revenue 
gap and Rs. 35*22 lakhs as other grants including 
Rs. 33*41 lakhs for Community Projects and Rs. 1*81 
lakhs for election charges. Besides, a grant of Rs. 100 
lakhs has been assumed for the Five-Year Plan schemes 
excluding the Grow More Food Schemes, though as 
explained earlier, the exact amount of payment by the 
Centre for the Five-Year Plan Schemes is still under 
discussion,, 

34. Statement IX gives the more important items of 
non-tax revenue, their trends during the different periods 
and their share of the total tax revenues of the State. 

As would be seen from the Statement, the main items 
of non-tax revenue are receipts from forests, irrigation, 
various grants from the Centre, tolls and fees and other 
receipts of a miscellaneous nature,,In the detail analysis 
of the revenues of the State, the trend of receipts from 
these items and their relative proportion of the total 
revenue have already been explained. The reasons for 
variation in receipt from these items during the different 
periods have also been furnished in the relevant sections. 


35. In the foregoing analysis of the revenues of the 
State, the trend of revenue from principal taxes has 
already been indicated. The explanation for the trends 
has also been furnished, wherever necessary. As regards 
the future prospects, it may be stated that the four 
main pillars of purely provincial sources of revenue 
during the pre-war and war periods, namely Land 
Revenue, Excise, Forests and Stamps, which were 
considered as stable and almost impregnable, have be¬ 
come unstable and open to very serious attacks in the 
post-war setup In view of the policies and programmes 
undertaken by the national Government and may even 
tumble completely in the near future. With the abolition 
of the zamindaries and all other intermediary interests 
in land and establishment of Anchal Sasans in their 
places, land revenue may completely be transferred to 
the Anchal Sasans, along with some of the present liabili¬ 
ties of the State Government in the developmental field. 
There is also a growing demand for abolition of land 
revenue completely and substitution of an agricultural 
income-tax in its place on a more scientific basis. In any 
case, the future of this source of revenue is uncertain 
and it cannot now be relied upon as a principal source 
of revenue for the State Government. Though revenue 
from State Excise increased considerably during the war 
and post-war periods, there is now a tendency for 
contraction of revenue from this source as would be 
evident from the fact that from the peak of Rs. 2,13-16 
lakhs reached in 1950-51, the revenue from this source 
fell to Rs. 1.80*62 lakhs in 1952-53 and is estimated at 
Rs. 1,58-04 lakhs in 1953-54. This is bound to be a 
diminishing source of revenue with the progressive 
reduction in the consumption of opium under the inter¬ 
national agreement and the gradual extension of the 
policy of prohibition to which the present Government 
stands committed, The revenue from non-judicial stamps 
is likely to fall with the abolition of the zamindaries, 
while revenue from judicial stamps is likely to fall with 
the delegation of more judicial powers to Panchayats 
and the contemplated reform of the present costly system 
of judicial administration in the country. Though forest 
revenue showed a steady increase during the war and 
the post-war periods owing to better price for the forest 
produce during the war and by the addition of more 
forest areas to the State after merger, a lot of capital 
outlay would be necessary to keep up the revenue from 
this source. The reckless exploitation during the war 
years has to be set right and the forests have to be 
regrown and developed on scientific lines to yield ade¬ 
quate returns. The ex-State forest areas have yet to be 
properly surveyed and scientifically planned and develop¬ 
ed. Though Registration is a minor source of revenue, 
the receipt from this source is also likely to be affected 
with the abolition of the intermediary interests in land. 
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The new post-war sources of State revenue, namely 
general sales tax, sales tax on motor spirits, motor 
vehicles taxation, agricultural income-tax and entertain¬ 
ments tax are also likely to show a diminishing return 
in the near future on account of the policies and pro¬ 
grammes adopted by the Central and the State Govern¬ 
ments. The restrictive provisions of article 286 of the 
Constitution have been estimated to cause a loss of 
Rs. 72 *37 lakhs roughly in the general sale tax revenue. 
Though the recent decision of the Supreme Court regard¬ 
ing the States’ power to tax the non-resident dealers may 
partly recoup this loss, it cannot be made good fully. 
The rates of the tax in the State at present are among 
the highest and there is no prospect of increasing the 
rates any further. The exemption list is the barest 
minimum and there is a clamour for further exemptions 
and upward revision of the free turnover limit. It may 
be necessary and expedient to allow certain further 
concessions to the assessees to remove their present 
discontent, which will have the effect of reducing 
revenues still further. Proposals regarding a thorough 
reorganisation of the department and the appointment 
of an independent appellate tribunal are now under 
examination, which, when implemented, may add to 
the cost of collection substantially. Besides any likely 
recession in trade and business in the near future will 
have a definite tendency of contracting revenue from 
this source. The fall in revenue on account of the restric¬ 
tive provisions of Article 286 of the Constitution has 
been arrested so far by increase in the rates of luxury 
goods, a drastic curtailment of the list of exemptions 
and by arrear collections, but its effect is bound to be 
felt in the near future. Expansion of revenue by general 
improvement in trade and industry and the standard of 
living of the people will take time and cannot cushion 
off this fall immediately. Hence the future of this 
important source of revenue is still uncertain. Revenue 
from Agricultural Income-tax has already shown a 
tendency to fall with the partial abolition of the zamin- 


thoroughly revised and enhanced substantially with 
effect from the 1st January 1950 by an amendment to 
the Original Act. A general Sales tax was levied with 
effect from the 1st October 1947, The rates of the tax 
were substantially increased by an amendment to the 
Act, during 1950. In view of the deteriorating financial 
position of the State and with a view to meet partially 
the loss occasioned by the restrictive provisions of article 
286, the rates were increased further in 1951 and a large 
number of articles were placed in the higher rates 
groups. The list of exemptions was drastically curtailed 
and certain concessions allowed to the manufacturers 
were withdrawn. The increase in rates and the with¬ 
drawal of the concessions had to be resorted even at 
the risk of retarding the industrial development of the 
State. 

A specific Sales tax at the rate of two annas per gallon 
on the sale of motor spirits was levied with effect from 
the 1st April 1947 by the Orissa Motor Spirits (Taxation 
on Sales) Act, 1946. The rate of the tax was increased 
to six annas per gallon with effect from the 1st April 
1949. 

The Orissa Agricultural Income Tax Act was passed 
in July 1947 and the taxing provisions of the Act came 
into operation with effect from 1948-49. The rates of the 
tax were thoroughly revised and were made steeply 
progressive during 1950-51. The present rates of this 
tax are believed to be the highest in India. After a total 
agricultural income of Rs. 35,000, the rates of the tax 
were made equal to the combined rates of income-tax 
and super-tax on non-agricultural income. 

Among the existing taxes, the rates of Excise Duty 
and retail prices of country spirits, ganja, bhang and 
opium were increased and the rates of duty on foreign 
liquor and gallonage fee were increased with effect from 
1947-48. 


daries and when all the intermediary interests are 
abolished in the near future, revenue from this source 
may almost be negligible. Besides there is a likelihood 
of this source of revenue being ultimately transferred 
to the Anchal Sasans completely. There is the possibility 
of the revenue from the motor vehicles taxation and 
sales tax on motor spirits falling as a result of the 
implementation of the recommendations of the Motor 
Vehicles Taxation Enquiry Committee. Similarly if the 
recommendations of the Film Enquiry Committee are 
accepted, revenue from entertainments tax is likely to 
fall substantially. Though the share from the Estate Duty 
is likely to add to the revenues of the State in the 
near future, obolition of the zamindaries may seriously 
affect the yield as far as agricultural estates are con¬ 
cerned. 

36. The efforts made at different periods to increase 
tax revenue by increasing the rates of the existing taxes 
or by imposing new taxes and the origin and progress 
of the more important taxes have been indicated in the 
relevant sections of the memorandum. A brief resume of 
the position is given here. As already explained, it was 
not possible to impose any new taxes during the pre¬ 
war period. It was, therefore, necessary to resort to 
retrenchment and consequent lowering of the standards 
of administration and social services for balancing the 
budget during this period. For meeting capital expendi¬ 
ture and budget deficits generally loans had to be taken 
from the Central Government. No new taxes were also 
levied by the Provincial Government during the period 
of the war. Among the existing taxes, the rates of duties 
on several excisable articles were increased with effect 
from 1940-41 and a surcharge of 25 per cent, was 
imposed on the stamp duties and the court-fees with 
effect from 1945-46. The obvious object in increasing 
these rates was to augment the provincial revenues, 
which had to undergo heavy strain on account of the 
mounting cost of administration during the war period 
Increased reliance had also to be placed on greater 
Central grants, subsidies and loans to meet the extra 
cost imposed on the provincial administration by the 
measures and the policies pursued in accordance' with 
the directives issued by the Centre from time to time 
But as these measures were not adequate, further 
retrenchment and lowering of the scales of pay and 
allowances had to be resorted to on the recommenda¬ 
tions of the Retrenchment Committee. The purpose was 
mainly to maintain the solvency of the Provincial 
Government by balancing the Budget. No anti-infla¬ 
tionary measures were directly undertaken by the Pro¬ 
vincial Government during the period, beyond popularis¬ 
ing the National Savings Campaign launched by the 
Centre 

During the post-war period, however, several new 
taxes were imposed and the rates of some of the existing 
taxes, duties and fees were increased not only to meet 
the cost of the various development plans, but also to 
mop up the surplus purchasing powers in the hands of 
the people with a view to checking inflation. A tax on 
Entertainments was levied for the first time with effect 
from the 1st April 1947. The rates of this tax were 


The surcharge on stamps and court fees which was 
levied at 25 per cent, in 1945, was increased to 50 
per cent, in 1951 by the Orissa Stamp (Surcharge 
Amendment) Act, 1951 and the Orissa Court Fees (Sur¬ 
charge Amendment) Act, 1951 respectively. 

The rates of Motor Vehicles Taxation were thoroughly 
revised and increased with effect from the 1st January 
1949 by the Orissa Act XVI of 1948 and the Bihar and 
Orissa Motor Vehicles Taxation Act (Orissa Amendment) 
Act, 1948. 

Appendix ( B’ gives the present rates of some of the 
important taxes, Simultaneously with the increase in 
the rates of the existing taxes and imposition of new 
taxes, the State Government have also taken steps to 
increase the water rates, cesses, registration and licence 
fees considerably during the post-war period. The rate 
of toll on the carriage of jute in the canals has been 
considerably increased with effect from 1951 and tolls 
have also been imposed on the vehicular traffic on some 
of the new bridges constructed by Government. A cess 
is also being levied shortly for the development of the 
mining areas in the State, Proposals for the imposition 
of a surcharge on land revenue and a sales tax on 
motor freights and fares were considered by Government, 
but were abandoned owing to administrative difficulties 
Proposals for increasing the irrigation rates still further 
and imposing a betterment levy are under consideration. 

Tax proposals In connection with the Five-year Flan 

37. According to the financial programme in respect 
of the State Plan, Orissa was expected to raise Rs 2*90 
crores as additional resources for the Plan as indicated 
below : — 


(«) Land Revenue 

0*08 

(b) Estate Duty .... 

0*50 

(c) Betterment levy 

. 0*26 

(d) Irrigation .... 

0*40 

(tf) Sales tax .... 

0* 04 

(/) Miscellaneous .... 

1 * 74 

U) Agricultural Income-tax 

—0* 12 

Total 

2*90 


The State Government have, in the meantime, made 
a re-assessment of their resources and while they still 
hope that the additional resources would be raised dur¬ 
ing the Five-year period, the following comments and 
difficulties relating to them in the light of later ex¬ 
perience have been communicated to the Planning Com¬ 
mission : — ° 

(a) Land Revenue .—It was expected that during the 
plan period an amount of Rs. 30 lakhs would be avail- 
able from surcharge on land revenue. While reviewing 
the position in July 1952, the State Government came 







to the conclusion that on account of certain difficulties 
it was not possible to levy a surcharge on land revenue 
for the time being. However, on account of the Settle¬ 
ment operations going on in certain ex-State areas, it is 
estimated that an additional revenue of Rs. 8 lakhs would 
be raised in Five-years. 

It is a fact that the rates of land revenue in some 
areas of the State are comparatively low. Any attempt to 
raise land revenue will, however, be met with consider¬ 
able opposition at the present moment. The Land 
Tenure and Land Reforms Committee seriously consi¬ 
dered this tendency in the agrarian field and suggested 
certain remedies like decentralisation of land revenue 
so as to make the people committed to paying the tax. 
This recommendation has been followed in the recent 
Anchal Sasan Bill, which has been introduced in the 
State Legislature. The Bill seeks to make the local 
people interested in the income from land revenue and 
thereby ultimately providing for a reasonable assess¬ 
ment of land revenue in all the areas. This process will 
admittedly be slow in working out, But it is felt that 
if an adequate immediate return is given to the culti¬ 
vator, he will not be unwilling to pay a suitable sur¬ 
charge on land revenue, The Government are considering 
whether ear-marking of a certain percentage of the 
land revenue for immediate improvement of irrigation 
sources in the rural areas would not make it possible for 
them to ask the villagers also to contribute an equal 
percentage of surcharge on the land revenue, the two 
together providing the resources to immediately imple¬ 
ment a scheme of irrigation extension. It is felt that 
this may be one form of surcharge which can be pushed 
through without serious opposition. So far as increase in 
the land revenue is concerned, the State Government 
cannot ignore the fact that the introduction of agricul¬ 
tural income-tax, which imposes an additional burden 
on the land owners, and the introduction of the personal 
and property tax, under the Grama Panchayat Act which 
has been enacted by the State Government, already 
provide a system of taxation of the agriculturist in the 
rural areas and take away a fair part of his income. 
Land revenue, as such, loses considerable significance 
and any proposal to increase its rates, has to take into 
account the burden that these taxes impose on the 
agriculturists. 

(b) Estate duty ,—It was originally estimated that the 
additional revenue from this source would be Rs. 50 
lakhs. No additional revenue under this head has 
materialised so far. The State Government are hoping 
that the additional revenue estimated under this head 
during the five-year period will be raised on account 
of the recent legislation. 

(c) Betterment levy ,—The State Government intimated 
to the Planning Commission that an additional revenue 
of Rs. 26 lakhs would be available on this account dur¬ 
ing the five-year period. The principle of making such 
a levy has been accepted by Government but the details 
are still under their consideration and there has been 
no addition to revenue on this account so far. The 
principal source of betterment levy, so far as this State 
is concerned, will be the irrigation facilities offered by 
the Hirakud Project, but unless that Project is com¬ 
pleted and irrigation facilities are actually provided, any 
additional revenue on this account will not materialise, 
The Committee that was appointed by the Hirakud 
Control Board to examine this question has completed 
its report on the subject which will soon be considered 
by the State Government. Thereafter the State Govern¬ 
ment propose to sponsor necessary legislation. While any 
revenue from betterment levy, which may be imposed 
on areas to be benefited by the Hirakud Dam Project, 
will not materialise during this five-year period, it is 
not unlikely that the State Government may be in a posi¬ 
tion to raise additional revenue from betterment levy 
that they might decide to impose on areas benefited by 
other medium and minor irrigation projects executed 
during this period. Government are considering the crea¬ 
tion of a suitable agency to avaluate the results of imple¬ 
mentation of various irrigation schemes in the State so 
that they would be in a better position to assess the 
extent to which betterment levy could be imposed in 
different areas. They are, however, hopeful that during 
the last two years of the Plan period, they may be 
able to raise the estimated amount of Rs. 26 lakhs from 
this source. 

(d) Irrigation cost and i water rates .—The Planning 
Commission were informed that an additional revenue 
of Rs, 4 lakhs would be realised during the five-year 
period from water rates, Although the additional revenue 
on this account in 1951-52 and 1952-53 was nil, it is hoped 
that the amount would be raised during the plan period. 

The only irrigation scheme worth mentioning in Orissa 
at present is the Rishikulya Canal Scheme which irri¬ 
gates about a lakh of acres of land. In some of the 
coastal districts of Orissa like Cuttack and Balasore 
there is canal system of irrigation, but these canals 
have been lying neglected and, as such are doubtful 
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sources of irrigation at present. The State Government 
have accepted the principle that once assured irrigation 
benefits are provided, reasonable water taxes should be 
imposed on the people and no dis-inclination on the 
part of the people to pay such a tax, provided the rate 
is reasonable and the water is supplied to them when 
required, should be countenanced. One of the sources of 
irrigation taxation which has not so far been tapped 
by the State Government, is the irrigation facilities 
maintained by Government in the Khasmahal and 
Raiytwari areas in some of the districts. With the 
improvement of some of these sources under the Minor 
Irrigation programme, reasonable irrigation rates can be 
demanded. In respect of most of these Minor Irrigation 
Projects, considerable assistance is given by the villagers, 
who stand to be benefited by the implementation of these 
schemes and any proposal for imposition of irrigation 
rates and water taxes in respect of these sources of irri¬ 
gation, can not ignore this element of contribution of the 
villagers in the implementation of the schemes. Govern¬ 
ment are also considering whether it would not be better 
to allocate village irrigation sources to Gram panchayats 
for maintenance with the right to collect an irrigation 
charge. Schemes extending over the jurisdiction of more 
than one panchayat would, under the Anchal Sasan Bill, 
be handled by the Anchal Sasan. Necessary provision 
exists in this proposed legislation to enable the Anchal 
Sasan to raise water rates. The State Government feel 
that in these directions should be sought the solution 
of the problem of providing for the proper maintenance 
of these irrigation sources and levying a reasonable tax 
on these sources for their maintenance and improvement. 
Though this may not reflect immediately in the overall 
capital available for the Five-year Plan, it will set in 
motion gradually an agrarian revolution with enormous 
ultimate benefits to the rural areas. 

So far as the increase in the existing water rates is 
concerned, it may be pointed out that the State Govern¬ 
ment had made an upward revision of these rates in 
1949 when the existing rates were almost doubled. The 
questions whether the rates would bear further upward 
revision is at present under examination and after a 
decision is taken, it would be possible to assess how far 
the additional revenue contemplated under this head 
would materialise. .• 

The Committee set up by the Hirakud Control Board 
to go into the question of betterment levy of the areas 
to be benefited by the Project has also considered, at 
length, the question of imposing water rates in those 
areas and their proposals will shortly be considered by 
Government. But as pointed out earlier, any income that 
may accrue, from the water rates to be imposed in these 
areas, will come only after the completion of the project 
and not during the Plan period. 

(e) Sales tax .—The additional revenue under this head 
was estimated at Rs, 40 lakhs during the five-year period. 
In 1951-52, the additional revenue was Rs. 31'49 lakhs 
over the 1950-51 level. In 1952-53 the increase was by 
Rs, 32T2 lakhs over 1950-51 level. But as explained 
earlier the future of this source of revenue is very un¬ 
certain. 

Steps have already been taken in the State to improve 
the administration of sales tax. Proposals are under way 
for appointment of an Appellate Tribunal to take away 
most of the appellate and revisional work of the exe¬ 
cutive authorities. The Collector of Sales Tax will be 
left free to actively supervise the work in the rural 
areas. A Special Intelligence Branch is being opened 
to keep check over evasion of tax and harrassment of 
small dealers. In addition, a centra] section is contem¬ 
plated to help in catching evasion of tax by outside 
dealers, especially after the interpretation of Article 286 
of the Constitution by the Supreme Court. Further 
strengthening of the Department of Commercial Taxes 
is contemplated by the appointment of a Commissioner 
of Sales Tax. It is hoped that with these measures, the 
work will be tightened up sufficiently to prevent evasion 
on a large scale. So far as is within their, power the State 
Government will substantially strengthen the controls, 
but so far as the question of wider coverage of sales tax 
is concerned, it depends, to a very large extent, on the 
co-operation of the Government of India, Already a large 
number of articles has been removed from the taxable 
field of the State as essential commodities. Though a 
concession has been given that existing taxes on those 
articles will continue, the Central ' Government have 
substantially restricted the freedom of the States to 
alter taxation to suit changing conditions. The history 
of sales tax legislation during, the past few years will 
indicate the handicaps under which the State Govern¬ 
ments have been working. Article 286 of the Constitution 
curtails to a considerable extent, the rights of the States 
in the matter of levy of sales tax. The recent interpreta¬ 
tion of this article by the Supreme Court has, no doubt, 
to a certain extent, clarified the position and has given 
probably a little more power to the States. But even 
then the States have to work a taxing statute not know¬ 
ing in what way their powers will be curtailed by the 
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law courts and the Central Government. This position 
is not conducive to increasing the coverage of sales tax. 

The question whether a purchase tax should be im¬ 
posed in view of the recent interpretation given by the 
Supreme Court to Article 286 of the Constitution, is 
under consideration of the State Government, 

(/) Miscellaneous .—It was agreed in discussion with 
the Planning Commission that an additional revenue of 
Rs. 50 lakhs would be available during the five-year 
period. But subsequently the Planning Commission was 
informed that instead of Re. 50 lakhs additional resources 
to the extent of Rs. 1*74 crores would be available from 
the miscellaneous sources. The additional revenue from 
this source in 1951-52 was Rs. 55*52 lakhs and in the 
revised estimates for 1952-53, the additional revenue was 
Rs 29*93 lakhs. It is hoped that the additional revenue 
forecast of Rs. 174 crores under this head, would 
materialise. 

(g) Agricultural Income-tax .—At the time of discus¬ 
sion with the Planning Commission in May, 1951, it was 
agreed that an amount of Rs. 20 lakhs would be avail¬ 
able from the Agricultural Income-tax. The Planning 
Commission have, however, been subsequently informed 
that instead of the anticipated revenue of Rs. 20 lakhs 
there would be a decrease of Rs. 12 lakhs on account of 
the changed conditions occasioned by the abolition of the 
estates. 

Practice in regard to fiscal legislation 

38. The State Government have not adopt the practice 
of passing a Finance Act annually varying rates of 
different taxes along with the annual budget proposals 
as is the practice in the Centre and some States. The 
rates of the different taxes have been fixed by separate 
statutes and they can be altered from time to time by 
amendments to the original Acts or by notifications 
issued thereunder. This practice has not led to any 
serious difficulty so far. On the other hand it has the 
advantage of elasticity as the rates can be changed at 
any time of the year by amendments to the relevant 
Acts or by issue of more notifications under the respec¬ 
tive sections of the different Acts. Though in theory 
this may be opposed to the principle that a substantial 
portion of the public revenues should be derived from 
annual and temporary Acts in order to give a chance 
to the legislature to review the activities of the executive 
Government, yet in actual practice this objective is 
secured by the discussions on the demands for grants 
relating to various taxing departments. As rates of the 
various taxes or their ceilings have been fixed perma¬ 
nently, there is no occasion to have a multiplicity of 
Finance or Money Bills each year. On the other hand this 
practice obviates the risk that if the Finance Bill is 
thrown out the whole financial machinery would be 
dislocated and the Government’s position shaken. No 
change is, therefore, called for in the existing practice. 

Administration of the principal taxes and of the tax 
system generally 

39. The administration of each tax or group of taxes 
has been placed under a department of Government, 
which _ is called the administrative department. The 
administrative department is mainly concerned in laying 
down general policy regarding the administration of the 
tax and undertaking necessary legislation for the pur- 
pose in consultation with the Finance, Law and other 
concerned departments of Government. Detailed execu¬ 
tion of the policy and day to day administration of the 
tax is placed under a head of department, who is also 
the chief co-ordinating and supervising authority of the 
department. Under the head of department there are 
assessing and inspecting authorities of different grades, 
depending upon the nature of the tax to be collected 
and the manner of its collection. Appeals and revisions 
generally lie to departmental authorities, the head of 
department being the highest appellate or revising 
authority under the statute in most cases. But there is 
provision under some of the Acts for reference to the 
High Court. Collection of the tax is either made through 
the officers or the agents of Government or in the alter¬ 
native the parties are required to credit the amount of 
the tax due from them in the local treasury or send it 
by postal money order. In some cases like the Motor 
vehicles taxation and Entertainments tax, the amount 
is realised through revenue stamps. The following are 
the broad features of the administration of the main 
taxes in the State : — 

Land Revenue .—The various land revenue Codes and 
Acts empower the revenue authorities to fix the amount 
of land revenue, which is revised periodically by settle¬ 
ment through the settlement staff, except in the perma¬ 
nently settled areas, where the revenue has been fixed 
in perpetuity. These Acts and Codes also prescribe the 
various authorities for hearing and deciding appeals and 
objections during the course of land revenue settlement. 
Appeals are heard by revenue courts, of which the Board 
of Revenue is the highest authority. Recently the func* 
tions of the Commissioners of Divisions and the Mem 
ber, Board of Revenue have been combined under one 


authority with the creation of a three-member-Board of 
Revenue and the President and the Members of the 
Board of Revenue also function as Secretary and Addi¬ 
tional Secretaries to Government in the Revenue Depart¬ 
ment. Collection of revenue in the zamindary areas is 
made through the zamindars, while collection in the 
raiyatwari areas and Government estates is made 
through Tahasildars helped by a subordinate revenue 
collecting staff. The District Collector is ultimately 
responsible for all collection of land revenue. The set up 
has, however, undergone change recently by the aboli¬ 
tion of most of the permanently settled estates and 
some of the temporarily settled estates, Collection of rent 
is now made through the Anchal Adhikaris in the estates 
taken over by Government. 

Excise .—The State Government have full powers 
under the relevant Acts to direct levy of duty at such 
rates as they may prescribed on all liquor and intoxicat¬ 
ing drugs in the States’ list imported into or exported 
from or manufactured and sold in the State. Excise 
administration is also under the Revenue Department on 
Governmental level and one of the members of the 
Board of Revenue performs the functions of the Excise 
Commissioner assisted by a Deputy Commissioner of 
Excise. The District Collector is in formal charge 
of the excise administration assisted by a Superin¬ 
tendent of Excise and a post of subordinate excise staff 
such as Inspectors, Sub-Inspectors, Assistant Sub- 
Inspectors, petty officers, excise peons, etc. 

Commercial taxes (Sales tax, Agricultural Income-tax , 
Entertainments, tax and Sales tax on Motor Spirits ).— 
With the levy of Sales tax in Orissa in 1947, a separate 
Commercial Tax Department was started with the 
Collector of Commercial Taxes as the head of depart¬ 
ment and the Finance Department as the administrative 
department. The Collector of Commercial Taxes was also 
appointed as the Collector of Agricultural Income-Tax 
when this Act came into force in 1948. The other com¬ 
mercial taxes, namely, the Orissa Motor Spirits (Taxa¬ 
tion of Sales), Act and the Orissa Entertainments Tax 
Act were, however, placed under the Revenue Commis¬ 
sioner (now Board of Revenue) and the Finance Depart¬ 
ment was made the administrative department for these 
taxes also. All the commercial taxes were, however, 
transferred to the administrative control of the Revenue 
Department with the creation of a multi-member, Board 
of Revenue in 1951. In respect of the administration of 
the sales tax and the agricultural income-tax, the Collec¬ 
tor of Commercial Taxes still continues to be the head 
of department under the general supervision of the 
Second Member, Board of Revenue, who also functions 
as the Additional Secretary to Government in the 
Revenue (Commercial Taxes) Department. The Collector 
is assisted by 3 Assistant Collectors in the matter of 
appeal, general supervision and inspection both in respect 
of sales tax and agricultural income-tax. The State is 
divided into 12 circles out of which 11 are under Com¬ 
mercial Tax Officers and one under an Assistant 
Commercial Tax Officer. 3 bigger circles have Additional 
Commercial Tax Officers. Assessments are made by the 
Assistant Commercial Tax Officers, and above a certain 
limit, by the Commercial Tax Officers. Enquiries are 
made by Inspectors numbering 42. In cases relating to 
sales tax appeals from the assessment orders of the 
Assistant. Commercial Tax Officers and Commercial Tax 
Officers lie to the Assistant Collector. Against the appeal 
orders of the Assistant Collectors revision lies to the 
Collector and against his orders a second revision lies 
to the Second Member, Board of Revenue. On points of 
law reference is made to the High Court. In cases relat¬ 
ing to Agricultural income-tax appeals against the orders 
of the Assistant C. T. Os. and C. T. Os, lie to the Assis¬ 
tant Collector and against his orders a revision can be 
preferred before the Collector. There is no provision for 
second revision in such cases. Questions of law can, 
however, be referred to the High Court through the 
Board. There is now a proposal to appoint an appellate 
Tribunal to hear appeals in respect of both these taxes. 
The reorganisation of the entire Commercial Tax Depart¬ 
ment is also under consideration. 

In case of entertainments tax, a member of the Board 
of Revenue performs the functions of the head of depart¬ 
ment and the administration of the Act has been 
entrusted to the District Collectors. Its administration 
is quite simple as the rates have been laid down in the 
Act itself and collection is made by the entertainments 
houses by means of revenue stamps affixed to the tickets. 

A member of the Board of Revenue also functions as 
the head of department for the sales tax on motor 
spirits and the tax is administered by the Excise Depart¬ 
ment through the usual excise staff. 


Stamps.—Stamps are divided into two categories, non¬ 
judicial and judicial. The stamp duties and the court fees 
chargeable on all instruments have been prescribed in 
the Stamp Acts and Court Fees Acts respectively and 
they cannot be altered by executive action. Finance 
Department is the administrative department both in 



43 1 


respect of ‘stamps’ and ‘court fees’. The Board of 
Revenue is the head of department in respect of the 
former while the High Court more or less exercises the 
function of the head of department in respect of the 
later. The detailed administration has been entrusted 
to the subordinate revenue or judicial authorities as the 
case may be. 

Registration .—The Third Member, Board of Revenue, 
also discharges the functions of the Inspector-General 
of Registration, in respect of registration assisted by an 
Inspector, The District Collectors function as District 
Registrars and are assisted by District Sub-Registrars 
and Sub-Registrars. The State Government have power 
to alter the existing rates of taxation without approach¬ 
ing the legislature. 

Water rates on irrigation .—Water rates are administer¬ 
ed by the Works Irrigation Department and the Chief 
Engineer (Works and Irrigation). The rates can be im¬ 
posed or altered by executive orders and legislation is 
not necessary. 

Motor Vehicles Taxation .—The Transport Department 
is the administrative Department and the Inspector- 
General of Police acts as the head of department in res¬ 
pect of the administration of this tax. The District 
Superintendents of Police are the assessing and collect¬ 
ing authorities in their respective districts. The princi¬ 
ples of assessment and the rates of assessment have 
been laid down in the relevant statutes and as such the 
administration of the tax is simple. 

The cost of adiministration and collection varies from 
tax to tax, but it may be said generall that the cost of 
collection of all the taxes taken together is moderate 
as would be evident from the following figures : — 

The total expenditure on tax collection was 10 
per cent, of the total tax revenue in 1936-37. The 
percentage increased to the peak of 11*3 in 1938-39 but 
fell to 7 in 1945-46. It rose to 8 in 1946-47, but again 
fell to 6 in 1951-52. The expenditure was 7 per cent, of 
the total tax revenue in 1952-53, but according to the 
budget estimates for 1953-54, the expenditure would be 
9 per cent, of the total tax revenue. Broadly speaking 
the efficiency of administration of the older taxes is 
comparatively better than that of the newer taxes but 
on the whole, there is room for improvement. As already 
stated, efforts are being made to improve the efficiency 
of administration of the Commercial Taxes. In case of 
land revenue the recent reforms may bring about some 
dislocation and thereby affect collection. It would be a 
bolder experiment if it is ultimately decided to place 
its collection at the hands of the elected Anehal Sasans 
in view of the not too-happy experience of assessment 
and collection of local taxes by the elected bodies in the 
past. It may be necessary at least at the initial stages 
to keep proper safeguards in the hands of the Anehal 
Adhzkaris relating to assessment and collection of taxes 
entrusted to the Anehal Sasans. From the point of view 
of the tax-payer older taxes appear to have a greater 
advantage over newer taxes on the maxim that an old 
tax is no tax. It is probably for this reason that there 
is greater agitation against newer taxes like sales tax 
and agricultural income-tax than say for land revenue 
or income-tax. Attempts are, however, being made from 
time to time to remove, as far as possible, the reasonable 
grievances of the tax-payers by enhancing the tax free 
limit, liberalising the list of exemptions, arranging for 
quicker and better assessment, simplification of the pro¬ 
cedure of assessment, submission of returns and main¬ 
tenance of accounts, etc. 

In case of certain taxes a very large amount of tax 
revenue is in arrear. The arrear sales tax revenue on 
the 1st April 1953 was Rs. 54*47 lakhs out of which a 
sum of Rs. 29*93 lakhs was under certificates, a sum of 
Rs. 15*41 lakhs was covered by stay, penalty proceedings 
had been instituted in respect of a sum of Rs. 3*39 lakhs 
and for a sum of Rs. 5*75 lakhs action had yet to be 
taken. Similarly in case of agricultural income-tax the 
total arrear on the 1st April 1953 was Rs. 19*81 lakhs 
out of which the amount covered by certificates was 
Rs. 12*49 lakhs, by stay orders Rs. 3T7 lakhs, the amount 
under penalty proceedings Rs. *79 lakh and the amount 
for which action had yet to be instituted Rs. 3*36 lakhs. 
The arrear in case of sales tax was 48*6 per cent, of 
the total sales tax revenue for 1952-53 while that in 
case of agricultural income-tax was as high as 301*5 
per cent, of the receipt during 1952-53. The abnormal 
situation created by the abolition of the estates is pro¬ 
bably mainly responsible for heavy arrears in agricul¬ 
tural income-tax collection. The position, however, is 
very unsatisfactory and supports the general observa¬ 
tions made in the survey of public administration in 
India by Mr. Paul H. Appleby, The certificate procedure 
has apparently not proved satisfactory to meet the needs 
of the present day administration and too much leniency 
is probably being shown regarding stay of tax collection 
as pointed out by him. In any case the view held by him 
that there is much to be done yet in the matter of 


improving and perfecting the machinery of tax adminis¬ 
tration to maximise tax receipts and to minimise leakage 
appears to be correct. As stated earlier, steps are being 
taken by the State Government to reorganise the Com¬ 
mercial Tax Department with a view to speeding up 
assessment and appeals, enforce better supervision and 
check evasion and other malpractices. These measures 
will, no doubt, add to the cost of administration imme¬ 
diately, but may ultimately help bringing in more 
revenue by preventing evasion and leakage and expedit¬ 
ing assessment and collection. Steps are also being 
taken to audit receipts of important revenue earning 
departments through the Internal Audit Organisation of 
the State Government as it is not a statutory function of 
the Auditor General. 

In case of old taxes like land revenue and even cess, 
there is also considerable arrear of collection. The arrear 
of land revenue in 1949-50 was of the order of Rs. 32 
lakhs which was 32*6 per cent, of the total collection 
and in 1950-51 it was Rs. 35 lakhs or 33*8 per cent, of the 
collection. As regards cess, the arrear only in three 
out of 13 districts namely, Cuttack, Puri and Balasore 
amounted to Rs. 7 lakhs in 1949-50 and Rs, 7*5 lakhs in 
1950-51, According to Mr. Appleby this state of affairs 
is due to the overburdening of the Collector and diffusion 
of his responsibility. In his words “overburdening, 
understaffing and lack of stringent administrative 
evaluation of performance are generally characteristic 
of the Collector’s situation. Long failure to reassess, 
slowness in collecting and a situation at the village level 
hospitable to laxity and favouritism combine to make 
a highly unsatisfactory revenue picture. The Collector is 
so broadly responsible and overburdened that one of his 
two primary functions has suffered seriously. 

He is responsible to everybody for everything, though 
with varying degrees of clarity. No one can hold him 
responsible for anything in particular, and few facilities 
for checking his performances exist. He struggles 
valiantly in an outmoded structural situation. To be told 
that tax leakage may be 15 per cent, in the circum¬ 
stances, is no occasion for surprise In his opinion “it 
is of the highest priority that tax collection be made 
current, stringently enforced and carefully reviewed 
through a lateral hierarchy 

In cases of taxes like Motor vehicles taxation and 
Entertainments tax, arrears are practically negligible in 
view of simplicity of tax collection by means of revenue 
stamps. 

Tax evasion and tax avoidance 

40. Evasion and avoidance of tax is very small in cases 
of taxes like Motor vehicles tax when the number of 
assesses is small and there is an efficient checking staff, 
who make surprise check of all vehicles in each quarter. 
Theoretically the scope for evasion should also be 
comparatively small in cases of taxes like land revenue 
and agricultural income tax, for which public records 
are available to help in assessment. But these records 
lose much of their usefulness by not being up-to-date 
and assessment not being made in proper time. The 
scope for evasion and avoidance of tax dues is, however, 
very great in case of taxes like Sales tax, Entertain¬ 
ments tax and Excise. In case of Sales tax particularly, 
several methods of evasion are adopted by the dealers* 
The most common method is to bring and sell consign¬ 
ments out of account by resorting to the practice of 
booking goods to self or fictitious persons or bringing 
them as personal luggage and keeping no account of their 
sales. This practice is very common in bordering areas 
and when dealers on both sides of the border collude, 
detection becomes difficult. Another method frequently 
resorted to is to change the name and style of the 
firms as often as possible and declare dead or fictitious 
persons as owners, the real owners appearing as 
managers. Sometimes sales to unregistered dealers are 
shown as sales to registered dealers. Except for the 
first type of evasion, there are provisions in the relevant 
Acts to deal with other types of evasion, but the difficulty 
lies in enforcing the provisions. To cope with the grow¬ 
ing tendency of evasion and avoidance of Sales tax, 
steps are being taken to attach an intelligence staff to 
the Collector’s office, which will not only undertake 
surprise checks to detect evasion and avoidance of tax, 
but will also look for cases of corruption. This has be¬ 
come particularly necessary after enactment of Article 
286 of the Constitution, which gives much scope for 
avoidance of sales tax on Inter-State trade. The imposi¬ 
tion of a purchase taxes is also under contemplation 
to avoid this type of tax avoidance. The Sales Tax Act 
and the Central Income-Tax Act have also been suitably 
amended to enable exchange of confidential information 
among officers administering the two Act. There is also 
a proposal to amend the law suitably making penal 
provisions for punishment of tax-dodgers. In case of 
Entertainments tax, the common practice is to admit 
people without tickets or with faked complementary 
tickets and collecting the value of the tickets from them 
separately thereby avoiding to pay the amount of the 



43* 


tax. Frequent surprise check by the officers authorised 
to inspect the entertainments houses seems to be the 
only effective remedy for such evasions. Evasions are 
very frequent also in the Excise Department mainly by 
the illicit manufacture, sale and consumption of excis¬ 
able articles and smuggling into the prohibited area. The 
intelligence staff has been strengthened to deal with 
hese cases. 

It is very difficult to assess the exact magnitude of the 
loss of revenue on account of tax evasion and avoidance. 
But the estimate of Mr. Appleby that about 15 per cent, 
of some important kinds of taxes that should be paid 
under existing law fail to reach the State and Centre 
treasuries may not be wide off the mark. His recom¬ 
mendations namely concerted activity with the States 
to bring land assessment and tax rates to a soifnd 
current standard, to impose an agricultural income-tax 
(where not levied) and limitations on land rents and to 
improve administration of tax collection in the States 
so as to bring the gap between tax intentions and tax 
actualities to nominal proportions therefore, need care¬ 
ful examination. 

State taxation vis-a-vis local finance 

41. The financial position of the local bodies of the 
State, on the whole, is far from satisfactory and in 
consequence they have to depend more and more on 
grants and loans from the State Government, not only 
to execute their development programmes but even to 
meet the growing cost of their establishment expendi¬ 
ture. All the local bodies .were in a moribund condition 
during the second world war. The liberal grant-in-aid 
during the Post-war period enabled them to improve 
some of their social services like education, public health, 
sanitation and communication, but the stoppage of the 
Post-war grants with effect from 1950-51 made the finan¬ 
cial position of the State Government very difficult and 
consequently they had to restrict their assistance to the 
local bodies. The improvement in the scales of pay of the 
Government employees and sanction of cost of living 
allowance for them had its repercussions on the 
employees of the local bodies and it was, therefore, 
considered expedient to grant them some dearness allow¬ 
ance as a measure of interim relief. But as the finances 
of the local bodies were too inadequate to meet this 
extra commitment, the State Government had to bear a 
part of this extra expenditure by giving suitable grants- 
in-aid for this specific purpose. Besides-arrangements had 
also to be made for supply of cheap grain to certain 
categories of low-paid employees and the subsidy on 
this scheme was met almost wholly by the State Govern¬ 
ment. 

The main local bodies of the State are District Boards, 
Municipalities and Notified Area Committees and Grama 
Panchayats. The District Boards derive almost their 
entire tax revenue from land or local cess supplemented 
by small income from licence fees and tolls from ferries, 
markets etc. Only Gan jam District Board levies a cess 
at six pies per rupee of land cess as educational cess. 
Cess is collected along with land revenue at the rate of 
annas 2 to annas 2J per rupee and the net amount is 
distributed among the District Boards and the Grama 
Panchayats at the ratio of § : 

A proposal to increase the maximum rate of cess to 
annas 4 per rupee is under consideration on account of 
the rise in the establishment costs of the District Boards 
and in view of the fact that l/3rd of the cess is now 
being made over to the Grama Panchayats. The income 
of some of the District Boards has also suffered reduction 
recently for several reasons. The Gan jam District Board 
has lost about Rs. 1J lakhs on account of the operation 
of the provisions of the Tenants’ Protection Act. The 
Sambalpur District Board has lost about Rs. 1 lakh in 
revenue on account of the stoppage of the traffic on the 
pontoon bridge by the construction of a bridge over the 
Mahanadi near Hirakud. Government are giving loans 
to these District Boards to tide over their financial diffi¬ 
culties. Some local bodies had power to levy tax on 
motor vehicles. This power has been taken away from 
them but 50 per cent, of the net collection from this tax 
is distributed among the local bodies for maintenance of 
roads. 


Under Orissa Municipal Act, 1950, the Municipalities 
can levy holding, latrine, water, lighting and drainage 
taxes and taxes on carriages, carts, horses and other 
animals at prescribed rates, poll tax on vehicles and 
animals carrying passengers and goods to festivals or 
fairs, education cess and professional tax subject to a 
maximum of Rs. 125 with exemptions of incomes below 
Rs. 3,600 per annum. Under the Act the maximum 
holding, latrine, water and drainage tax has been fixed 
at TO per cent, and the lighting tax at 5 per cent. The 
municipalities have, however, not utilised all these taxes, 
nor have they levied the maximum rates permissible 
under the statute. The new municipalities set up in the 
ex-State areas have not yet levied and collected the 
taxes assigned to them and are mostly depending upon 


grants-in-aid. The municipalities in the ex-Madras areas 
had the power to levy Entertainments tax. This power 
has been taken away from them, but a compensation 
is being paid to those municipalities on the basis of 
average collections in the preceding three years. Only 
Sambalpur municipality levies an octroi duty. 

The Grama Panchayats have been started only 
recently and their sources of revenue have yet to be 
stablised. They are now getting l/3rd share of the 
cess and are depending upon grants from Government. 

The principal source of revenue of the local bodies is 
grant-in-aid from Government for various purposes such 
as education, public health, sanitation and communica¬ 
tion. Out of the total income of Rs. 66*69 lakhs of all 
District Boards in 1951-52, only a sum of Rs. 17*05 lakhs 
was derived from their rates and taxes and a sum of 
Rs. 49-64 lakhs was derived from other sources out of 
which grant-in-aid from Government accounted for 
Rs. 43*52 lakhs. Out of the total per capita income of 
Re. 0-11-4, the tax income of the District Boards during 
the year accounted for Re. 0-2-11 only. The total income 
of nine old and established municipalities of the State 
during the year was Rs. 21*85 lakhs out of which a 
sum of Rs. 11*74 lakhs was derived from rates and taxes. 
Out of the total non-tax revenue of Rs. 10*11 lakhs, 
grants-in-aid from Government accounted for Rs. 5*48 
lakhs. Out of the total per capita income of Rs. 7*14, 
income from rates and taxes accounted for Rs. 3-84, The 
new municipalities practically depend upon Government 
grants for their expenditure. 

As stated above, the income of Grama Panchayats has 
yet to be stablised. Broadly speaking, local bodies have 
not taken adequate steps to maximise their revenue and 
to improve their methods of assessment and collection. 
In order to remedy the situation provision has been made 
for appointment of Government servants as whole-time 
or part-time executive officers for the local institutions, 
who have been given powers to make assessments and 
revised valuations and levy taxes according to the rates 
fixed by the council. 

One of the legitimate complaints of the local bodies, 
which needs attention, is their inability to tax properties 
belonging to the Central Government and the railway 
administration. This is inequitable in view of the fact 
that the properties of the State Government and their 
institutions have to pay the taxes. This point, therefore, 
needs consideration by the Commission. In view of their 
present financial position it is not possible for the State 
Government to give more liberal grants-in-aid to the 
local bodies or to transfer to them any income in the 
State list as recommended by the Local Finances 
Enquiry Committee. With the introduction of the scheme 
of Anchal Sasans, there may, however, be a revolu¬ 
tionary change in the set up of the local Government in 
the State and certain sources of revenue like land 
revenue and agricultural income-tax can possibly be 
transferred to the local bodies along with the correspond¬ 
ing obligations. The Anchal Sasans can also be autho¬ 
rised to tap certain new sources of revenue like educa¬ 
tion cess, sanitation cess, irrigation cess on the minor 
irrigation projects, etc. It would, however, be necessary 
to give more powers to the Anchal Adhikaris particularly 
in the matter of assessment and collection of taxes and 
their expenditure, at least at the initial stages, to make 
the new experiment of decentralisation of administra¬ 
tion smooth and reasonably successful. 

State Taxation vis-a-vis Central Taxation 

42. In the opinion of several competent authorities in 
a federal system jt is impossible to devise a perfect 
distribution of taxing powers between the Federal Gov¬ 
ernment and the units which will ensure that revenues 
derived by them would exactly meet their respective 
requirements. Under modern conditions most of the 
large and elastic sources of revenue such as income-tax, 
customs duty, death duties, corporation taxes can be 
fully developed and efficiently managed only if they are 
vested in the Federal Government. On the other hand 
social services and nation-building activities will neces¬ 
sarily have to be performed by the units. Hence there is 
an inherent disequilibrium between revenues and needs 
Thus there is the imperative need for devolution of 
revenues from the Centre to the States to restore to the 
extent possible, the equilibrium between revenue and 
needs. In India particularly in view of the large responsi¬ 
bilities imposed on the State in the social and economic 
fields by the provisions of the Constitution any theory 
of Public Finance, which does not recognise the essential 
economic unity of the country and the need for co¬ 
ordinated development of its entire resources in the 
most useful manner, would be out of date. The recogni¬ 
tion of the essential economic unity of India and the 
need for a co-ordinate development of its entire resources 
involves recognition of the principle of transference of 
wealth from richer to poorer areas and from the richer 
sections to the poorer sections, so that the economic 
policy of India, as a whole, could aim at development of 



433 


industry in the most economic locations and the develop¬ 
ment of the less developed areas and people in the 
interest of the country as a whole. Though it is necessary 
for the States internally and within their boundaries 
to endeavour to make real transference from the richer 
to the poorer citizens, the Central Government has also 
to step in as a readjusting factor to effect a series of 
of transference of wealth from the richer to the poorer 
States, and in collaboration with the States harness the 
available human and material resources to the attain¬ 
ment of growing production and productive capacity. 

The provisions in the Constitution for allocation of 
Income-tax, jute export duty, central excise duty and 
certain other taxes and duties levied and realised by 
the Centre and payment of grants-in-aid to the weaker 
and needy States recognize this principle and the pro¬ 
visions dealing with the appointment of a statutory body 
like the Finance Commission aim at securing impartiality 
in the distribution of such resources. 


In the analysis of the various components of the 
revenue of the State, the exact magnitude of the 
revenues transferred from the Centre to the State has 
already been indicated. It has also been indicated how 
an attempt at uniformity in fields of certain taxation 
like Sales tax, entertainments tax, taxes on motor vehi¬ 
cles, sales tax on motor spirits etc., have affected or are 
likely to affect the revenues of the States. There cannot 
be any objection to such co-ordination on principle pro¬ 
vided that the measures do not seriously affect the re¬ 
venues of the States and thereby make their already diffi¬ 
cult financial position more difficult. On the other hand 
if in the national interest it becomes necessary to bring 
about uniformity in such taxes, it is but fair to compen¬ 
sate the States likely to lose substantial revenue by such 
measures of co-ordination. 

Co-ordination has also been attempted in the adminis¬ 
trative field by exchange of information, i.e., between 
income-tax authorities and sales tax authorities. The 
States are also taking special steps to help in the 
assessment and collection of Central taxes like income- 
tax by supplying information, speeding up certificate 
proceedings etc. Periodical conferences of Finance 
Ministers help in exchanging information and comparing 
experience, in trying to iron out outstanding points of 
conflict and in laying down uniform policies, t Certain 
provisions of the Constitution are apparently intended 
to bring about co-ordination and uniformity in the event 
of conflict between the Central and the States and the 
States inter-se. Under Article 276 the maximum limit of 
tax on professions, trades, callings and employments by 
the State Governments or by the local authorities has 
been fixed at Rs. 250 per annum, presumably to prevent 
any encroachment on the powers of the Centre to levy 
income-tax. Similarly Article 285 prohibits the State 
and local authorities from imposing taxes on Union 
property except in accordance with the provision of the 
laws to be made by the Parliament. On the other hand 
under the provisions of Article 289 State property is 
exempted from Union taxation though exemption in 
this case is not as comprehensive as under Article 285. 
As already stated, Article 286 of the Constitution imposes 
several restrictions on the powers of the States to levy 
sale and purchase taxes. Article 287 restricts the powers 
of the States in the matter of levy of tax on the con¬ 
sumption or sale of electricity by the Central Govern¬ 
ment and the railway authorities. Article 288 imposes 
restrictions on the powers of the States to impose taxes 
on water and electricity produced by inter-State river 
or river-valley authorities. 

Article 274 requires prior recommendation of the 
President to bills affecting taxation in which the States 
are interested while under Article 252 the State Legis¬ 
latures can delegate their powers of taxation to the 
Parliament if two or more States are commonly 
interested in such delegation. 

Any other point of importance relating to State taxation 

Though a co-ordinated policy of taxation is desirable 
in the interest of planned development of the country 
as a whole, the Centre should not pursue a policy which 
would seriously affect the financial interests of individual 
States, particularly of the weaker States. Unfortunately 
this cardinal principle is not always kept in view while 
the Central Government adopt measures or advocate 
uniform policies in the name of co-ordination. As a result 
some of the measures and the policies adopted by them 
recently have worked to the detriment of the industrially 
backward States, which are the principal producers of 


foodgrains or industrial raw materials. A few examples 
will make this point clear. As already explained, Article 
286 of the Constitution has seriously encroached upon 
the freedom of the States in the matter of levy of tax 
on the sale or purchase of goods. This article was 
incorporated in the Constitution against practically the 
unanimous opinion of all the State Governments. As the 
working of the various provisions of this Article gave 
rise to legal difficulties, the matter was taken up to the 
Supreme Court, Now that the Supreme Court have given 
their rulings on the various doubtful points, the matter 
should rest there and the Central Government should 
not interfere any further to complicate the issues. The 
provisions of this article cause particular hardship to 
the States’ which are the producers of foodstuffs and raw 
materials for the industries situated outside their borders. 
Under the. Essential Goods (Declaration and Regulation 
of Tax on Sale or Purchase) Act, 1952 passed in pursu¬ 
ance of clause (3) of this Article, all cereals and pulses, 
fruits, sugarcane, cocoanuts, vegetables milk, meat, fish, 
eggs, edible oils, gur, salt, coarse and medium cloth, 
cotton, jute, hides, and skins, fertilisers, agricultural 
implements, cattle feed, coal, iron, and steel, books, 
slates and pencil have been declared as goods essential 
for the life of the community and the State Governments 
cannot levy sale or purchase tax on these goods without 
the assent of the President, which, in effect, means the 
assent of the Central Government. It would be evident 
from the list that many goods have been included in it, 
which are certainly not essential for the life of commu¬ 
nity l Most of the goods included in the list are produced 
only by the States which are primary producers of agri¬ 
cultural goods or raw materials for industry. Orissa is 
the worst sufferer in this respect as it either produces 
or consumes the goods listed in this Act predominantly 
and as such cannot levy any tax on the sale or purchase 
of these goods within the State. Besides under clauses 
(1) and (2) of Article 286, goods exported to or sold 
outside the State or sold or purchased in the course of 
inter-State transactions, cannot be taxed. As the main 
exports of Orissa outside the State are foodgrains, 
minerals, forest produce, raw jute, Kendu leaves, hides 
and skins, fish, oils and oil-seeds, the State is also pro¬ 
hibited from taxing these transactions under clauses 
(1) and (2). As a result Orissa is at present losing a 
revenue of roughly Rs. 72-37 lakhs from sales tax against 
the estimated receipt of Rs. 100 lakhs during the current, 
year. The loss would have been much more had the 
essential list been declared retrospectively ;as contem¬ 
plated by the Central Government. What is worse, the 
policies followed by the Centre do not even permit the 
State Governments to recoup this heavy loss by resorting 
to alternative methods of raising revenue. Under the 
Essential Supplies Act, the powers of the State Govern¬ 
ments have been curtailed in the matter of fixing 
economic prices for the foodgrains grown within the 
States. As a result Orissa has been prevented from fixing 
' an economic price for the large quantity of foodgrains 
exported from the State in parity with the prices ruling 
in the importing States, Thus in effect the State has 
been forced to subsidise the consumers of the importing 
States at the cost of the poor producers of the State and 
to that extent reduce the burden of the Central Govern¬ 
ment and importing States. During the period from 1948 
to 1951 the loss on this account was estimated to be 
of the order of Rs. 10 crores a part of which could have 
legitimately been absorbed by the State Government by 
way of taxation. Similarly in the name of uniformity 
Orissa is being prevented under the Mines and Mineral 
(Regulation and Development) Act, 1948, and the Mineral 
Concessions Rules, 1949, to levy an economic royalty 
on the minerals extracted within the State and exported 
outside the State in large quantities. Repeated represen¬ 
tations by the State Government to increase the rates of 
royalties on the minerals have not evoked any response 
from the Central Government though according to ex¬ 
ports like Dr. M. S. Krishnan the rates of royalties fixed 
in the Mineral Concessions Rules, 1949, cannot be 
considered to yield a good return for the depletion of 
the Capital assets. For instance the F. O. R., Calcutta 
price of intermediate grade of Manganese is Rs. 120 
per ton, which gives a clear profit of Rs. 70 per ton to 
the lessee, while the State Government have to be 
content with a paltry royalty of Rs. 4 per ton (5 per cent, 
of the pit mouth value of roughly Rs. 80). This will give 
an idea of the huge loss the State Government are 
incurring on the mining leases on account of the un¬ 
reasonable attitude taken by the Central Government in 
a subject, which is primarily in the States’ list. It is, 
therefore, absolutely necessary to ensure that in the 
name of co-ordination and uniformity the Centre should 
not pursue any policy, • which would adversely affect 
individual States even to the extent of smacking of 
discrimination. 
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STATEMENT 1 (B) 

Abstract of Expenditure 

(Figures in thousands of Rs„) 


SI. No, Major Heads 

1936-37 

■937-38 

■938-39 

1 939*4° 

j 940-41 

1941-42 

1942-43 


1 2 

3 

4 

5 

6 

7 

8 

9 

4 

Taxes on Income other than Corporation 
Taxes. 








5 

Salt. 








7 

Land Revenue ...... 

3 .° 8 

3.04 

3*26 

3.72 

4,06 

5,43 

3.83 

8 

State Excise Duties 

5.58 

5*96 

6,30 

5.63 

5,46 

5.61 

6,76 

9 

Stamps 

36 

43 

34 

40 

45 

49 

45 

10 

Forests ....... 

4.38 

4»32 

6,44 

6,44 

6,81 

5.64 

9,46 

11 

Registration ...... 

L 5 ° 

1,48 

1,42 

i.47 

L52 

1,61 

1 .58 

12 

Charges on account of M. V. Act 


32 

48 

55 

57 

41 

54 

13 

Other Taxes and Duties . . . , 









XVII—Irrigation, Navigation, Embankment 
and Drainage works for which capital 
accounts are kept, working expenses. 





•• 



X7 

Interest on works for which capital accounts 
arc kept- 

10,73 

10,73 

10.73 

io.73 

io,68 

10,69 

10,70 

18 

Other Revenue Expenditure financed from or¬ 
dinary Revenues. 

2,80 

2,56 

2.37 

3,02 

4.27 

3.34 

3,*8 


Construction of Irrigation, Navigation, Em¬ 
bankment and Drainage works. 




*■ 

3 

23 

18 

22 

Interest on debt and other obligation 

C—)6i 

1 ,08 

M9 

1,26 

1.35 

r,4i 

1,36 

23 

Appropriation for reduction or Avoi¬ 
dance of Debt . , 

, . 

,, 

, t 

* , 

, , 


f # ' 

25 

General Administration .... 

26,% 

28,32 

28,97 

28,33 

28,35 

29,95 

3,28 

27 

Administration of Justice . . " * 

6,39 

7,02 

6,85 

6,48 

6,40 

6,46 

6,56 

28 

Jails and Convict, sett el incuts 

2,77 

2.78 

2,43 

2,79 

3.20 

3,77 

5^9 1 

29 

Police . . 

22,09 

24,21 

22,87 

22,26 

22,79 

22,94 

25>75 

30 

Ports and Pilotage ..... 



** 

. -- 


1 


36 

Scientific Department . . 


r> 

1 

2 

2 

2 

2 

37 

Education ...... 


26,03 

26,12 

26,68 

26,25 

26,35 

27,28 

33 

Medical . . ... 

7)9° 

8,a7 

8,25 

9.37 

9,4 1 

9,73 

10-34 

39 

Public Health ...... 

2,00 

2,48 

2,18 

2.60 

2,34 

2,50 

2,48 

40 

Agriculture ...... 

3.03 

I.64 

2,24 

2,41 

2,5* 

2,44 

3,29 

41 

Veterinary ...... 

•• 

L03 

1,01 

1,08 

1 * 2 3 

1,26 


42 

Co-operation ...... 


1,08 

L74 

1 >98 

2,45 

2 '35 

2,46 

43 

Industries and Supplies .... 

1,46 

2,06 

2,30 

2,66 

2,64 

:h°5 

0,21 

43- 

A Capital Outlay on Industrial Development 




** 

>* 



44 

Aviation ....... 




■* 

1 



47 

Miscellaneous Department , 

39 

7 

6 

G 

2 

a 

3 

59 

Civil Works. 

*5,5 7 

20,17 

24,21 

21,39 

25,27 

23,66 

2,85 


XIL Receipts from Electricity Schemes . .. .. . ♦ 

52 Interest on Capital Outlay on Electricity .. .. 

vSchemes. 

52-A Other Revenue expenditure connected . . .. . . . . . , 1 

with Electricity Schemes, 

53 Capital Outlay on Electricity Schemes 

within the Revenue Account 

54 Famine , , . . . 1,25 4*50 41 22 

54-A Territorial and Political pension 


54-B Privy Purses and Allowances of Indian 
Rulers. 
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(Rupees in thousands) 


1 943*14 

*944-45 

I945-4 6 

1946-47 

1947-48 

1948-49 

1949-50 

1950-5* 

*951-52 

1952-53 

March 

Final 

*953-54 

Estimates 

10 

11 

12 

*3 

14 

*5 

16 

*7 

18 

19 

20 


•• 



70 

*,i7 

1 *95 

*,94 

2.38 

2.96 

3**5 

*- 


4 

2 

*■ 

•- 

•• 


. • 

♦ - 


3,18 

3.34 

3.40 

4,55 

7.07 

11,28 

I7,i9 

22,27 

22,02 

34,91 

35.68 

6,o;) 

9,16 

10,95 

14.53 

15.78 

16,30 

18,78 

*9,94 

16,32 

21,29 

*9»3* 

59 

7i 

61 

75 

93 

1,03 

1,24 

*,58 

i,66 

!>77 

i»79 

13.65 

24,61 

34» 1 9 

11,60 

12,22 

*3,*9 

29,07 

32,40 

31.77 

37*97 

41,81 

i,8i 

i,9* 

2,1 1 

2.33 

2,5° 

3,H 

3*45 

3.58 

3.58 

3.78 

4,07 

44 

5* 

72 

89 

1,01 

84 

*.95 

2,82 

2,71 

3,22 

17.48 

# * 




92 

1,42 

2,52 

2,35 

2,90 

3.49 

3.78 

10,71 

10,73 

*o.73 

io,73 

10,85 

10,86 

10,83 

10,94 

10,84 

10,84 

10,85 

6,84 

7.59 

in, 18 

16,25 

38.56 

52,24 

61,09 

82,60 

88,63 

65,18 

89,03 

55 

24 

*3 

1,22 

1,47 

i.*3 

10 

•* 

• • 

** 

50 

M4 

1,62 

Vj6 

i>9* 

2,08 

3,12 

6,92 

(—)7>8 i 

(—)i ,84 

2,52 

(— ) 77 


3,10 

9-36 

17,14 

16,71 

1**93 

12,91 

10,07 

35,74 

27.25 

36,40 

34.73 

3.1,89 

40,70 

50,89 

57,49 

75,85 

1,17,10 

1,17,98 

1,22,49 

1,20,41 

1 ,36,54 

7*57 

7<9o 

8,6g 

9,53 

9.76 

16,o 1 

21,15 

20,95 

21,16 

23,47 

2 3*95 

10,59 

8,45 

7.72 

8,17 

9,19 

10,55 

20,84 

20,15 

21,72 

21,78 

2 4*49 

27,23 

30,36 

36,51 

54,54 

65,34 

73,66 

*730,34 

*,35,55 

1,37,40 

*,39,97 

*>52,36 


** 

•• 

•> 

• • 

1 

4 

3 

2 

2 

3 

6 

5 

9 

6 

22 

*9 

35 

*747 

81 

1,10 

*,57 

28,98 

32,40 

36,24 

63,*5 

78,23 

91,28 

*j33>4 2 

*737,5* 

* .25,45 

*747,58 

1,76,69 

ii,79 

*4*53 

l6,40 

23,42 

26,68 

30,95 

49,68 

49,59 

49,77 

54,82 

60,98 

3,06 

3,92 

4*94 

11,82 

15,28 

37,*6 

2i,73 

20,16 

18,42 

24,53 

29,79 

3,39 

11,20 

*4,H 

11,16 

31,46 

42,39 

57,03 

62.38 

54,05 

49,73 

46,49 

i,34 

3,20 

3,94 

5.28 

7,71 

9,84 

*9,*3 

18,85 

*7,58 

20,30 

23,10 

2,64 

2,50 

2,73 

3,64 

5., 4 

10,38 

*2,19 

9**2 

7,96 

8.74 

9,7* 

*3,53 

*4,37 

8,90 

10,50 

16,66 

22,46 

27,35 

28,36 

24,76 

22,84 

18,91 





6,20 

10,22 

10,22 

30,00 


2,02 

3° 



1 

*,3* 

79 

46 

65 

56 

30 

20 

21 

3 

*,25 

i ? 7;i 

CO 

rn 

<© 

7,35 

7,87 

26,37 

41,70 

25,22 

33,74 

36,07 

21,63 

26,15 

34,21 

55,5* 

91,1 1 

1,35*95 

3,00,03 

2,49,95 

1,73,56 

1,68,08 

2,59.73 




- 

•• 


*757 

3,22 

5,42 

34,2 

14,26 

•• 

** 

11 

29 

66 

1783 

1,64 

3,08 

59 

82 

86 


- 



5,09 

11,86 (- 

”) *8,95 

1,94 

*,°3 

5,97 

1,50 

7»39 

1,29 

iO 

24 

75 

2 

2 

*• 






•• 

■* 


10 

9,80 

5,25 

12,84 

1,26 

*25 

•• 


•- 



** 




9.26 

384 


56— 1 T, E. Com.(ND)/55 



438 

STATEMENT I-(B)— contd. 


Serial No* Major head 

1936-37 

1937-38 

1938-39 1939-40 1940-41 >94>-4 2 

1942-43 

I 2 

3 

4 

5 

6 

7 

8 

9 

55 Superannuation Allowances and 

Pensions. 

9,94 

9>o2 

11,or 

11,83 

12,72 

12,96 

13,20 

55-A Commutation of Pensions financed 
from Ordinary Revenues. 

38 

61 

44 

30 

47 

1,01 

23 

56 Stationery and Printing 

1,76 

2,96 

2,48 

2,33 

2,72 

3.38 

4, 1 7 

57 Miscellaneous , . . . , 

73 

62 

68 

89 

69 

1,62 

i*8i 

XLVI-A Receipts from Road Transport 

Schemes Working expenses. 


- 


- 

•• 

•* 

■ V 

57-A Capital Outlay on Rail-road Coordina¬ 
tion Schemes. 

•* 


- 

•• 

•• 

** 

• • 

57-B Capital Outlay on Road Transport 

scherries financed from ordinary 

Revenue. 

63 Extraordinary charges 


3,00 

4>3° 

3,95 

3,15 

3,55 

« # 

2,79 

63-A Expenditure connected with Post¬ 
war Planning and Development . 







.. 

63- B Community Development Project , 

64- B Civil Defence .... 



• • 

* ■ 



7,34 

Total—Expenditure on Revenue 

Account .... 

1 >555 5 6 

-1.75.78 

1*81,29 

1,84,05 

1,87,84 

i,9*>9 n 

2,17,35 

RECEIPTS ON REVENUE AC¬ 
COUNT .... 

Surplus ( + ) 

Deficit (—) 

i.7°>3 6 

( + )i4,8o 

1,84,66 

(+)8,88 

1,82,00 

(+)7> 

1,87,88 

(+)3>83 

i,99, 00 

(+)ii,j6 

+2,06,39 

(+)>4> 6 9 

2,24.45 

(+)7.>o 


STATEMENT I-(C) 







Budgetary Positior, of the State 













>936-37 

>937-38 1 

938-39 >939-40 

1940-41 

194 1 -42 

1942-43 I943"44 

1 2 

3 

4 

5 

6 

7 

8 

9 


Receipts on Revenue Account 

1,70,36 

1,84 66 

1,82,00 

1,87,88 

i? 99, 00 

2,06,59 

2,24*45 

2,53,78 

Debt Deposits ..... 

3.18,36 

3,25,39 

3.69.44 

3.70,98 

5,15-64 

5»54>3 a 

5*85,29 

7,87,32 

Total—Receipts ..... 

4,88,72 

5,10,05 

5,5i,44 

5,58,86 

7*14,64 

7,60,91 

8,09,74 

10,43,10 

Expenditure on Revenue Account . 


1,75,78 

1,81,29 

1,84,05 

1,87,84 

1,91,90 

2,*7>35 

2.53,86 

Capital Expenditure outside Revenue Ac¬ 
count ...... 





. . 



25,79 

Debt Deposits ..... 

3 ,* 4 , 5 ° 

3 ,3*,61 

3,68,30 

3,85.63 

5,27, *2 

5 s 45 >58 

5,08.86 

7,51,79 

Total—Disbursements .... 

4 , 70,06 

5 ,° 7,39 

5 , 49,59 

5,69,68 

7,14.96 

7,37,48 

8,16,21 

10,31,44 

Total—Receipts ..... 

4 , 88,72 

5 ,io ,05 

5 . 5*,44 

5,58,86 

7,14,64 

7,69,9! 

8,09,74 

10,43,10 

TotaWDisburscmcnts .... 

4,70,06 

5,07,39 

5,49-59 

5,69,68 

7,14,96 

7,37,48 

8,16,21 

10,31,44 

Not Transactions-— 

Surplus (+) 

Deficit (—) 

(-b)i8,66 

(+)2,66 

(—)i,B5 

( —)*o,8a 

(—)32 

( + )23,43 

(“)6,47 

(+) 11,06 

OPENING BALANCE .... 

3,55 

22,21 

24,87 

26,72 

15,90 

15,68 

39,oi 

32.54 

CLOSING BALANCE .... 

22,21 

24,87 

26,72 

* 5 , 9 ° 

15,58 

39,01 

32,54 

44,20 
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(Rupees in thousand.) 


1943-44 

1944-45 

1945-46 

1946-47 

1947-48 

1948-49 

1949-50 

1950 - 5 * 

* 951-52 

1952-53 

March Final 

1953-54 

Estimates 

10 

11 

12 

*3 

14 

*5 

16 

*7 

18 

*9 

2.0 

13.32 

* 3.74 

14,18 

14,08 

13,08 

14,61 

15 ,*4 

17,10 

14.26 

23.31 

24.36 

36 

33 

47 

38 

22 

39 

26 

8 

69 

1,82 

1,02 

4,08 

3.49 

4.03 

5 ,>8 

4,32 

6,30 

20,79 

14,38 

h ,97 

14.56 

22,72 

i, 9 i 

4,88 

6,65 

> 3,48 

11 , 7 * 

9 , 9 * 

14,01 

14,89 

* 5.94 

* 7 . 1 8 

43.42 


, * 




.. 


7,85 

(— 0*4 

9.44 

2,60 









l6 

2,84 

* 3.25 

2,10 

2,39 

3.20 

4.17 

4.57 

2,89 

4,01 

3,89 

3,80 

3 . 3 * 

*.97 



82 

2,46 

4*45 

6.94 

4,89 

2,63 

1,86 

*.75 

1,68 

•* 

•• 

♦ * 

- 

*• 


— 

•** 

... 

5*03 

48,87 

12,76 

15.0° 

12,68 

11,17 

19 

9 

9 

9 

8 

8 

10 

2 , 53,86 

2,99,88 

3 . 44 .” 

4 , 48,93 

5 , 84,45 

7 , 57,82 

11,70,89 

12,00,99 

10,85,78 

11.54.36 

.4,45,67 

3 , 55.78 

3,17,64 

3,60,71 

4,60,41 

6,04,34 

6,43,64 

10,81,73 

10,31,11 

**.98.43 

5 2 , 35,59 

.3,56,89 

(+)l ,93 

(+) *7,84 

( + )i6,6o (+) 1.1,48 (+)i9.S9 ( 

—) 1,14,18 

(—589,16 

(-) 1,69,88 

(+)i,io ,65 

( + ) 81,23 

(—)88,78 


(Rupees in thousands.) 

* 944-45 

1945-46 

1946-47 

1947-48 

1948-49 

1949-50 

1950-51 

* 951-52 

1 952-53 

* 953-54 

10 

11 

12 

*8 

*4 

15 

16 

17 

18 

*9 

3.17*64 

3,60,71 

4,60,41 

6,04,34 

6,43,64 

.I.O,8i,73 

10,31,11 

II.96.-43 

* 2 , 35.59 

13.56.89 

12,32,89 

14.05*32 

17 , 31,49 

23,92,23 

38,98,06 

66,46,3! 

43,65,72 

45.4O.42 

47,36,74 

45 * 97.52 

* 5 . 50*53 

17,66,03 

2*. 91,90 

29 , 96,57 

54 , 4**70 

77 , 28,04 

53,96,83 

57,36,85 

59 * 72,33 

59 . 54.41 

2,99,80 

3 * 44 ** * 

4,48,93 

5,84,45 

7,57,82 

11,70,89 

12,00,99 

10,85,78 

n.54.36 

14,45,67 

21.55 

(-) 3*>52 

(~) 27*55 

(— )a 6,93 

(—) 10,58 

3 * 32 * 3 8 

5,9 Jj24 

9 . 05.96 

7 . 39*25 

*5.42,98 

12,21,98 

14 * 67*34 

17,09,15 

33,69,37 

37,49,27 

61 , 70,45 

39,85,25 

35 *n *57 

39 * 63.17 

30 * 34*95 

15 * 43*33 

* 7 * 79,93 

21 , 30,53 

29,26,79 

44,96,5' 

76 , 73.72 

57,77,48 

55 * 03*31 

58,56,76 

60,23,60 

* 5 * 50,53 

17,66,03 

21,91,90 

29,96,57 

45,41,70 

77 * 28,04 

53,96,83 

57 * 36*85 

59 * 72,33 

59 * 54*4 * 

15 * 43*33 

* 7 * 79,93 

21,30,53 

29,26,79 

44,96,51 

76 , 73*72 

57,77,48 

55 * 03 » 3 i 

58,56,78 

60,23,60 

(+) 7*20 

(-) 13*90 

(+) 6 i ,37 

(+) 69,78 

(+) 45,'9 

("Hoi* 3 * ( 

—)3>80,65 1 

: + ) 2 , 33*54 1 

(+)M 5»55 

(—) 6 g ,'9 

44,20 

5**40 

37*50 

98,87 

1,68,65 

2,13,84 

2,68,16 

(-) 1,12,49 

1*21,05 

2,36,60 

5**40 

37,50 

98,87 

1,68,65 

2,13,84 

2,68,16 

(—) 1,12,49 

1,21,05 

2 36,60 

1,67,41 






Direct demand on Revenue Civil Administration 
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STATEMENT III 
Details of Post-war Development Schemes 


(Rupees in thousands.) 


Serial number and name of scheme 

Approximate cost of' Five 
Year Plan 

Actual expenditure incur¬ 
red during the years 
from 1945-46 to 1950-51 

Assistance 

Central 

received from 
Government 

Capital Recurr- Total 

Capital Recurr- Total 

Loan 

Grant Total 


ing 

in g 




2 3 4 5 6 7 8 9 io ii 


i. Resettlement and re-employment of ex-servicemen 


1. 

Resettlement of ex-servicemen on land 

l 7>°5 

1 >30 


a. 

Resetilenient of ex-servicemen and ex- 
Civil Pioneers in Industry (includes 
scheme No. 4). 


6 >75 

6,75 

3 - 

Resettlement of ex-Civil Pioneers on land 

* 8,55 

1,08 

19,63 

4 - 

Resettlement of ex-Civil Pioneers in In¬ 
dustry, 

■« 

** 

•• 

4 -A. 

Training of ex-servicemen and ex-Civil 
Pioneers in Industry. 

2,00 

6,oo 

8,00 

4 -B. 

d raining of demobilised servicemen in 
agriculture. 

4 

39 

43 

4 -C, 

Establishment of Employment Exchanges 


a,13 

2,13 

4 -D. 

Educational concessions to the children 
of ex-servicemen. 


50 



Total . 37,64 18,15 55,79 


2. 

Industries and Industrial training 





5 * 

Recognition of the Orissa School of 
Engineering. 

12,40 

4,73 

17**3 


5 *A. 

Organisation of a Central Workshop . 

10,00 

10,00 

20,00 _ ., 


6. 

Establishment of industrial schools 
(includes Scheme Nos. 24—30, 32—36, 

13*50 

12,12 

25,62 



39,40). 





7 - 

Loan Stipend Fund 

3,00 


3,00 


8. 

Higher technical training abroad (in¬ 
cludes Scheme Nos. 9,12). 


6,io 

6,10 

•• 

9 * 

Higher training in Civil Engineering in 
the U. K. or U.S.A. 



.. 


10. 

Higher training in technical and indus¬ 
trial subjects in India (includes Sche¬ 
me Nos. 11,13—18,44.) 


3 ,iB 

3,18 


11. 

Training in Electrical Communication 
Engineering. 





12. 

Higher training in paper technology 





13 - 

Training in Textile Industry 

•• 




14. 

draining in Industrial Chemistry 





15 * 

Training in Chemical Engineering 


•• 

•• 


16, 

Training in Metallurgy 

■■ 

•• 



i 7 * 

Training in Enamelling 


•• 

.. 


18. 

Training in Ceramics . * ♦ 



\ 


ty- 

Industrial Survey . 

4 

3 > 10 

3» x 4 


20. 

Re-organisation of the Industries De¬ 
partment. 

19 

4 , 3 * 

4*50 


20-A. 

Organisation of a Marketing Section 
of the Industries Department. 


92 

92 


21. 

Polytechnic Institute 

10,00 

6,00 

16,oo 


2 I-A. 

Establishment of Crafts Schools . 

2 

1,06 

1,08 
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STATEMENT lll - contd. 
Details of Post-war Development Schemes 


(Rupees in thousands,) 


Serial number and name of scheme 


i 


Approximate cost of Five Actual expenditure incur- 
Year Plan red during the years 

from 1945-46 to i95 0 -5i 


Assistance received from 
Central Government 


Remarks 


Capital Recur- Total Capital Recur- Total 
ring ring 


Loan Grant Total 


2 3 


45678 


9 


10 


11 


22. Grant of subsidy to Small-scale Indus¬ 
tries. 

•* 

50,00 

50,00 





22-A. Establishment of an Industrial Invest¬ 
ment Corporation, 

50,00 

•• 

50,00 





23. Improved bullock carts 

24. Wool-weaving demonstration party 

25. Tanning demonstration party 

26. Wood-works demonstration party 

*• 


5,00 





27. Peripatetic pottery demonstration party 


. * 






28. Soap-making and oil refining demonstra¬ 
tion party. 


*• 

** 





29. Peripatetic demonstration party lor toy 
making. 


•* 

•* 





30, Demonstration of cane and bamboo 
work. 


•* 






31. Development of Sericulture, Ericulture 
and Tassar rearing (includes Scheme 
Nos, 38 and 74), 

32. Peripatetic dyeing demonstration party 

Loo 


3.15 





33. Peripatetic weaving demonstration party 

34. Demonstration party for stone masons 


fey 






35. Improvement of Angul Weaving School 
and the Phulbani Industrial School, 

36. Belbmetal demonstration party , 







* * * * 

37, Improvement in the economic condition 
of filigree workers. 

38. Tassar-rearing * . , , 

5 ° 

57 

L07 



*, 

.. 

.. 


kpl »*T 



.. 


39. Peripatetic demonstration party for fibre 
works. 

- 

•• 

•* 



■ * 

.. •■ •• *• 

40, Peripatetic demonstration party for 
horn work. 


- 






Total 

1,00,65 

1,09,24 

2,09,89 





3. Roaas 








41. Road development .... 

4,00,00 


4,00,00 





4, Road Transport 

42. Improvement of Public Road 

Transpart. 

15,00 


15,00 



*• 

.. »♦ 

5. Electric Power Development 








43. Thermal and Hydro-Electric Grid 
Scheme. 

4,00,00 

22,00 

4,22,00 


■* 



6. Mining Development 








44. Training in mining . 

45, Mining development . . „ 


5>oo 

5>oo 





Total 

- 

8,00 

5>oo 




.. 

7. Irrigation , Waterways and Drainage 








46, Minor Irrigation works 

3°>oo 


30,00 




.. 


8 . Embankmen L and Flood Control 


47 - Flood control - 1,00,00 .. 1,00,00 

47-A. Investigation of Multipurpose river de- .. 3,45 3,45 

velopment. 


3 >45 I >°3>45 


Total 


1 , 00,00 
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STATEMENT HI —ctntd. 
Details of Post-war Development Sckenies 


(Rupees in thousands.) 


Approximate cost of Five Actual expenditure incur- Assistance received from 
Year Plan red during the years from Central Government 

1 945-46 to 1950-51 


Serial number and name of scheme 


Remarks 


Capital Recur- Total Capital Recur- Total Loan Grant Total 
ring ring 



2 

3 

4 

5 

6 

7 

6 9 

10 

11 

9. Minor Port:'. 










48. Development of Minor Ports . 

9 , 5 ° 


9,50 







io* Other Public Works 










49, Building Projects .... 

1,10,00 


1,10,00 







50. Aerodromes and Landing grounds 

17,86 

14 

18,00 







50-A, Expansion of the Public Works Depart¬ 
ment 


36,07 

36,07 







Total 

1,27,86 

36,21 

1,64,07 








* 









11. Agriculture 










51. Establishment of an Agricultural College 

9.50 

3,8i 

13,31 







52. Higher training in Agricultural subjects 
in U. K. or U.S.A. 


2,15 

L Y 5 




. 



53, Post-graduate training in Agricultural 
subjects in India. 


42 

42 




* 



54. Re-organisation of Agriculture Depart¬ 
ment. 

5>72 

24,67 

30,39 







55. Training of students in Agricultural 
Colleges of other provinces. 

■- 

3 , 7 r 

3,71 







56. Training of Fieldmen 

1,10 

93 

2,03 







57, Organisation of the Horticultural sec¬ 
tion of the Agriculture Department, 

4,02 

4,22 

8.24 







57-A. Training in Fruit Technology at the 
Indian Institute of Fruit Technology 
at Lyallapur. 


g. 

2 







58. Organisation of the Chemical section of 
the Agriculture Department. 

L 75 

7 a 

2,53 







58-A. Soil survey for crop planning , . 

13 

34 

47 







59. Organisation of the Botanical section of 
the Agriculture Department. 

2,85 

1,53 

4 , 







do. Organisation of the Mycological section 
of the Agriculture Department. 

1 > 3 * 

42 

L 74 







61. Organisation of the Entomological sec¬ 
tion . 

i, 7 « 

39 

2,17 







62. Establishment of an Agricultural En¬ 
gineering section. 

2,73 

1,54 

4.27 







62-A. Maintaining Agricultural implements 
at Government farms for lending to cul¬ 
tivators on rent, 

59 

96 

L 55 







63. Multiplication of Improved paddy seed?. 

6,00 

8,16 

14,16 







63-A, Increased production by the use of im¬ 
proved paddy seeds. 

23,37 

5,83 

20,20 







63-B. Extension of area under pulses through 
seed distribution, 

12,60 

3,15 

* 5 , 7.5 







63-C. Supply of oil cakes . 

7,05 

3,15 

10,20 







63-D. Green manuring of wipter paddy crops 

9 i 

2,75 

3,66 







63-E. Subsidised sale of Ammonium Sulphate. 

1 1 , 2.3 

3,75 

15,00 







63-F. Provision of motor vans for distribution 
of seeds, manures and grafts to the cul¬ 
tivators. 

11 

M 5 

1,26 







64. Twbe-well irrigation 

15,75 

2.52 

18,27 







65. Establishment of Provincial Research 
Station. 

7,2 6 

3,63 

10,89 

•• 



• 

•• 
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STATEMENT III— contd. 


Details of Post-war Development Schemes 


(Rupees in thousands.) 


Approximate cost of Five- Actual expenditure incur- Assistance received from 
Year Plan red during the years Central Government 

from 1945-46 to 1950-51 


Serial number and name of scheme 






Capital 

Recur¬ 

ring 

Total 

Capital 

—"—.— -Remarks 

Recur- Total Loan Grant Total 

ring 

1 

2 

3 

4 

5 

6789 10 11 

66. Establishment of district experimental 
farms. 

5 > 3 ° 

2 -93 

8,23 

•• 

•• 

66-A. Establishment of model agricultural farm 
in Agency tracts. 

88 

66 

1 >54 

** 


66-B. Subsidised farms .... 


63 

63 



67. Increased production of wheat by distri¬ 
bution of seeds. 

80 

20 

1,00 



68. Control of crop and store pests and di¬ 
seases. 

68 

44 

1,12 

** 


69. Extension of area under oil seeds 

r,oo 

25 

L 25 



70. Tree planting for fruits and fuel 


1,00 

1.00 

# 


71. Scheme for improvement and extension 
of sugarcane cultivation and improve¬ 
ment of gur manufacture. 

14,00 

5,35 

r 9’35 



72. Extension of area under vegetables . 

2,25 

2 5 

2,50 



73. Scheme for developing Bee-keeping 
Industry. 

20 

10 

30 



74, Development of Sericulture 






75. Barge irrigation .... 

1,92 

2,49 

4,41 


.. 

76. Improvement of Agricultural marketing 


a t 

21 


.. 

76-A. Improvement of Agricultural statistics . 


24,85 

a 4 Ai> 


.. 

77. Composting of forest and farm wastes . 

10 

22 

32 



78. Establishment of special research sta¬ 
tions for areas affected by flood. 

77 

63 

1,40 



79. Establishment of special research sta¬ 
tions for saline affected areas. 

74 

49 

1,23 

** 

. 

80. Improvement of Coconut cultivation . 

48 

49 

97 



Total 

i j44i9 i 

1,21,17 

2,68,08 



12. Veterinary 






81, Establishment of an Orissa School of 
Veterinary Science and Animal Hus¬ 
bandry. 

5,00 

1,6a 

GS '2 



82. Re-organisation of the Civil Veterinary 
Department of Orissa. 

40 

5,06 

546 

■■ 

• 

82-A, Appointment of a Provincial Livestock 
Officer. 

4 

1.01 

L05 

•• 


83, Training of Orissa candidates at the 
Bihar and Madras Veterinary Colleges. 

•• 

J .47 

L 47 



84. Deputation of candidates from Orissa for 
higher training in Animal Husbandry 
subjects at British Universities. 


L 25 

1,25 



85. Post-graduate training of ca ndidale from 
Orissa at the Central Research Institute. 


4 

4 



86. Opening of new Veterinary Dispensaries 

4,08 

L 74 

5,82 



86 A. Provincialisation of Local Fund Veteri¬ 
nary Institutions in North Orissa. 


75 

75 



87. Expansion of Provincial Livestock 
Breeding Farm at Angul, Cuttack. 

1,02 

1,86 

2,88 



88. Establishment of District Breeding 
Farms. 

L 75 

4,88 

6,63 

•* 

-• 

88- A. Establishment of subsidised Dairy Farms 
in Orissa. 

1 8 

88 

1,01 
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STATEMENT III— 


Details of Post-war Development Schemes 


(Rupees in thousands*) 


I 

2 

3 

4 5 

67 8 9 10 11 

14. Fisheries 





116. Training in fisheries . . * 


42 

42 

*- 

116-A. Re-organisation of the fisheries section , 

29 

2,21 

2,30 

.. 

117. Development of inland fisheries . 

4,80 

7 , 5 ° 

12,30 

.. 

118. Development of Estuarine fisheries 

1,40 

15 

L 55 


118-A. Pilotscheme for investigation of the pos- 
sibilities of development of the Maha- 
nadi estuary. 

23 

40 

63 .. 

• • 

119. Development of marine fisheries— 

Establishment of fish-curing yards and 
co-operative fishermen’s stores. 

2,10 

82 

2,92 


120. Biological and Technological Investiga¬ 
tions of the Chilka Lake Fisheries. 

77 

95 

1,72 

*• 

120-A.Co-operative Marketing of Chilka fish. 

55 

30 

85 


Total 

10,14 

12,75 

22,89 


15. Co-operation 





I2i. Organisation of the Office of Registrar 
of Co-operative Societies, Orissa. 

6 

1,84 

i. 9 ° 

.. 

121-A.Increase in Administrative staff of the 
Co-operative Department. 


76 

76 

.. 

122. Increase of Audit staff 


99 

99 

. * 

122-A.Construction of quarters for the field 
staff of the department. 

4,24 


4,24 


12 3. Establishment of the Provincial Weavers 
Co-operative Marketing Society. 

4,25 

64 

4,89 


124. Co-operative propaganda . 

♦* 




125. Establishment of the Orissa Provincial 
Co-operative Bank. 

10,50 

60 

11,10 


I25-A, Scheme for making the Registrar of Co¬ 
operative Societies the sole agency for 
distribution of Government and Co¬ 
operative credit in a specified area. 

1,00 

55 

L 55 


126. Organisation and supervision of In¬ 
dustrial Co-operative Societies. 

•• 

1 ,39 

L 39 


127. Organisation and supervision of Co¬ 
operative Agricultural Marketing So¬ 
cieties for grains and pulses. 

1,00 

M2 

2,42 


128. Organisation and supervision of 

Weaver’s Co-operative Societies. 

• * 

M2 

i, 42 


129. Organisation of Agricultural Co-opera¬ 
tive Societies. 

• • 

2,26 

2,26 


129-A An experimental scheme for Co-opera¬ 
tive firming. 

1,50 

15 

1,65 


129-.B.Consolidation of holdings on Co-opera¬ 
tive basis. 


30 

30 


130, Increase of execution staff for depart¬ 
mental execution of Co-operative 
Awards. 

r 

82 

83 .. 

■■ 

131. Organisation and supervision of Con¬ 
sumers Co-operative Societies. 

Nil. 

M 9 

1,09 

.. 

132. Re-organisation of the Co-operative 
District Circle Offices. 

r,8o 

L 55 

3,35 

.. 


133 * Organisation of Co-operative Welfare 
Societies. 
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STATEMENT lll—contd. 

Details of Post-war Development Schemes 


(Rupees in thousands.) 


Approximate cost of Five Actual expenditure incur- Assistance received from 
Year Plan red during the years Central Government 

from 1945-46 to 1950-51 

Serial number and name of scheme--- -—*---Remarks 




Capital 

Recur- 

Total Capital 

Recur- 

Total 

Loan 

Grant 

Total 




nng 


ring 






1 

2 

3 


4 5 

6 

7 

8 

9 

10 11 

88-B. 

Improvement of poultry and eggs in 

37 

i,8i 

2,18 







Orissa. 










88-C, 

Establishment of Duck-rearing farm at 

34 

1,45 

G 79 -- 







Kalupadaghat, 








89. 

Training of Veterinary Stockmen 

2 

*5 

17 






90. 

Opening of new Stockmen Centres 

55 

1,81 

2,36 






9 1 - 

Contribution to Utkal Gomangal Samiti 

3 , 8 ° 

2,23 

6,03 







for purchase and free distribution of 
pedigree Hariana bulls, etc., grant and 
subsidy lor their maintenance (includes 
Scheme No. 94). 











92. 

Improvement of pastures . 


1,00 

1,00 





. • 

93 * 

Establishment of Cattle Breeding and 

54 

78 

1,32 






Dairy Centres at Goshalas. 









93 'A. 

Colonization of Gowalas in the neigh- 

3 >°° 

1,92 

4,92 






bourhood of selected towns in Orissa. 








94 - 

Subsidy to keepers of stud bulls, buffa¬ 
lo-bulls, rams and bucks. 









•• 

95 - 

Establishment of a Factory for Manufao 

27 

48 

75 






ture of sterilised bone meal flour and 
bone-meal manures. 

Supply of pedigree livestock to subsidi¬ 
sed “mixed* 5 farms. 




• • 


.. 


96. 

37 

37 

97 - 

Encouragement of fodder crops . 


I, 

00 

1,00 


*■ 

** 


** 

97-A. 

Subsidised sale of concentrate cattle 
feed for increasing the production of 
milk in urban areas in Orissa. 

2 

6, 

12 

6,14 






98. 

Establishment of cattle dipping tanks 

20 

25 

45 

., 





with facilities for regular drenching of 
livestock with vermicides. 











98-A. 

Mass immunisation of cattle against 
rinderpest.* 

j 1 


20 






•• 

99 - 

Mobile Veterinary Dispensary for each 

66 


1,71 w .. 






district. 










100. 

Maintenance of one stallion chart six 
centres 

21 


23 

44 


•• 

** 



lot. 

Appointment of trained shearers 

3 


*5 

18 



*• 

*■ 


102* 

Popularisation of alkali treatment of 

2 


10 

12 

t „ 



.. 



rice straw. 










IO3. 

Contribution to cattle shows 

2 


89 

91 


♦ * 



*. 

IO4. 

Establishment of field diagonostic la¬ 
boratories 

12 


3 

15 

*• 


•• 


•• 

IO5. 

Improvement of production and quan¬ 
tity of ghee in selected ghee-producing 

9 


58 

67 

•• 


•• 




areas. 










I06. 

Establishment of piggeries at Angul . 

6 


45 

5 i 



*■ 

*• 

•• 

107. 

Establishment of a horse breeding sta¬ 
tion at Angul. 

2 5 


55 

80 




•• 



Total 

23,47 

43.79 

67,26 

.. 





13. Forestry 

108. Establishment of a Training School 










65 


25 

90 







for foresters. 







108-A, 

Training of students abroad in Forestry. 



77 

77 


** 


** 


109. 

Soil Conservation . , . 

2 


69 

71 






110. 

Extension and improvement of forest 
roads. 

3>75 


16 

3 > 9 J 




■■ 


111. 

Construction of quarters and wells for 
the staff of the Forest Department, 

1,61 



1,61 



* - 

* ■ 


112. 

Demarcation of forests 

20 


89 

I )°9 



... 



1 13 - 

Creation of minor forests . 

90 


5 

95 





., 

114. 

Management of private forests 



30 

30 





. . 

115. 

Settlement of forest reserves 

•• 


55 

55 

•• 


** 

*• 



Total 

7,13 

3 

,66 

io >79 





■■ 


57—1 T.E. Com.(ND)/55 










134 * Co-operative Training and Education 

1,70 

t,o8 

2,78 

135. Subsidies to societies for backward classes 


5 ° 

50 

135-A. Subsidies to Co-operative Societies in 
partially excluded areas. 


50 

50 

136. Organisation of building societies . 

40^00 

2,17 

42,17 

137. Organisation and supervision of agri¬ 
cultural production and marketing so¬ 
cieties for special crops. 

1,00 

9 6 

1,96 

13 7-A, Organisation and supervision of Tur¬ 
meric Grower’s marketing society for 
Agency areas. 

28 

26 

54 

[37-B. Organisation and supervision of Salt 
Manufacturers’ Co-operative Societies . 

60 

27 

87 . 

Total 

67.94 

21,52 

89,46 

16. Instructional Propaganda 




138. Publicity . . 

i } 6o } 

11,44 

13,04 

t38-A. Installation of village radio sets . 

3 j 11 

2.46 

5,57 .. 

139, Organisation of Information and Pub¬ 
licity Service and appointment of Career 
Advisers. 


- * 

. . . 

140. Visual aids to Education ♦ 

** 


.. 

Total 

T 7 l 

13,90 

l8,6l 





17. Rural Uplift and Village Amenities 




141. Village Welfare Centres . . * 

j 3j77 

5>98 

19,75 

141-A. Provision for rural water-supply 

50,00 

•• 

50,00 

142. Improvement of small townships 

944 

56 

10,00 

143, Loans under the Land Improvement 
and the Agriculturist Loans Act. 

2,23,38 

6,24 

2,29,62 

Total , 

2 , 9 6 »59 

12,78 

3,09,37 

18. Education 




144. Opening of six Elementary Training 
Schools. 

6,00 

3,30 

9,30 

145. Expansion of the Secondary Training 
Schools at Cuttack and Berhampur. 

4 ,°o 

4,30 

8,30 

146. Expansion of Training College at Cut¬ 
tack. 

1,50 

2,22 

3,72 

147. Opening of a Secondary Training School 

for women. 

2,60 

1.69 

4,29 

148. Conversion of Government Zilla Schools 
into Technical High Schools. 

4,00 

3 . 8 i 

7,81 .. .. .. .. . .. 

148-A. Construction of quarters for teachers of 
existing Government High Schools for 
boys. 

L 5 ° 

* * 

12,50 

149. Strengthening the headquarters staff of 
the Director of Public Instruction, 

•• 

i >50 

1,50 

150. Provision for sending annually eight 
graduates for higher study abroad and 
three school teachers and inspecting 
officers for study in educational methods. 

Nil 

7.84 

7,84 
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STATEMENT lll- contd. 

(Rupees in thousands.) 


1 23 456 78 9 10 11 


151 ' 

Construction of buildings for schools 
under free and compulsory education. 

36,00 

Nil 

36,00 





15^* 

Improvements of buildings and equip¬ 
ment of existing Primary Schools. 

25,00 


25,00 





■ 53 - 

Improvement in the pay of teachers in 
existing Primary Schools. 

■* 

33,73 

33,73 





r 54 * 

Opening of Government Middle Eng¬ 
lish Schools lor boys. 

10,00 

2,71 

12,71 





I 55 * 

Improvement of the existing Middle 
English Schools for boys. 

10,00 

10,95 

20,95 





156. 

Grants-in-aid to twenty Middle English 
Schools for girls. 

5,00 

1,85 

6,85 





157 - 

Improvement of the existing Aided 
Middle English Schools for girls. 

1,20 

1,10 

2,30 





158. 

Graint-in-aid to 30 High Schools for 
boys, 

12,00 

6,75 

18,75 





159 * 

Opening of ten Government High 
Schools for girls. 

16,25 

3 jI 5 

19,40 





160. 

Improvement of existing High Schools 
for boys. 

11,00 

5 >°o 

19,00 





160-A. 

Appointment of career advisers in High 
Schools. 

2 

i ,33 

1,35 


.. 



161. 

Improvement of the existing Girl’s High 
Schools. 

8,00 


8,00 





162. 

Appointment of Inspectress, District 
and Deputy Inspectresses of Schools. 

53 

60 

1,13 





163. 

Training of Physical Instructors . 

2 , 5 6 

3 ° 

2,86 





164. 

Physical Education .... 

90 

1,46 

2,36 





165. 

Strengthening the Inspecting staff 

12,50 

5,35 

17,85 





166. 

Improvement of Education of Scheduled 
Caste, Backward and Hill Tribe students, 


3 , 7 ° 

3 , 7 o 





167. 

Establishment of a College of Commer¬ 
ce. 

2,71 

22 

2,93 





167-A. 

Construction of building for a Law Col¬ 
lege. 

3,00 


3,oo 





168. 

Research and Post-graduate Scholar¬ 
ships. 


76 

76 





169. 

Grants to youth activities including grants 
for a School of Music. 

1,00 

1,00 

2,00 





169-A. 

Adult Education .... 


3 , 7 ° 

3 , 7 ° 





169-B. 

Visual Aids to Education . 

35 

60 

95 

.. 




170. 

Opening of B,A. and I. Sc, Classes in 
the Puri and Balasore Colleges. 

20,00 

2,20 

22,20 





171. 

Improvement of Aided Colleges . 

3,50 

7 i 

4,21 





172. 

Opening of degree classes in Geography, 
Geology and Zoology in the Ravenshaw 
College. 

11,00 

i, 9 6 

12,96 

M 




1 73 - 

Opening of Post-graduate classes in the 
the Ravenshaw College. 

10,50 

4,88 

15,38 

.. 




1 74 - 

Opening of a College for women with 

I.A., I. Sc. and B. A. (pass) course. 

6 , 3 ^ 

,«3 

11,13 





i 7 r >- 

Expansion of Zanana Education 

65 

36 

1,01 





176. 

Stipends for women students outside the 
Province* 


37 

37 





177 - 

Opening of Sevasadan or occupational 
institute for women. 

1,10 

45 

E 55 

*• 

.. 

-* 
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(Rupees in thousands) 


i 


2 3456789IOII 


178. 

Encouragement of Oriya literature 


25 

25 

** 

• * 

* • 



179, 

Improvement of institutions for Oriental 
Learning. 

80 

50 

1,30 

•* 


*• 



1 So. 

Establishment of a School of Arts and 
Grafts. 

2,3° 

30 

2,60 

•• 




■■ 

180-A. 

Education of the blind 

40 


53 

•• 


•• 


•• 

180-B. 

Education of the deaf and mute . 

40 

23 

63 




-- 


181. 

Introduction of free and compulsory 
education. 

4,20 

25,20 

29,40 

*♦ 



*• 


181-A. 

Opening of pre-primary Schools 

L7i 

48 

2,19 

•• 

•• 

♦♦ 


•* 

182. 

Opening of primary schools in partially 
excluded areas. 

2,50 

4*5° 

7,00 

•• 

•• 

•• 


•* 

183. 

Midday refreshment for students 


5,00 

5,00 


-• 

•• 


•• 

184. 

Elementary training schools for women 
at Berhampur and Sambalpur. 

1,,80 

L45 

3*25 

■■ 

•• 

•• 

•• 

•• 

"■ 185. 

Improvement of Hindu Women’s Train¬ 
ing Institution at Cuttack. 

1,60 


1,60 


•• 

** 

•• 

•• 

186. 

Expansion of the Sambalpur College . 

31,00 

6,21 

37*21 



•• 

** 

♦* 

187. 

Construction of buildings for Utkal Uni¬ 
versity. 

20,00 


20,00 


•• 



•• 

188. 

Improvement of Anglo-Indian and Eu¬ 
ropean Education . 

80 

65 

L45 


• • 



•• 

189- 

Establishment of a Provincial Museum 
and a Central Library. 

3? 75 


3,75 

** 



• * 

* * 


Total 

3.17.93 

1,67,58 

4,85,5* 



*• 













rg. Medical and Public Health 









190, 

Training of Technicians and ward or¬ 
derlies. 


50 

50 

•• 

*• 

♦* 

- 

•• 

190-A. 

Training of Health Inspectors 

3 

43 

46 

•• 

*• 

•• 

*• 


191, 

Post-graduate medical education in 
India and abroad. 


2,30 

2,30 

** 

•• 

■* 

•• 


i9 2 * 

Improvement of District Headquarters 
Hospitals (excluding the Medical Col¬ 
lege Hospital, Cuttack.} 

3*27 

2,36 

5*63 


* * 




198- 

Provincialisation of sub-divisional hos¬ 
pitals. 

2,70 

1,46 

4,16 


“ 




194, 

Expansion of Medical Relief 

29*90 

15*55 

45*45 




•• 


*95- 

Improvement in status and emoluments 
of the Nursing profession and lower 
grades of the medical profession. 


10,00 

10,00 

• ■ 

* - 


** 

*- 

196. 

Improvement of nursing education in 
the Cuttack General Hospital. 


25 

25 


. 

•• 

• ■ 

- 

197. 

Expansion of Maternity and Child Wel¬ 
fare Services in Orissa. 

8,58 

4*5« 

13,16 



** 

•• 

•* 

198.' 

Establishment of a Midwifery Training 
School at Berhampur. 

55 

30 

85 


•• 

•• 


- 

199* 

Training of Dais • 

- 

2,42 

2,42 





* k 

200, 

School Medical Service 

6 

5*47 

5,53 






201. 

Establishment of a Tuberculosis Sana¬ 
torium in Orissa. 

3>4o 

2,17 

5,57 

** 

•* 

-- 


** 

202. 

Town drainage .... 

■* 


.. 

*• 


*. 

. - 
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(Rupees in thousands) 


2 3 45 6 7 891011 


203* Provision for rural water-supply 

204. Health Organisation 

•• 

12,75 

12,75 

.. 

.. 


205. Anti-Leprosy Scheme . ♦ 

7 . 5 ° 

9,27 

,6 >77 




206. Anti-Malaria Scheme 

2,60 

2,54 

5*14 



- * 

207. Anti-Filaria Scheme 

8 

84 

92 




208. Epidemic Control in rural areas 

72 

L °5 

U 17 



** 

209. Establishment of a Health School 

Li 9 

I >°5 

2,24 


• • * • * • 


210. Encouragement of indigenous systems 
medicine other than allopathy by 

granting suitable subsidies. 


1,00 

1,00 




210-A. Establishment of an Ayurvedic School 

2,50 

75 

3,25 


* ■ * * '' 

•• 

21 o-B. Registration and control of Practitioners 
of systems of medicine other than allo¬ 
pathy. 

• * 

10 

10 




211. Establishment of a Mental Hospital, 

4 , 5 ° 

78 

5,28 




212. Mobile Field Hygiene Units 

26 

1,25 

L 5 i 




2!3. Improvement of the Orissa Medical 
College and the attached Cuttack Gen¬ 
eral Hospital, 

19,80 

8,07 

27,87 




213-A. Establishment of a Medical Store 

3 , 5 ° 

21,93 

25,43 

.. 



214. Establishment of Infectious Diseases 
Hospitals. 

2,78 

3,25 

6,03 


.. 


2I4-A. Establishment of Venereal Disease Clinic 

20 

80 

1,00 

.. 



215* Anti-Yaws Campaign 

10 

1,09 

1,19 


.. 


Total 

94,22 

1,14,31 

2.08,53 




20. Housing and Town Planning 













216. Provision of Urban Water Supply . 

50,00 

•• 



* * 


216-A. Town Drainage .... 

50,00 


50,00 




217. Mechanisation of Municipal Conservan- 

cy- 

L75 

U35 

3,i° 



** 

218, Town-planning and town improvement 

45,00 

5, 00 

50,00 


■ * 


2 18-A. Town improvement trust for Cuttack 

40,00 

10,00 

50,00 


• * 


219. Provision of quarters for the low-paid 
municipal staff, 

8,00 


8,00 




Total . 1 

,94,75 

J6,35 

2,11,10 




21 . Labour and Labour Welfare 







220, Re-organisation of the Factory Inspec¬ 
tion Department. 

1,50 

1,24 

2,74 


• • 

• ■ * 

221. Welfare measures for factory and 
Industrial labour. 

a,77 

1,76 

4,53 

•• 

,, 

•• 

Total 

4,27 

3,00 

7,27 

.. 

.. 


22. Scientific and Industrial Research 







222. Scientific and Industrial Research 

15,00 

5,00 

20,00 

.. 

• • ■ * •• 



2 3 ♦ General A dm in istration 

223- Introduction of village officers in the 33 25,34. 25,67 

coastal districts of North Orissa, in Gan- 
jam Agency and in Koraput. 
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STATEMENT lll—contd. 


(Rupees in thousands) 


i 


2 


34 567 89 10 n 


224, Provision of Land Acquisition staff for 
Post-war Schemes. 

L 5 ° 

12,51 

14,01 

.. 

* * 

• ■ 



225. Restoration of pre-existing scales of pay 

• • 

1,20,00 

1,20,00 

.. 


.. 

.* 


226. Increased district staff for reconstruc¬ 
tion measures. 

6,oo 

10,58 

16,58 




*• 


227. Improvement of administration of the 
local self-governing units in the Pro¬ 
vince. 


10,00 

10,00 


• * 

• * 

* * 


227-A. Financial assistance to local bodies to 
make up the war time neglect of repairs 
to roads, buildings, etc. 

* * 

25,00 

25,00 

' ’ 

• * 


• • 


228. Standardisation of weights and measures 

70 

2,40 

3,10 



♦ * 



229. Survey and Settlement operations . 


18,87 

18,87 

• • 





229-A. Training of Amins and Inspectors in 
Survey and Settlement Operations. 


32 

32 

.. 

•• . 




230, Increase in the land records staff at 
Sambalpur. 

3 

2,08 

2,M 

.. 





Total 

8,56 

2,27,10 

2 , 35 > 66 



** 

- 


24. High Court 









231. Establishment of a High Court in Orissa 

7 > 5 ° 

2,50 

10,00 . * 

.. 

.. 




231-A. Construction of Civil Court buildings 
and residences for Sub-Judges and Mun- 

sifs. 

4:53 

* * 

4:53 

* • 

• * 

* * 



Total * 

12,03 

2 . 5 ° 

14:53 



• • 




Servicing charges on recoverable grants and 

loans at 3 J per cent. (Half the total amount ♦ * 2,25,31 2,25,31 

has been taken for the whole period of five 

years). 

Repairs and maintenance charges at 3 per cent. .. 1,81,57 1,81,57 

from the total outlay have been taken for 
the whole period of five years). 


Grand Total 24,22,30 13,66,3437,88,64 3,10,01, 9,74,87 12,84,88 2,48,60 6,01,30 8,40,90 


STATEMENT IV 

Statement of schemes showing the estimates as proposed by the State and the final estimates as approved by the Planning Commission and the total developmental 

expenditure incurred during 1946-47 to 1950-51 


(Rupees in lakhs.) 


State’s State’s Final Plan State’s total 

original revised as approved develop- 
Head proposals proposals by Planning mental 

submitted to submitted to Commission expenditure 
Planning Planning during the 

Commission Commission period from 

1 946-47 
to 

1950-51 


1 

2 

3 

4 

5 

L Agriculture and Rural Development— 





(1) Agriculture ........ 

459-18 

498-86 

205-5 

232*28 

(2) Veterinary and Animal Husbandry .... 

173*21 

168*30 

5 2*8j 

28* 17 

(3) Dairy and Milk Supply 

. 

5*59 

9 ’ 2 j 


(4) Forests ........ 

37'50 

44* 80 

i 3 *t 

8-34 

( 5 ) Co-operation ........ 

49 ‘ 99 

50*00 

28*9 

i 9- J 4 

(6) Fishereis ........ 

73-40 

69* 64 

33*4 

29*48 

(7) Rural Development. 

. . . 12*88 

12*82 

10*0 

4*47 


Total . 806* 16 


850*01 


352-9 


321*88 
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STATEMENT W—ctmld, 


(Rupees in lakhs) 


I 




2 

3 

4 

5 

II, Irrigation and Power Projects 

• 

. 

• 

959 '63 

959*63 

691*0 

162’69 

III. Industry — 








(1) Cottage Industries 

(2) Other Industries .... 

- 

- 

• 

69-30 

320*00 

49*00 

550*00 

27-6 

65-3 „ 

. 

- 164-63 



Total 

* 

389-30 

599 * 00 

92 ' 9 

164-63 

IV. Transport — 








(1) Roads ..... 

- 



245*96 

335*96 

200*0 

304* 00 

(2) Road Transport 

* 

. 


36-58 

38-58 

20* 0 

11*40 

(3) Ports and Harbours 


. 


1*30 

27*00 

1 • 0 




Total 


285*84 

401*54 

221 • 0 

315’40 

V. Social Services — 








(1) Education ..... 




258-39 

381*88 

09*5 

’ 73*44 

(2) Medical ..... 

(3) Public Health . 


• 


167-34 

157-66 

167-34 

157-66 

78-7 ' 

46-4 j 

► 95*59 

(4) Housing ..... 




21*00 

21*00 


10*00 

{5) Labour and Labour Welfare 




33*57 

41*93 

1 * 9 

2*03 

(6) Amelioration of Backward Classes 


. 


221*53 

219-74 

116*4 

35*32 



Total 


859* 49 

989-55 

422*9 

316-38 

VI. Miscellaneous ..... 




10*31 

10*31 

3*5 

3*90 



Grand Total 


33 , 10*73 

38,10*04 

17,84*2 

12,84*88 



STATEMENT V 







Developmental Expenditure in 

the 

Plan 

(Rupees in thousands.) 

Description 




1 950-5 1 
(Actuals) 

1 951-52 
(Actuals) 

1952-53 

(Revised) 

1953-54 

(Budget) 





Trs. 

Trs. 

Trs. 

Trs. 

Development expenditure included in the Five 

Year 

Plan— 






(a) On Revenue Account 


, 

* 

2,30,41 

2,21,63 

2,5 L 95 

3,04,67 

(b) On Capital Account 


. 

• 

58,16 

60,49 

82,78 

i, 3 2 ,52 



Total 


2,88,57 

2,82,12 

3 , 34-73 

4 , 37,39 

Developmental expenditure outside the plan — 








(a) On Revenue Account 

• 

- 

* 

5 , 49-57 

4,00,07 

4 , 80,42 

5,58,78 

(£) On Capital Account 



• 

4 , 67,32 

8,57,67 

12,00,33 

14,00,00 



Total 


10,16,89 

12,57,74 

16,80,77 

19,58,78 

Non-Developmental expenditure— 








{a) Revenue Account (A) 

• 

. 

• 

4,21,04 

4,62,75 

5,07,86 

5,81.77 

( b ) Capital Account (B) . 

• 

. 

• 

r> 43>*9 

4 , 34,'2 

54,66 

•> 43,33 



Total 


5,64,33 

8,96,87 

5,62,52 

7 . 25,10 


A.—Excludes expenditure on account of relief and rehabilitation schemes. 

B~ Represents State trading schemes, Appropriation to contingency fund and repayment of Ways and Means Advance and other loans. 
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statement VI 

Statement showing the Estimates aid Progress of Development Expenditure within the tive-Tear Plan 

(Rupees in lakhs) 



Head/Sub-head of Development 

Expenditure proposed under the 
Five-Year Plan 

For Five 
years 

Progress of development expen¬ 
diture 

W 5 2 

I 952-53 

1953-54 

1951-52 

(Actuals) 

■ 952-53 

(Revised) 

■ 953-54 

(Budget; 


I 

2 

3 

4 

5 

6 

7 

8 

1. Agriculture— 








(0 

Administration and extension 

17-25 

17-25 

17-02 

89*10 

i 6*43 

i 4*43 

14*62 

(«) 

Education and Training 

. 1-64 

1*84 

i- 3 8 

8*57 

1*25 

o *99 

°*73 

(«#) 

Research ...••* 

6-79 

7*45 

3 ‘ 7 2 

25*95 

0*74 

2*23 

1*46 

(to) 

Land Development and Reclamation 



•• 

•• 

- 

*• 


w 

Minor Irrigation . * 

* 


•• 


■* 

*• 

•• 

(»■) 

Manures and Fertilisers . * 

3 ‘96 

4*l8 

3 ‘ 54 

20*35 

2*98 

1-72 

5‘48 

(fit) 

Seed Schemes ..... 

8*15 

8 ’ 20 

8*98 

42*33 

3*08 

3*42 

3* 60 

(rm) 

Provision of implements .... 

. 0'58 

0*60 

°*55 

2*23 

1*25 

•• 


(**) 

Other Schemes ..... 

* 4*33 

4*33 

3*95 

■ 8*97 

3*28 

2*29 

2*49 


Sub-Total of I (i) 

* 42.70 

43-85 

39**4 

205.50 

29.01 

25.08 

28*38 

*2 , Vett r in ary and Animal Husbandry— 








(«■) 

Administration ..... 

*‘34 

Si X" 

2*16 

9-80 

1 *34 

2*33 

2*71 

(«) 

Education and Training 

1 * to 

1*15 

1*23 

5*94 

j * 10 


1 ’ 18 

(»0 

Research ...... 

0*14 

0* 18 

0*26 

i *74 

0* 14 

o‘ 16 

0*26 

(«) 

Veterinary Facilities .... 

2*37 

2-90 

3-86 

J 8'37 

2*37 

3*23 

4 * 5 * 

w 

Livestock improvement . * 

I ’67 

2*12 

2*94 

i 3'78 

1*67 

2*02 

2-56 

(«) 

Other Schemes * - 1 

0*52 

°‘59 

0*61 

3**7 

0*52 

0*58 

0*69 


Sub-Total of 1(2) 

7 *i 4 

8*93 

11 *06 

52*80 

7*14 

9*47 

n* 9 * 

3. Dairying and Milk Supply-^ 








v0 

Milk supply for towns . 

1*50 

2*09 

1*68 

8*49 

t* 5 ° 

t *80 

1-67 

(«) 

Ovher schemes , 

. 

■* 

•• 

O.7J 

*• 

** 



Sub-Total of 1(3) 

^50 

2*09 

1*68 

9*20 

1 *50 

1 *80 

1-67 

4. F jrcSEs— 








(0 

Administration ..... 

. 

•• 


*• 

•* 

** 


[ii) 

Education and training 

0*27 

0*27 

°’54 

1 96 

0*08 

0’ 12 

0*29 

(iii) 

Research ...... 

. 

” 



•* 

** 


[k) 

Forest Development .... 

* 2* l6 

2* l6 

2*25 

11*14 

1 ’04 

1*27 

1 *75 

W 

Forest Industries . ... • 

. 

■■ 

** 






Sub-Total of 1(4) 

2-43 

2*43 

2 "79 

13*10 

1 * 12 

i *39 

2 04 

5. Go-operation*-*' 








(0 

Administration ..... 

2*73 

3'48 

3 * 9 i 

18*76 

2*73 

3*24 

3*95 

fii) 

Education and training .... 

. 0'27 

0-36 

0-48 

2*31 

0-27 

CO 

b 

0*36 

(«*) 

Credit ....... 

0 • 06 ■ 

0*04 

0*05 

0*25 

o* 06 

0*04 

0-15 

iw) 

Marketing and Industrial Co-operative 

. I * 06 

r *39 

1 *49 

7-27 

1 26 

i* 5 l 

i '40 

w 

Farming schemes ..... 

Nil 

Nil 

o ' 07 

✓ 

0*31 

Nil 

Nil 

Nil 

(«) 

Other schemes . y • 

Nil 

Nil 

Nil 

Nil 

_ t _ 

Nil 

Nil 

Nil 


Sub-Total 1(5) 

4-12 

5* 2 7 

6*oo 

28*90 

4*32 

fl*I2 



58—1 T,Et Com. (ND )/55 
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STATEMENT VI —Conld. 


(Rupees in lakhs 


I 


2 

3 

4 

5 

6 

7 

#5 

6. Fiiherics— 

(i) Administration .... * 


o *43 

0-43 

0*63 

2 ’81 

0*42 

0*44 

o'4<i 

(ii) Research ...... 


0-36 

°’47 

0*40 

2*03 

0-40 

0 * 40 

°"43 

(iii) Marine Fisheries . 


o'60 

0'52 

o’ 66 

2 83 

0'11 

o *33 

o *34 

(iv) Inland Fisheries * 


4‘44 

4*53 

4*16 

25*73 

7-29 

4*55 

4*33 

(v) Other Schemes .... * 

- 

Nil 

Nil 

Nil 

Nil 

0*23 

0*25 

0*25 

Sub-Total of 1(6) 

* 

5-85 

5*95 

5*85 

33 * 4 ° 

8*45 

6*07 

5-83 

7. Rural Development— 

(0 Panchayats ..... 


Nil 

Nil 

Nil 

Nil 

Nil 

Nil 

Nd 

{ii) Other Schemes ..... 


1-69 

i*88 

t '61 

10*0 

1*30 

1 *35 

1 60 

Sub-Total of 1(7) 


1 ’69 

r-88 

1 *6i 

10*0 

1 *°3 

i *35 

r' 60 

II. Major Irrigation and Power Projects 

1. Multi-purpose projects 









2. Irrigation projects (Minor Irrigation) 


48 "54 

91*46 

60’00 

3,00*00 

71-54 

70*00 

60’CO 

3. Power Projects ....... 

* 

89-23 

1,07-40 

j.94 37 

3 » 9 i *00 

58-55 

73-85 

1,23-9 9 

Total of II 

* 

1 . 37-77 

1,98 • 86 

a. 54‘37 

F' 

0 

0 

1,30*09 

1.43-85 

1,83-90 

III, Industry 









r. Cottage Industry—* 

(i) Organisation . . , . „ 


0'58 

°*59 

o '59 

2 94 

0*52 

°‘57 

0 ’57 

(ii) Training. 

• 

1*65 

1 *66 

1*69 

8*41 

1 *45 

i ’6o 

1 *60 

(iii) Research 

. 







.. 

(iv) Marketing 

* 

o *63 

o*68 

o*68 

3 * 4 * 

0*65 

0*70 

0-74 

(p) Schemes aided/subsidised by Government . 

* 

2*10 

2*10 

2*10 

10*50 

0' 10 

0* 10 

0'20 

(pi) Other Schemes ..... 

* 

0*46 

o'47 

0*47 

2*34 

0*56 

1 *01 

°*94 

Sub-Total of III(i) 


5'47 

5*50 

5*53 

27-60 

3-28 

3*&8 

4*05 

2* Other Industries— 

(i) Organisation (including Statistics) 


.. 







(ii) Training ..... 


3 ’i 2 

3-00 

3*o6 

i 5 ' 3 o 

2-63 

2*73 

3 22 

(»ii) Research . 





♦. 




(iv) Marketing . . , 




. ♦ 





(p) Finance ..... 

. 

.. * 







( vi ) Industrial Co-operatives . . , 









(pit) Schemes on Government Account * 

* 

. * 

. * 






(viii ) Other Schemes . . . , 

• 

8-80 

12*00 

10‘00 

50*00 

2-96 

10*00 

I0‘00 

Sub-Total of III (2) 

• 

II '92 

15-00 

13*06 

85-30 

5'59 

12*73 

13*22 

Total —III 

* 

i 7‘39 

20*50 

> 8*59 

92*90 

8*87 

16*71 

1727 

IV. Transport 

v. Roads— 

(i) State Highways • • • * , 

• 

6-18 

10*39 

37'47 

2 jOO * 0 

8-94 

15*85 

39 * 75 

(ii) Other Roads • • • * , 

• 


•• 

• * 

• • 

** 

•• 


Sub-Total of IV(i) 

• 

6 ’ 18 

io *39 

37*47 

2,00 ’ 0 

8-94 

15-85 

39*75 

2. Road Transport— 

Nationalised 

* 

6*00 

6*oo 

6*40 

20*0 

2‘37 

9*74 

18*06 

3 Ports and Harbours ...... 

• 


0-50 


I -O 



.. 

Total of VI 

- 

12 * 18 

16*89 

43-87' 

2,21 *oo 

11-31 

25*59 

57-81 









STATEMENT VI—(W. 


(Rupees in lakhs) 


I 


2 

3 

4 

5 

6 

7 

8 

V. Social Serivce 









i. Education— 









(/) Administration . . * 


0‘42 

0‘42 

0-38 

2*11 

0*42 

0*41 

°‘39 

(it) Primary Education other than Basic Education 


20*82 

21-38 

22*25 

L 05 ‘ 9 i 

22*20 

21 *48 

30*38 

(fix) Basic Education . * . . . 


r °5 

7-46 

8'61 

36*27 

C '54 

7*10 

12*57 

(it?) Secondary Education . 


1 4 75 

1 * 76 

I *01 

8'81 

I "13 

0*92 

2*02 

(v) University Education \ 


4*53 

4*55 

4 ' 5 <> 

22-77 

4*33 

4*32 

4-78 

(vi) Technical and Vocational * 


0*09 

o* 10 

0*03 

0*50 

0*04 

0*04 

0*04 

(aii) Social Education , 


0'12 

O' 14 


0*67 

0*04 

• * 

•* 

(i viii ) Other Schemes ..... 


O '49 

0-50 

33 

2 * 46 

0*22 

0*24 

0*24 

Sub-Total ofV(I) 

* 

35*29 

36*31 

37 **i 7 

1 » 79 * 5 ° 

34*92 

34*51 

50-42 

2. Medical— 

(z) Administration . * . • • 


2*65 

2'66 

2*65 

ia *57 

2*51 

2*90 

3*13 

(it) Education and Training 


8*25 

8*25 

8*25 

41-27 

6*78 

7-48 

10*50 

[iii) Hospital and Dispensaries 


4*54 

4‘55 

4 ’ 52 

22*66 

3*70 

4‘00 

5*74 

(A) Other Schemes ..... 


0 30 

o’30 

0*30 

1*50 

1 *01 

0'21 

0*48 

Sub-Total ofV(2) 


i 5*74 

1576 

15*72 

78*70 

14'00 

i 4'59 

1985 

Public Health— 

(i) Administration ..... 


3-86 

3 ’36 

3*88 

19*34 

3*8i 

4*08 

4 48 

(it) Education and Training 



* * 


• • 

** 

“ 

0 03 

(Hi) Water-supply and Drainage 


t" 5 ° 

1-50 

4*33 

7 * 5 ° 

1 '21 

II ' 12 

12-00 

(it 1 ) A.it'.-malaria Schemes 


a '99 

2*99 

2*99 

14*93 

1 '74 

3 04 

1 ’94 

(/•) Other Schemes ..... 

• 

0 94 

°'93 

o *93 

4‘63 

O 70 

0 Q2 

1*29 

Sub-Total or V (3) 


9 28 

9-28 

12*11 

46*40 

7 4 r > 

19 ' l6 

19 '74 

Housing— 









(t) Industrial. . 


Vr- 


•• 

*• 

* * 

* * 

* * 

(zi) Urban 






*• 

•• 

•• 

(zz?) Rural ....... 






*• 

*• 


Sub-Total of V(4) 




r* 





5. Labour and Labour WelfV. 1 c- 
(i) Administration . 


0*38 

o *35 

o ‘35 

1 * 79 

/ 0*35 

°*39 

o *54 

(it) Welfare Schemes .... 


0*03 

0*03 

0*03 

O' 11 

0*02 

0*07 

0*06 

Sub-Total of V(s) 


o *39 

0*38 

0*38 

1*90 

°*37 

0*46 

o*6o 

6. Welfare of Backward Classes'— 









(i) Schedule tribes and Areas—* 

(1) Administration . „ 


2*oo 

2‘02 

3*07 

15*25 

2*69 

2*88 

3 08 

(2) Agriculture and Rural Development 


?*00 

2 ‘09 

1 *23 

10*78 

1 ‘93 

3-96 

i *93 

(3) Roads and Communication * 


0*50 

0*50 

0*30 

2*00 

0*19 

0*24 

0*25 

(4) Education ..... 


15.0° 

I 5’77 

26*09 

78*79 

13*98 

i 8*33 

21*37 

(5) Medical ..... 


0*17 

0‘ 17 

0*50 

0*85 

0*09 

0*18 

0*20 

(6) Public Health . 


1*00 

1*90 

2*50 

- 7*25 

i *99 

2*17 

i *74 

(7) Welfare Activities 


0*40 

0*48 

I '01 

2*23 

o *49 

0*97 

o' 87 

(8) Other Schemes 


0*25 

0*25 

0*24 

I’25 

0*24 

0*36 

0*23 

Sub-Total oV V(G) 


21*32 

23*18 

34*94 

1,16*40 

21 60 

29-09 

29*67 

Total— V 


82*02 

84-91 

1,00-32 

4,22*90 

78' 35 

97 ' 8 i 

Ii20 28 

VI. Miscellaneous 


0*70 

0*70 

0-70 

3*50 

o’66 

o*68 

o *75 

GRAND TOTAL -I-Vf 


3 AV 47 

3,92 • 26 

4.85 98 

17,84 20 

2,82-12 

3 . 34'73 

4 > 37'39 







Receipts on Revenue Accounts (Rupees in thousands} 
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STATEMENT iX 

S'aiwient sfurring detail* of JVon • Tax liutnue 


(Rupees in thousands) 


Grants from Tolls Fees, Other receipts Total Non* Total Grand 

Forests Irrigation Centre etc. tavRovcouo lax Total 

Rv venue 



‘935-37 

4.28 
(2 -5%) 

4,*6 
(2 -4%) 

50,00 
(29 *3%) 

1,92 
(* ’*%) 

5.87 
(3 ■*%) 

66,23 

\.tj /a / 

*,<*4, *3 

*,70,36 

*935-39 

, 6,37 

(3 -5%) 

* >87 
(*%) 

43,00 

(23-6%) 

1,84 
(* -o*%) 

24,85 
(*4 7%) 

77,93 
( 43 0 ) 

*,04,07 

1,82,00 

>939-4" 

6,53 

(3-5%) 

2.38 

(* -3%) 

43,oo 
(22 -8%) 

2,5* 

(* -4%) 

, 36,95 
(* -9%) 

8 *,-'.7 

(43-3%) 

1,06,51 

1,87,88 

>945*45 

43.22 

(*2%) 

(-)4,8 o 

(.000006%) 

53,<>6 

(4-7%) 

I 

(•7%) 

38,36 
(* •«%) 

‘,32,55 
(36 7%) 

2,28,36 

3,6o,7 * 

*946'47 

*7.7" 

(4%) 

(—>6,5* 

( *000003%) 

, *,58,49 
(34-4%) 

6*91 

0 ’5%) 

27-96 
(6 -7%) 

2,04,55 

(44-5%) 

2,35,86 

4,6o,41 

*949-5" 

73,* * 
(6.8%) 

(—76,09 
( -000002%) . 

2,22,06 

(20-5%) 

10,66 

(o*%) 

2,08,30 

(*0-2%) 

5,08,04 

(47%) 

5,73,69 

10,81,73 

*95"-5‘ . 

99.8a 

(9*6%) 

. (—>4.38 

( \ >00002%) 

, *,78,39 

(*7’3%) 

* *,8i 

(* •*%! 

88,70 

(8-6%) 

3,7 V, 34 
(36 *4%) 

6,56,77 

10,31,11 

*95*-5 : * 

97,o» 
(8 ’*%) 

3*33 

(*2%) 

*,7»,37 

(*4-2%; 

*3.42 
(* •>%) 

5,09,0.3 
(*7'4%) . 

4,3:5,2 * 

(41 -s%) 

7,03,22 

“,96,43 

‘952-53 (March Final) . - 

86,79 

(7%) 

2 

( -0002%) 

, 2,14.74 

(*7 -4%) 

, *3.j6 

(* -oD/o) 

71,08 
(4-8%) 

4,<'*,79 
(32 -5%) 

8,33,80 

2,35,59 

1 953-54 (Budget) 

*.05.75 
(7 -8%) 

77 

(*oC%) 

, 3.57,89 
(*6-3%) 

, *3.78 

(* 02%) 

. 57,98 
(4-2%) 

, 5,5*.*7 
(4*> 6%) 

8,05,72 

'3,56,89 
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A critical review of the Five-year 

General .—The progress that has been made in imple¬ 
menting the Five-year Plan during the period under 
review can be broadly assessed from the statement of 
expenditure and control statistics enclosed with the 
report. A critical review of the Plan and its progress 
during 1951-52 and 1952-53 will be attempted in the 
later paragraphs of this note. But at the outset it is 
necessary to state certain general points regarding the 
Five-year Plan of the State as would help to appreciate 
properly the merit of the Plan in terms of the develop¬ 
ment of the Stated resources that it is likely to secure 
and the welfare of its people that it is likely to advance. 

The first point that should be clearly understood is 
that m comparison with the needs of the State the 
Plan is totally inadequate. This point was brought out 
at some length in the State Governments letter to the 
Planning Commission No. 1102-P., dated the Hist May 
1952, and it is, therefore, not necessary to cover in 
details the same ground again. Under the Plan there will 
be hardly any development during the Five-year Period 
beyond what could be visualised under the Post-war 
^construction Schemes which were started from April 
1947 before the Five-year Plan came to be initiated. The 
natural consequence is that the Five-year Plan of this 
State has failed to create in the people the enthusiasm 
which, in the view of the Planning Commission, it is 
necessary to create in order to secure the people’s maxi¬ 
mum co-operation in the advancement of the Plan. In 
State’s Plan has been so drastically pruned by 
the Commission that, not even alL the continuing schemes 
initiated under the Post-war Reconstruction Programme 
could be included in the Plan, and in some spheres the 
level of developmental expenditure during the period of 
the Plan would be even lower than what it has been 
m the previous period. The provision in the Plan is 
particularly inadequate in the spheres of agriculture, 
industry, and communications. Adequate provision does 
not exist in the Plan for utilising fully the benefits from 
Hirakud development either in the industrial or in the 
agricultural fields. Ail,authorities are agreed that a bold 
policy of Ir:d us trial isation should be pursued if the 
Hirakud Project is to become a porfxtable one. Equally 
important is agricultural development in the irrigated 
areas. For sponsoring industries there is a meagre pro- 
vis 1 on of only Rs. 30 lakhs in the Plan for formin'* an 
Industrial Finance Corporation, This amount is obvious¬ 
ly inadequate. For this reason the inadequacy of the 
Plan and its consequent failure to create enthusiasm 
cannot be made up by referring to the big expenditure 
on Hirakud Project and the magnitude of that scheme 
On the contrary, the failure to provide in the Plan the 
assured development of industries and agriculture which 
should follow from the Hirakud Project has been having 
a further depressing effect. Many are being tom with 
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the doubt that Hirakud ma.y not ultimately be a paying 
proposition, and the huge loan which the State'Govern¬ 
ment is taking on its account may remain a mill stone 
round its neck. Such doubts can only be set at rest 
only if the centre boldly and actively sponsors the 
development of industries in the area and makes a firm 
declaration about installing a steel plant in Orissa as 
soon as possible which wiLi utilise Hirakud power and 
ma.ee that scheme pay as a]so enrich the economy of 
the people of the State. Another big omission in the 
Plan is the omission to provide the railway line essential 
for opening up the mining areas of the State to enable 
fho »tatc Government to exploit its mineral resources, 
ihis is vital for strengthening the economy of the State. 

For maintaining a steady and satisfactory progress in 
the implementation of the State Five-year Plan it is 
absolutely essential that the amount and character of 
Central assistance should be determined and intimated 
to the State Government as early as possible. It is 
equally important that reasonable assistance is assured 
to the S ate Government taking due account of their 
flnanc.'al pocibon. While fixing the ceiling for the State 
Plan &<, Rs. 15 croros in the draft Plan, the Planning 
Commission had recommended that Central assistance 
snould be of the order of Rs. iO crores, the State being 
required to find the rest. In preparing their budgets for 
the year 1951-52 and 1952-53, the slate government 
assumed thai Central assistance for schemes of the Five- 
year Plan would bo forthcoming in that ratio, but the 
Government of India have not yet stated categorically 
what share of the expenditure they would meet for these 
two years, or even for the year 1953-51 though they have 
tried to show that the State Government have during 
these years received from them almost two-thirds of the 
expenditure incurred on the Five-year Plan. In this 
attempt they have included grants or loans given to the 
State Government on schemes not included in the draft 
Five-year Plan, such as, the grant given for the New 
Capital construction and the loan given for the Duduma 
H>dro-Eiectric .Joint Scheme, The New Capital construc¬ 
tion is not a scheme in the Plan, nor has it at any time 
been suggested by any one that it should have been 
The assistance which the Centre has been giving for this 
scheme has been under totally separate arrangement 
and has nothing to do with the promised aid for the 
Five-year Plan. Similarly the Duduma Hydro-Electric 
Joint Scheme was being financed by the Centre by 
advancing loans to the State, as a scheme outside the 
draft Five-year Plan. 

In the draft Five-year Plan the Duduma Hydro-Elec¬ 
tric Joint Scheme and the Hirakud Power Utilisation 
scheme did not find a place. These have been included 
m the final Plan thereby increasing the ceiling of ex- 
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penditure from Rs. 15 crores to Rs. J7 84 crores. But 
the Planning Commission have stipulated that the State 
Government must find the addition.'.! resources. This, to 
say the least, will not be fair to the State Government. 
These two scheme are not really additions to the Plan, 
as the first had already been under implementation 
with Central assistance and the second is an essential 
complement to the Hirakud Project. In the matter of 
Central assistance for the Plan no distinction should be 
drawn between these schemes and those that had already 
found place in the draft Five-year Plan. In fact, it 
would be impossible for the State Government to find 
the entire additional resources for these two schemes. 
The size of our Plan was determined at Rs. 15 crores 
taking into account the entire resources which we can 
expect to raise within the planned period for financing 
the Five-year Plan. This was put at Rs. 5 crores on a 
generous estimate. Adding to it the contribution of the 
Centre, which the Planning Commission recommended 
should be Rs. 10 crores, the size cl the Plan was fixed 
at Rs. 15 crores. If, because of the inclusion of such 
essential schemes as the Duduma Hydro-Electric Joint 
Scheme and the Hirakud Power Utilisation Scheme the 
total oi the Plan has been increased, the total expendi¬ 
ture should b»3 shared between the Centre and the State 
in the same ratio, that is 2 : 1. Even this will place an 
additional burden on the State Government which it 
would find very difficult to bear. 

Even in the final plan with a total expenditure of Rs. 
17*84 crores the provision for the Duduma Transmission 
Scheme is totally inadequate. This scheme found a place 
in the draft Five-year Plan with a provision of Rs. 81 
lakhs for the Five-year period. The same provision has 
been repeated in the final Plan, although the total 
estimated expenditure is Rs. 264 lakhs. In the draft Plan 
Rs. 81 lakhs was all that could be provided within the 
ceiling figure of Rs. 15 crores fixed for the Slate Plan by 
the Commission. This point was explained to the Com¬ 
mission at that time. Unless adequate provision is now 
made for this Scheme, this State cannot utilise the 
benefits from the Duduma Hydro-Electric Joint Sche¬ 
me. The provision that has to be made in the Plan and 
the break-up has already been reported to the Planning 
Commission. 

One important question that arises in connection with 
the financing of the Five-year Plan is the question of 
how the State Government can find additional 
resources to match the contribution of the Centre for 
such schemes as Basic Education, and Social Education 
for which the Ministry of Education are offering contri¬ 
bution up to 30 per cent, and 50 per cent, respectively of 
the total expenditure, asking the State Government 
to contribute the rest. Having tied up its entire 
resources in its own Five-year Plan, it is not 
possible for the State Government to find addi¬ 
tional resources for matching the Cenlre’s contribution 
for such schemes. A satisfactory solution to this problem 
is vital for a backward State like Orissa, for otherwise 
it would be put at a serious handicap in comparision 
with the more developed States with better resources. 
It is obvious that the difficulty cannot be solved by 
curtailing the State’s Plan. The scope for such curtail¬ 
ment is extremely limited in our, case, as most of our 
schemes are continuing schemes which cannot be 
abandoned and further our Plan has already suffered 
drastic pruning more than once. 

To enable the State Government to proceed to imple¬ 
ment the Plan with confidence, it is essential that the 
Centre should now give a definite undertaking to provide 
assistance up to two-thirds of the expenditure on the 
final Five-ygar Plan making necessary addition to it 
on account of the Duduma Transmission Scheme. If any 
attempt is made to reduce the scale of assistance to the 
State Government on the ground that the Finance 
Commission’s award will bring them additional revenue, 
it will again upset the State’s finances and jeopardise 
the plan. The chronic financial difficulties of the State 
are well known to the Government of India and the 
Planning Commission. The award of the Finance Com¬ 
mission will only enable the State Government to put 
their finances in partial order. It will not truly release 
any funds for financing the Five-year Plan. But for 
this improvement, the financial difficulties of State 
Government would have been very great and the imple¬ 
mentation of the Five-year Plan could not but be halting. 
The financial difficulties of the State Government in the 
last three years have been to a great extent due to the 
fact that, the Post-war Reconstruction Programme taken 
up by them with financial assistance from the Centre 
added substantially to their recurring liability. But on 
account of the substantial curtailment to their plan, 
many of the continuing schmes initiated under the Post¬ 
war Reconstruction Programme could not find a place 
in the Five-year Plan and yet they have to be continued. 
It is, therefore, necessary that the improvement in the 
general financial position of the State Government., 
which will result from the award of the Finance Com¬ 
mission. should not be impaired by any attempt to 
curtail the Central assistance under the Five-year Plan. 


Otherwise, the n ,u .e financial difficulties of the State 
Government wifi continue as hitherto affecting neces** 
sarily the progress of the Five-year Plan. 

Agriculture .—The general observations regarding the 
inadequacy of the Plan and how its progress has hither¬ 
to suffered from the uncertainty about Central assis¬ 
tance for the Plan applies most to the agricultural section 
of the Plan. Almost all the schemes that have been in 
execution during 1951-52 and 1952-53 are either con¬ 
tinuing schemes of the Post-war Reconstruction Pro¬ 
gramme or Grow More Food Schemes. Several schemes 
which had to be taken up in anticipation of the Govern¬ 
ment of India’s approval as otherwise the season for 
their execution would have been lost, were not finally 
approved by the Government of India, and their entire 
financial burden has had to be borne by the State 
Government. The Grow More Food Schemes are being 
approved by the Government of India on an annual 
basis and changes of policy with consequent changes in 
the character of the schemes and the targets of achieve¬ 
ment are not infrequent. Unless a steady policy is 
pursued, at least in regard to the major schemes, it is 
futile to expect a sustained progress in the implementa¬ 
tion of the Plan and the achievement of the objectives 
which it has in view. 

The extent of Central assistance that would be forth¬ 
coming having remained uncertain and the States 
.own finances being weak, it has not been possible for 
them to go ahead with even some of the important 
schemes for which the approval of the Government of 
India either as a Grow More Food Scheme or under any 
other arrangement could not be obtained. It has not even 
been possible to proceed to build up the administration 
of the Agriculture Department on a permanent basis and 
to develop a well organised Extension Service because 
much of the staff of the department and of the Extension 
Service have been entertained in connection with tempo¬ 
rary Grow More Food or other schemes approved on an 
annual basis. For the development of agriculture on a 
long-term basis, it is essential that solid and firm founda¬ 
tions for this development should be laid in the Five- 
year Period by setting up a properly organised depart¬ 
ment and making the beginning of a well-conceived 
Extension Service. The introduction of the National Ex¬ 
tension Service which is now under discussion is the 
obvious objective to strive for and as large a beginning 
in that direction as is possible should be made within 
the planned period. 

Under the sub-head ‘agricultural education and train¬ 
ing’ the expenditure during the two years has been 
Rs. 2*24 lakhs as against the provision of Rs. 3*48 lakhs 
in the Plan, but no agricultural school has yet been 
stc.r’ed in the State mainly for the reasons that the 
State Government have not been able to find money for 
the buildings. It is obvious that agricultural development 
cannot be sustained without an adequate flow of pro¬ 
perly qualified and trained personnel. If funds are 
assured, it will not be difficult to make adequate, ar¬ 
rangements for the education and training of the per ¬ 
sonnel. 

The research schemes have not made much progress. 
As against a provision of Rs. 14*24 lakhs in the Plan 
the expenditure in the Two-year period has been only 
Rs. 1-96 lakhs. Lack of progress has been due to the 
State Government inability to provide buildings for 
the research station and here again lack of funds has 
stood in the way. Some funds have been provided in 
the Budget for 1953-54 for commencing the buildings. 
Research must be developed in the order to support the 
National Extension Service when it comes to be orga¬ 
nised. 

The scheme for reclamation of waste lands through 
Government agency has made some progress and has 
been quite successful so far. 484 acres have been re¬ 
claimed in 1951-52, and 600 acres are likely to b* reclaim¬ 
ed in 1952 - 53 . 'the total expenditure being Rs. 2*3 lakhs. 
But these reclaimed lands have not yet been disposed 
of. On some portions follow-up cultivation is being done 
by the department and some portions arc being used or 
are being proposed to be used as seed multiplication 
farms. The question is being examined whether reclama¬ 
tion of waste lands should be a legitimate concern of the 
Agriculture Department or cannot be better handled by 
some other agency of Government such as, the Revenue 
Department. 

The scheme of tractor ploughing by private parlies 
has made very poor progress, only 3.300 acres having 
been ploughed in 1951-52 and 4,670 acres, in 1952-53 as 
against an annual target of 30,000 acres. Expetfence has 
shown that this is not a very suitable scheme for the 
conditions prevailing in this State and the modification 
of the scheme is under Government’s consideration. The^ 
scheme regarding distribution of manures and fertilisers 
has on the whole progressed satisfactorily and has been 
quite successful, but the targets of achievement have 
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keen fluctuating on account of the frequent change in 
\ho late of subsidy allowed on the various fertilisers. In 
regard to ammonium sulphate, the annual target fixed 
was 3.000 tons, but during the two years under review 
this target has been exceeded by 50 per cent. The ferti¬ 
liser has been used mainly for cash crops and not so 
much for paddy, the cultivator does not find it very 
paying to use it for paddy. The high cost of oil-cakes 
has stood in the way of achieving the target of 7,000 
tons annually fixed for this fertiliser, the actual target 
achieved being in the neighbourhood of 1,000 tons. The 
same has been the case in regard to superphosphate and 
bone-meal. In regard to green manure, shortage of seeds 
has stood in the way of reaching the targets. Govern¬ 
ment are contemplating growing green manure seeds in 
their farms. The compost schemes have been very 
successful. 

The scheme for the multiplication and distribution of 
improved varieties of paddy seeds has progressed well. 
As against a target of 4,500 tons for the first two years, 
3,400 tons have been distributed in these areas. This 
scheme is growing in popularity and has great scope for 
expansion through the National Extension Service. It 
will then be necessary to expand the production of seeds 
and Government ore considering a scheme for large- 
scale multiplication of seeds in their own selected farms. 

The success achieved in some of the less important 
schemes, such as, increased production of vegetables, 
distribution of improved implements, grant of loans for 
purchase of agricultural machinery, hiring of agricul¬ 
tural implements, has not been adequate and modifica¬ 
tions of these schemes are under the consideration of 
Government. 


It will be seen that the agricultural plan has yet to 
be given a definite and permanent shape with clear 
objectives. This has not hitherto been possible for the 
reason that on account of uncertainty and obscurity of 
Central assistance, only schemes approved by thorn 
under the Grow More Food programme or which the 
State Government could expect would be approved 
under that programme have been under implementation. 
The State Government, because of their own financial 
difficulties, have not been able to find funds from their 
own resources for even such essential objects as buil¬ 
dings for the Agricultural School and the Research 
Station and have not yet been able to give a permanent 
shape to the Department of Agriculture or take up the 
organisation of a proper Extension Service with necessary 
field staff at the bottom supervisory and directing staff 
above, well developed research in all important matters 
and adequate educational and training arrangements 
for ensuring a steady flow of the requisite number ot 
properly qualified and trained personnel. 

Veterinary and Animal Husbandry , Dairy and Milk 
Supply .—Most of the schemes under this head included 
in the Five-year Plan were schemes which were under 
operation even prior to the formulation of the Five- 
year Plan. What has been aimed at by inclusion of 
these schemes in the Five-year Plan has been the 
expansion and intensification of the activities of the 
Veterinary and Animal Husbandry Department in 
respect of these schemes. During the first two years of 
the Five-year Plan activities under different schemes 
continued to make satisfactory progress and actual ex¬ 
penditure incurred on the various schemes during these 
two years has been in accordance with the expenditure 
that was proposed under the Plan. During the two years, 
20 students were sent for training in Veterinary 
Science; 40 students were trained as stockmen and a 
batch of 38 students is undergoing stockmen training; 
7 additional posts of District Animal Husbandry and 
Veterinary Officers were created for better supervision 
and guidance of the field staff. It was, therefore, possi¬ 
ble during the first two years of the Five-year Plan to 
provide each of the 13 districts of 'the State with a Dis¬ 
trict Animal Husbandry and Veterinary Officer; five 
new Veterinary Dispensaries were also opened during 
the year 1952-53 and three of these have been located 
in development blocks of the Community Projects; the 
scheme of artificial insemination also was making satis¬ 
factory progress and one extra main Centre and four 
sub-centres were started during the first two years of 
the Plan period; under the scheme for serum institute, 
one sub-centre was started at Bolangir to meet the 
increased demand for biological products from the field 
staff. There was no expansion in the activities of the 
department under the other schemes taken of under the 
Five-year Plan, but the existing activities under each 
scheme continued to make satisfactory progress. 

‘In this 8s well as some of the other spheres the State 
Government would have liked to considerably expand 
the developmental activities for which there is not only 
considerable scope, but also very great necessity and 
demand. Due to inadequacy of provision in the Plan as 
well as financial difficulties, however they have not found 
it possible to undertake any new schemes and have had 


to be so rafted with the continuance, with slight expan¬ 
sion he*e rind there, of the schemes that had already 
been taken up before the Five-year Plan came into being. 
In thn field of Veterinary and Animal Husbandry, the 
otate Government is very anxious to do something sub- 
sum* ?ui in regard to the improvement of pastures and 
development ot fodder cultivation which is considered 
as an essential scheme for the well being of the cattle 
wealth of the State, but unfortunately due to paucity 
ot finances, they have been able to touch only the fringe 
ot this big problem and have not been able to register 
any satisfactory progress in this direction. 


Fisheries .—A total provision of Rs. 33*40 lakhs has 
been made under this head in the Five-year Plan. The 
progress of the schemes under fisheries during the first 
two years of the Five-year Period has been satisfactory. 
Against the proposed expenditure of Rs. 5-83 lakhs dur¬ 
ing 1951-52 and Rs. 5*95 lakhs during 1952-53 an actual 
expenditure of Rs. 8*45 and Rs. 6*07 lakhs respectively 
has been incurred on the implementation of the different 
schemes. Great stress has been laid by the State Govern¬ 
ment on the development of inland fisheries in the State 
as Orissa has a good number of inland waters which 
could be turned into productive fish farms. The average 
production of fish fry prior to 1951-52 was 13 lakhs 
annually and this was considered inadequate in com¬ 
parison to the demand for it. During the year 1951-52 the 
production was stepped up and registered the figure of 
23 lakhs using a nursery space ot 210 acres. Attempts 
were also made to reclaim large and neglected swamps 
for stocking fish. In 1951-52, 169 acres of swamps were 
reclaimed. In 1952-53, 98 acres were reclaimed—10 acres 
for nurseries and 88 acres for stocking purposes. A pro¬ 
duction figure of 28 lakhs was also registered for the 
year 1952-53 and it is hoped that during the coming 
years the success of the scheme would be even better. 
The scheme has been progressing very well, but it must 
still be regarded as an experimental one and has to be 
tried for the Five-year Period before it can be deter¬ 
mined to what extent it would be productive. Other 
schemes under the head * Fisheries' like the develop¬ 
ment of Mahanadi estuary, Co-operative Marketing of 
Chilka Fish and Biological and Technical Research have 
also been making satisfactory progress commensurate 
with the meagre provision that has been made for the 
implementation of these schemes. In regard to the 
scheme of development of marine fisheries, the work 
during the period has been confined to educating marine 
Fishermen in Co-operative methods. Under this scheme 
the sale of essential commodities to marine fishermen 
through six Marine Co-operative Society’s stores was one 
of the important items. 


Co-operation.—With a total provision of about Rs. 29 
lakhs under this head for the Five-year Plan of the 
State, out of which nearly Rs. 18 lakhs is provided under 
the head * Administration ’, the programme for develop¬ 
ment in the sphere during the Five-year Period has 
necessarily had to be drawn on a very modest scale and 
the schemes that have been included in the Plan are 
only those which had already been under implementa¬ 
tion under the Post-war Reconstruction Programme The 
aim of the Plan, is, therefore, to merely continue those 
schemes by intensifying to a certain extent the activities 
of the Co-operative Department in the various direqtions. 
The Plan envisages giving of subsidies to the Orissa 
Provincial Co-operative Bank and Multi-purpose Co¬ 
operative Societies as well as for the organisation and 
supervision of Industrial Co-operative Societies and 
Consumers’ Co-operative Societies. Some attention has 
also been given to Co-operative Marketing. 

With regard to the progress of work during the first 
two years of the Five-year Period, it can be said that 
the progress of work has been satisfactory and the 
expenditure under the various schemes has been more 
or less according to the Plan. An expenditure of approxi¬ 
mately Rs. 10 lakhs has been incurred on various 
schemes during the first two years against the total 
provision of about 28 lakhs for the Five-year Period. 
23 Multi-purpose Co-operative Societies., about 800 Rural 
Credit Societies, 42 Sale and Marketing Societies, 7 
Farming Societies, 33 Industrial Co-operative Societies 
and about 120 other societies were organised, registered 
and started functioning during the first two years of the 
Plan period. Although no new irrigation societies were 
organised during this period, a great need was felt for 
the organisation of such schemes but as it is difficult for 
members of the co-operative societies to finance irriga¬ 
tion projects on a co-operative basis without substantial 
state-aid either in the form of loans or subsidies, it has 
not been found possible to organise more societies. Simi¬ 
larly, there is a heavy demand for organising farming 
and building co-operative societies, but as there is no 
provision under the Five-year Plan for specific schemes 
either for co-operative farming or for co-operative build¬ 
ing societies, it has not been found possible to meet the 
demand for such societies which necessarily would 
require substantial assistance from the Government in 
the shape of loans. 
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Forests.—Considering the vast area under forests in 
this State the provision under this head in the Five-year 
Flan is hopelessly inadequate. The total provision for 
the Five-year Period is Rs. 13 lakhs for forests. With this 
provision construction of 497 miles of forest roads, 
demarcation of 856 miles of minor forests and creation 
of 2,380 acres of minor forests are to be undertaken. 
There is also a provision of Rs. 1*96 lakhs for the educa¬ 
tion and training of foresters. The State loan does not 
provide anything for soil conservation which, in fact, 
constitutes the most important aspect of forest develop¬ 
ment. Although the Planning Commission have observed 
in regard to soil conservation that control of erosion /and 
soil conservation measures should receive special atten¬ 
tion in relation to catchment areas and river valley 
schemes and in Community Project areas, especially 
those located in hilly and dry regions, this State Govern¬ 
ment will not be able to take advantage of the provision 
made by the Centre for assisting State Governments in 
this matter because of the Centre's assistance on the 
principle of requiring State Governments to find match¬ 
ing resources for such schemes. 

The progress of the schemes under the Plan for forest 
development has not been wholly satisfactory during the 
first two years and against a provision of Rs. 13 lakhs 
for the Five-year Period about Rs. 2,50,000 has been 
spent during these two years. It is, however, proposed 
to speed up work during the coming year and it is hop¬ 
ed that in the remaining three years the work would 
progress at a much quicker pace and at the end of the 
Five-year Period it would be possible to attain the tar¬ 
gets that have been proposed under the different 
schemes. 

Roads.—In the matter of' road communication, this 
State has been very backward and much attention has 
not been paid to the systematic development of road 
communication primarily on account of the meagre 
finances of the State. With the merger of the 
former Princely States with the State of Orissa, 
the area of the State was almost doubled. The 
areas which merged with the regular State of prissa 
were also very badly off so far as road communication 
was concerned and the State Government was, therefore, 
faced with the problem not only of improving road 
communications in the State proper but also with the 
necessity of providing better road communication in the 
merged States, The State has a large numbei of un¬ 
bridged rivers and a number of districts in the State are 
subject to floods with the result that most of the Roads 
in the State are seasonal. The road programme for the 
development of the road communication in the State, 
therefore, not only necessitates improvement of the 
existing roads so as to bring them to an all-weather 
standard, but also of providing bridges over the rivers. 
An integrated plan of road development for the entire 
State to bring it to the standard envisaged in the 
Nagpur Plan would require an initial outlay of approxi¬ 
mately Rs. 27 crores. In the Five-year Plan for the 
State Rs. 200 lakhs has been provided under this head. 
The scheme that have been drawn up to fit into this 
target of expenditure include only improvement of exist¬ 
ing road and provision of missing links, etc. The provi¬ 
sion is too meagre for constructing any new roads in the 
State. On account of their own financial position and the 
difficulty of getting any substantial assistance from the 
Centre for the road development programme of the 
State, the State Government have had to content them¬ 
selves with this inadequate plan of merely improving 
some of the existing roads in the State. 

During the year 1951-52 an expenditure of Rs. 6-2 lakhs 
and in the year 1952-53 of Rs. 5*39 lakhs has actually 
been incurred under this head. According to the total 
provision in the Plan for road development an amount 
of Rs. 40 lakhs per year during each year of the Five- 
year Period should be spent if the total expenditure is to 
be evenly spread out. Unfortunately, however, the pro¬ 
gress in road development during the first two years has 
been very slow mainly on account of the fact that during 
these two years no assistance from the Centre for this 
part of the Plan has come and the State Government 
was not in a position to make large provision in its 
Budget for road development in view of other commit¬ 
ments and general financial stringency. It is,'however, 
proposed to make up for this slow progress during the 
first two years in the remaining three years of the Five- 
year Period and it is hoped that all the schemes that the 
State Government have decided to take up during the 
Five-year Period will be completed during the next 
three years. Out of 69 schemes under this head which 
have been proposed to be taken up during the Five-year 
Period only nine schemes were taken up during the first 
two years and the work on these schemes is still in 
progress. As pointed out above, all these schemes relate 
mainly to improvement of the existing important roads 
of the State. 


For the development of Agriculture and Industries in 
the State as also for the exploitation of the mineral 
resources, it would be necessary to have an integrated 
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road development plan for the whole State. It is, there¬ 
fore, obvious that merely improvement to the existing 
roads would not answer the purpose and that the State 
Government would have to consider seriously laying out 
of new roads to connect the interior areas for the further¬ 
ance of development schemes in the sphere of Agricul¬ 
ture, Industries and Mining, The State Government are 
considering ways and means of raising necessary 
resources for undertaking the road development pro¬ 
gramme, but they would also request the Government 
of India to consider their case in this regard and suitably 
assist them in implementing the road development pro¬ 
gramme which is of paramount importance for the 
development of the economy of the State. 

Transport .—The Scheme of nationalisation of Road 
Transport Services in Orissa was put into operation in 
this State as early as 1948-49 with a small nupaber of 
vehicles. The scheme has been gradually expanded 
and developed by making investments from loans ob¬ 
tained from the Government of India as well as from 
the general revenues of the State. Considerable progress 
has already been registered before the Five-year Plan 
came into operation. The portion included under the 
Five-year Plan for the development of State Transport 
Services is, therefore, only a part of the original scheme 
for nationalisation of Road Transport Services in the 
whole of Orissa. The total outlay of capital on this 
scheme for the whole State has been estimated at Rs. 1 
crore and 5 lakhs excluding the amount spent on the 
scheme prior to the coming into operation of the Five- 
year Plan. In the draft Plan a lump provision of Rs. 20 
lakhs was made for Road Transport in Orissa. The State 
Government represented regarding the inadequacy of 
this amount as compared to the requirements of the 
State and suggested raising of the provision to Rs. 38-6 
lakhs. This proposal was not, however accepted and in 
the final Plan the provision remains at Rs. 20 lakhs. A 
major portion of expenditure on this scheme is, there¬ 
fore, outside the Five-year Plan. The Road Transport 
scheme being a public utility undertaking and a com¬ 
mercial and revenue earning scheme, the State Govern¬ 
ment are naturally anxious to continuously expand the 
scope of the scheme and to intensify the activities of the 
State Government in this sphere. But unfortunately the 
meagre provision under the Five-year Plan for this 
scheme does not make proper implementation of the 
scheme under the Five-year Plan possible. The scheme 
has been very popular with the people and there is a 
considerable demand both in the Legislature and outside 
for extension of the nationalised Road Transport Ser¬ 
vices to areas where it has not been extended so far. 
It would have been desirable if the provision for this 
scheme under the Five-year Plan had been augmented 
and raised to Rs. 38*6 lakhs as proposed by the State 
Government. 

During the years 1951-52 and 1952-53 an expenditure 
of Rs, 2*37 lakhs and Rs. 12*44 lakhs respectively has 
been incurred on the scheme under the Five-year Plan, 
A further provision of Rs. 16 lakhs has been made for 
expenditure on this scheme during the year 1953-54, 
Once this expenditure is incurred, the total expendi¬ 
ture on the scheme during the first three years of the 
Five-year Period would have exceeded the total pro¬ 
vision for the Five-year Period made for the scheme in 
the Plan. This goes to show the inadequacy of the Five- 
year Plan of the State in this sphere as compared to the 
actual, requirements of the State. 

Ports and Harbours .—Under this head a provision of 
Rs. 1 lakh has been made for the improvement of the 
Chandbali Port. The proposal is to develop this Port 
by constructing slip-way workshops and Jetties, The 
State Government had asked for a provision of Rs, 27 
lakhs for this purpose in the revised Plan of Rs. 38 
crores that they had sent to the Planning Commission 
and which was not accepted by the latter. The final 
Plan, therefore, contains the original provision of Rs. 1 
lakh. No work has been done under this scheme during 
the 2 years because the State Government had not found 
it possible to provide any funds in their Budget for this 
purpose. It is hoped that the work would be taken up 
and completed, to the extent completion is possible 
within the meagre provision, during the next three 
years. 

Labour .—A total provision of Rs. 190 lakhs has been 
made under this head for the Five-year Period. The 
expenditure is spread over such schemes as Boiler 
Inspection, administration of Labour laws, setting up of 
an Industrial Tribunal, organisation of Trade Unions 
and opening of libraries. During the first two years of 
the Plan-period an expenditure of approximately 
Rs. 86,000 has been incurred under these schemes. None 
of these schemes can be regarded as development sche¬ 
me in the true sense of the word. Those of the schemes 
that have been included in the Five-year Plan for 
* Labour include the schemes that were already under 
implementation before the Five-year Plan period. They 
are all continuing schemes and have found their places 
in the State Plan. No comments of the State Govern¬ 
ment regarding the work done in regard to these sche¬ 
mes are necessary. 
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Amelioration of Backward Classes 

Schemes were originally submitted for the Five-year 
Period under this head at a total cost of Rs. 224*74 lakhs. 
Subsequently in discussion with the Planning Commis¬ 
sion and the Commission for Scheduled Castes and 
Scheduled Tribes, these estimates were revised and the 
expenditure during the Five-year Period was reduced to 
Rs/ 200 lakhs. In the final Five-year Plan, however, the 
expenditure on these schemes has been finally reduced 
and kept at Rs, 116-35 lakhs. After adding to this the 
provision of Rs. 10 lakhs for rural development, the total 
provision for the Five-year Period under the head 
‘Amelioration of the backward classes’ comes to Rs. 126 
lakhs. The result of this reduction has been that the 
approved schemes under this head during the Five-year 
Period include practically no new schemes and there is 
also very limited scope for the expansion of the continu¬ 
ing schemes. In pressing for increased grant for the 
schemes for amelioration of backward classes, the State 
Government apprised the Planning Commission of 
their financial position as also the Constitutional obliga¬ 
tion that the Government have for the amelioration of 
the scheduled and other backward classes who form 66*7 
per cent, of the total population of the State. It was also 
pointed out that in view of the high percentage of popu¬ 
lation of these backward classes and the vast under¬ 
developed areas in which the population of these classes 
is concentrated the magnitude of the problem of welfare 
is considerable and no tangible results can be achieved 
during the limited period of 10 years during which, 
accprding, to the Constitution, they have to be brought 
up to the level of other classes, unless the existing 
schemes for their welfare and amelioration are expanded 
and new schemes introduced. 

The schemes that the State Government have under¬ 
taken under this head of development are specially pro¬ 
jected for the amelioration of the scheduled tribes, castes 
and backward classes. In Orissa villages, the population 
of these classes of people is mixed up and it t has not, 
therefore, been found possible to specifically distinguish 
the schemes that are meant for amelioration 'of schedul¬ 
ed castes and other backward classes and these for the 
tribal areas. All the schemes emphasise work for the 
tribals and go also to benefit other classes to some extent. 
The schemes that were taken up prior to the coming 
into operation of the Five-year Plan and that have conti¬ 
nued since, cover the fields of education, economic 
development, health and sanitation and social welfare. 
The schemes have been classified under two broad heads, 
namely :—(1) Rural Development bnd (2) Welfare of 
backward classes. The salient points of the schemes 
under these two heads and the progress in the schemes 
during the first 2 years of the Five-year Plan period 
are given below : — 

(1) Rural Development ,—A provision -of Rs, 10 lakhs 
has been made in the Plan for the schemes under this 
head. As against the proposed expenditure of Rs. 3*57 
lakhs during the first two years of the Five-year Period, 
an expenditure of Rs. 1*30 lakhs in the year 1951-52 and 
of Rs. 1*35 lakhs in the year 1952-53 has actually been 
incurred. Two important schemes under this head are 
the Village Welfare Centres Schemes and the scheme for 
training women workers in crafts, midwifery and child¬ 
care. In the Village Welfare Centres which have been 
opened in the selected backward villages of the State, 
trained Village Welfare Guides demonstrate and popu¬ 
larise improved methods of agriculture, various cottage 
industries, village sanitation etc., 57 such Centres have 
so far been established in this State and are proving 
useful. Although during the year 1952-53 it was not 
found possible to open any new Centres due to paucity 
of funds, over a lakh of rupees was spent in maintaining 
and improving the activities of the existing Centres. At 
the Women Welfare Training Centre at Angul, women 
workers are trained in welfare work and also got train¬ 
ing in crafts and maternity. The cost on account of the 
board and lodging of the trainees is borne by Govern¬ 
ment. 25 girls of the backward classes are trained in 
these centres at a time and the course of training 
extends to a period of 2 years. In the year 1951-52 a 
batch of 25 trainees completed the training at this Insti¬ 
tution. Some of the selected trained women workers 
were sent out to open Village Welfare Centres in put 
of the way tribal areas and are reported to be doing 
good work. The institution is doing very useful work. 

(2) Welfare of backward classes .—For the different 
schemes falling under this sub-head, a total provision of 
Rs. 116-40 lakhs has been made for the Five-year Period. 
During the first 2 years, an expenditure of Rs. 50 lakhs 
has been incurred* on implementation of the various 
schemes against the proposed expenditure of Rs. 44 
lakhs during these two years according to the Plan. 

Considerable emphasis has been laid by the State 
Government on the schemes for promoting the right 
type of education amongst the scheduled tribes, castes 
and backward classes. In implementing the schemes the 


State Government have kept in view the recommenda¬ 
tion of the Partially-Excluded Areas Committee advocat¬ 
ing a special type of education for the tribals with great¬ 
er emphasis on vocational training than on general edu¬ 
cation. The Ashram schools, which correspond to the 
lower secondary schools, and the Sevashrams, which cor¬ 
respond to the lower primary schools, have been opened 
in these areas. the Ashram schools the students are 
taught crafts like agriculture, spinning, carpentry, 
weaving, bee-keeping, poultry etc., and given general 
education upto the Middle English standard. The course 
covers a period of 6 years. The State Government have 
so far been able to set up 31 such schools—30 for boys 
and 1 for girls. 28 such schools had been functioning 
before the Five-year Plan came into being. During the 
first 2 years of the Five-year Period, 3 more Ashram 
schools were opened. Altogether 1,559 tribal students are 
receiving education in these Ashram schools. In the Se¬ 
vashrams, which are day schools, the students are given 
free education. Radiments of agriculture, spinning etc. 
are taught along with general education. The students 
are given clothing once a year and also books and sla¬ 
tes. At present 549 schools are functioning in the 
State with 21,000 students on the rolls. Originally the 
intention was to open 100 Sevashrams each year, but in 
view of the reductions in the provision under this head 
it has not been found possible to add more than 20 
Sevashrams each year. The number of Ashram schools 
and Sevashrams is not adequate considering the total 
population of these classes of people. But unfortunately 
due to the reduced provision in the Five-year Plan, it 
has not been found possible to expand these schemes to 
the extent necessary. 

For providing teachers fofc the Ashram schools and 
Sevashrams, Training Centres have been organised to 
train up suitable persons and in the year 1951-52, 110 
candidates were trained at a cost of Rs. 70,000. From 
the year 1952-53 the course of training has been extended 
to 2 years to make the training more effective and use¬ 
ful. 


For enabling scheduled tribe and scheduled caste 
students to receive education in Middle English Schools, 
High Schools and Colleges, Government have also been 
awarding special scholarships, stipends and lump grants 
to deserving students of these communities. During the 
years 1951-52 and 1952-53 an expenditure of Rs. 3 lakhs 
55 thousand and Rs. 5 lakhs respectively was incurred. 

In the sphere of economic uplift of these classes 
considerable attention has been given in persuading the 
tribal people to take to settled cultivation, A large pro¬ 
portion of tribal population lives on hills and practise 
“ podu ” cultivation which not only prevents the tribal 
people from settling down at one place but also results 
in considerable damage to the forest wealth of the State. 
Government have, therefore, taken up schemes setting 
up colonies for these people where they are not only 
given lands but also subsidies for purchase of bullocks, 
agricultural implements, seeds and manures. Irrigation 
facilities are also provided wherever possible. Prior to 
the Five-year Plan coming into operation, 14 such 
colonies for settlement of Adibasis had been set up at 
a total cost of Rs. 2*64 lakhs. In year 1951-52 the number 
of such settlements was raised to 33 and altogether 1,143 
families have been settled in these colonies and 4,832 
acres of land have been allotted to them. In the year 
1952-53 steps were taken to start colonies in Koraput 
and Phulbani districts besides starting additional colonies 
in the districts of Sundergarh, Dhenkanal and Keonjhar. 

Attempts have also been made to start Multi-purpose 
Co-operative Societies in these areas and although it was 
not possible to add to the 24 existing Societies during 
the first 2 years of the Plan period, it was possible to 
stabilise the existing Societies and to expand and intensi¬ 
fy the activities. In 1952-53, steps were taken to open 
12 branch Societies and some of the existing Societies 
were given additional working capital. 

In the field of medical and sanitation also some useful 
work was done during the first 2 years. A scheme for 
distribution of common medicines through departmental 
officers and the field staffs in the backward areas was 
introduced. In the year 1952-53 three Eye Relief Camps 
were also opened in the tribal areas. Considerable 
emphasis has also been laid on making adequate pro¬ 
vision for drinking water facilities in the tribal areas 
which are in great need of the same. During 1951-52 and 
1952-53 a sum of Rs. 94,000 and Rs. 1,74,000 respectively 
was spent on sinking masonry wells in these areas. 

The progress of work and the various schemes taken 
up under this head has been conditioned by 2 factors 
viz — (1) paucity of funds and (2) the traditional in¬ 
difference of the tribals to everything new. So far as 
the second difficulty is concerned the State Government 
have been able to make considerable progress by intro¬ 
ducing a number of welfare schemes, in making the 
tribal people respond to the welfare measures as also 
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to co-operate with the Government in the execution of 
various schemes. The first problem, however, continues 
to evade solution because of the State Government’s 
own financial difficulties and comparatively inadequate 
assistance from the Centre for the amelioration of the 
backward classes. 


Power Projects 

The following power schemes have been included in 
the Plan at a total cost of Rs, 3-91 crores 

(1) Duduma Transmission Scheme (Rs. 81 lakhs), 

(2) Rural Electrification Scheme (Rs. 19 lakhs), 

(3) Duduma Hydro-electric Joint Scheme (Rs. 184 
lakhs), 

(4) Hirakud Power Utilisation Scheme (Rs, 64 lakhs), 

(5) Cuttack Thermal Scheme (Rs. 43 lakhs). 

It has already been pointed out earlier that now that 
the Duduma Hydro-electric Joint Scheme and the Hira¬ 
kud Power Utilisation Scheme have been included in 
the Plan resources for these should be found by the 
Centre and the State on the basis as for the rest of the 
Plan. Reference is invited in this connection to the D. O. 
letter No, 2319-Cab., dated the 21st November 1952, from 
the State Government to the Deputy Secretary to the 
Planning Commission on this subject. No final decision 
has been taken by the Planning Commission on this 
point so far. It was also pointed out by the State 
Government in the letter referred to above that although 
a provision of only Rs. 81 lakhs was made in the Five- 
year Plan for the Duduma Transmission Scheme, the 
expenditure that was likely to be incurred on it during 
the Plan period, would be in the vicinity of Rs. 232 lakhs 
and as such, the provision for the scheme under the 
Plan was totally inadequate. This question has also been 
under discussion with the Planning Commission and the 
Central Water and Power Commission have recently sent 
in their recommendation in this regard to the Planning 
Commission. No final decision has been taken in this 
matter so far. It may be pointed out here that the jjower 
from the Duduma Joint Scheme is likely to be available 
in early 1955 and it is, therefore, imperative that the 
transmission lines should be ready by then. The Duduma 
Transmission Scheme has, therefore, got to be more or 
less completed within the Plan period and it has been 
recently estimated that the total expenditure required to 
be incurred during the Five-year Plan period on this 
scheme would be Rs, 202 lakhs. The provision for this 
under the Five-year Plan has, therefore to be augment¬ 
ed to ensure full utilisation of the power to be made 
available from the Duduma Scheme by 1955. 

A brief review of the Power Schemes of Orissa during 
the first 2 years of the Five-year Plan is given below ; — 

(1) Duduma Transmission Scheme ,—As pointed out 
above, in the Five-year Plan only a provision of Rs. 81 
lakhs exists for this scheme. The scheme has been 
recently recast and on the basis of tenders invited the 
total cost of the Project is expected to be Rs. 264 lakhs 
and the expenditure required to be incurred during the 
Plan period has been estimated at Rs, 202 lakhs. The 
provision in the Plan for this scheme is, therefore, totally 
inadequate. It had to be fixed at this low amount as 
compared to the total requirement in view of the fact 
that the scheme had to be somehow squeezed into the 
15 crore Plan of Orissa. During the years 1951-52 and 
1952-53 an expenditure of Rs. 36 lakhs on this scheme 
was provided. The actual expenditure incurred during 
these 2 years is, however, Rs, 7-89 lakhs. The reason 
for the slow progress of this scheme during the last 2 
years is that the Government of India have not yet given 
their approval to the scheme nor have they been provid¬ 
ing any loans for it up till now. The Central Water and 
Power Commission wanted to check up certain load 
survey figures with a view to deciding the financing 
of this Project with the result that orders for the execu¬ 
tion of the work in connection with the scheme could not 
be placed. The matter has, however, reached a final 
stage now and the work will be in full swing within 
a month or so. During the year 1953-54 an expenditure 
of Rs, 35 lakhs is proposed on this scheme. As power 
is likely to be available from, the Duduma Joint Scheme 
by the beginning of 1955, a major part of the scheme 
will have to be completed by then in order to ensure 
full utilisation of the power available from the Project, 

(2) Machkund Hydro-electric Scheme .—The scheme has 
been under execution from 1946 and the Government of 
India have been sanctioning separate loans for this pro¬ 
ject. The total expenditure provided for this scheme 
during the Five-year Period is Rs. 184 lakhs. During 
the first two years of the Five-year Period an expendi¬ 
ture of Rs, 81 lakhs has been incurred on this scheme. 
The scheme is making satisfactory progress and Orissa’s 
share of the power from the scheme is likely to be avail¬ 
able in early 1955. It may be emphasised once again 


that unless adequate steps are taken for utilisation of 
this power by implementing simultaneously the Duduma 
Transmission Scheme, Orissa’s share of the power from 
this project when it is completed in the 1955, cannot be 
properly utilised. It is, therefore, necessary that a final 
decision should be taken by the Planning Commission 
in regard to the Duduma Transmission Scheme after 
considering the recommendations of the State Govern¬ 
ment and the Central Water and Power Commission, 

(3) Rural Electrification Scheme.—During the first 2 
years of the Five-year Plan period, the expenditure on 
this scheme has been Rs, 6 lakhs as anticipated and as 
against the total provision of Rs. 19 lakhs for this scheme 
during the Five-year Period. The expenditure of Rs. 6 
lakhs incurred during the first 2 years includes the 
expenditure of Rs. 4-15 lakhs on the purchase of a 750 
KW set which was originally loaned by the Government 
of India for developing load at Cuttack. The scheme is 
making satisfactory progress. 

(4) Cuttack Thermal Scheme and Hirakud Power 
Utilisation Scheme.—The HirakUd Power Utilisation 
Scheme was not originally included in the Plan and 
provision had been made only for Cuttack Thermal 
Scheme. In the final Five-year Plan, however, the 
Hirakud Power Utilisation Scheme has been included. As 
the expenditure incurred on the Cuttack Thermal Scheme 
during the first 2 years also included expenditure which 
was incurred in connection with the utilisation of 
Hirakud Power, the two schemes have been taken to¬ 
gether and attempts are nor being made to split up the 
expenditure between these two schemes by apportioning 
under the Cuttack Thermal Scheme, the expenditure 
that relates entirely to the Cuttack Thermal Scheme and 
not connected with the Hirakud Power Utilisation, 
Scheme. The total provision for these two schemes under 
the Plan comes to Rs. 107 lakhs. During the first two 
years of the Five-year Plan period, an expenditure of 
approximately Rs. 32 lakhs has been incurred under the 
Joint Cuttack Thermal Scheme and the Hirakud Power 
Utilisation Scheme. The Cuttack Thermal station has 
now been in operation since January 1952. The 2,000 
K. W. generating set which is required for the comple¬ 
tion of the scheme is now at the site and is expected to 
be in operation by the middle of this year. The Cuttack 
Thermal Station scheme will therefore, be completed 
during the year 1953-54 and the total expenditure 
incurred on it is likely to be in the vicinity of Rs. 15 
lakhs. The remaining amount out of the provision of 
Rs. 107 lakhs on these two schemes will, therefore, be 
expended on the Hirakud Power Utilisation Scheme. This 
scheme covers the necessary 33 and 11 K. W. distribution 
syste and the LT. system for utilisation of power from 
the Hirakud Scheme. Although power from Hirakud will 
be available not before 1956, the lines now being con¬ 
structed, will distribute power from the Cuttack Thermal 
Station. This will gradually help in building up load for 
the Hirakud Power when it becomes available. Work 
on the line to Bhubaneswar and Puri was started last 
year, but owing to the difficulty of getting funds, the 
work had to be slowed down on the line up to Bhubanes¬ 
war and the work beyond Bhubaneswar was stopped in 
1951-52. In September 1952, however, on the assurance 
that money would be available for the scheme, the work 
was restarted. 


As pointed out above, in order to ensure proper exe¬ 
cution of the power schemes for Orissa under Five- 
year Plan, it is necessary— 

(1) that the Government of India should continue 
to finance the Duduma Joint Scheme and 
Hirakud Power Utilisation scheme by a separate 
loan to the State Government as was being 
done prior to the inclusion of these schemes in 
the Five-year Plan of Orissa; and 

(2) that the final provision to be made in the Five- 
year Plan for Orissa for the Duduma Trans¬ 
mission Scheme should be decided upon imme¬ 
diately in accordance with actual requirements 
to ensure timely completion of the scheme and 
thereby proper utilisation of the power to be 
available from the Machkund Joint Scheme. 

Irrigation .—Under the head “ Irrigation ” a total pro¬ 
vision of R£. 3 crores has been made in the Five-year 
Plan for this State. Out of this amount, Rs. 2 crores 
have been allotted to the Revenue Department of the 
State Government for execution of Minor Irrigation 
Projects under the supervision of the Revenue Officers. 
The remaining 1 crore has been allotted to the Works 
Department for execution of comparatively bigger pro¬ 
jects. 

The scheme of Minor Irrigation Projects which was 
introduced for the first time in the year 1949-50 and has 
been under implementation during the last 3 years, has 
not only proved highly beneficial by providing small 
sources of irrigation spread out all over the State, but 
has also considerably attracted the attention of the 
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people and created great enthusiasm amongst the culti¬ 
vators with the result that, more than in any other 
schemes of development undertaken by the State Gov¬ 
ernment the whole-hearted and willing co-operation of 
the people in the implementation of the scheme has been 
forthcoming throughout this period. A considerable 
expenditure was incurred on the execution of Minor 
Irrigation Projects during the years 1949-50 and 1950-51 
and a large number of Irrigation Projects were executed 
providing vast areas of land with ready sources of irri¬ 
gation. As a result of the execution of these projects 
not only has the principal crop of paddy been protected 
in many areas of the State from the effects of draught, 
but it has also been possible to induce cultivators in 
different areas, to take up cultivation of Rabi crops dur¬ 
ing the Rabi season. The projects have therefore proved 
of great value to the Grow More Food drive, and there 
has been considerable increase in the food production 
as a direct result of the provision of these new small 
irrigation sources. Hitherto, these projects were executed 
with a contribution of villagers who stood to be benefited 
by the execution of such projects. The contribution 
ranged from 30 to 40 per cent, of total cost of the 
project and used to be given in the shape of either labour 
or supply of materials free or at nominal rates or 
conveyance for materials from various places to the site 
of the Project. In rare cases the contribution also used 
to be taken from the villagers concerned in the shape of 
money. While this was generally the practice in most 
of the areas of the State where the irrigation projects 
were being taken up, this condition regarding contribu¬ 
tion has to be relaxed in a number of cases in view of the 
poverty of the people for whose benefits such projects 
were taken up but who were unable to give any contri¬ 
bution towards the execution of the Projects. This was 
particularly true of the Agency areas of this State and 
other areas inhabited mostly by tribal and other back¬ 
ward class people. The Government of India have, 
however, recently revised the policy particularly in 
regard to the contribution that has to be taken from the 
villagers in respect of the projects to be executed and 
it has been decided that the villagers to be benefited 
should be required to contribute to the extent of 75 
per cent, of the total cost of the Project. This decision is 
bound to affect the implementation of the scheme of 
Minor Irrigation. Projects very adversely because 
considering the large proportion of population of 
scheduled tribes and backward classes in this State about 
66 per cent, of the total population whose economic 
conditions are deplorable and who hardly manage to 
get a living wage, from whom it was difficult to realise 
even contribution to the extent of one-third, of the total 
cost of the projects either in the shape of labour or 
material, it would be impossible to expect them to contri¬ 
bute to the tune of the 75 per cent, of the total cost 
of the Project. It is, therefore, obvious that the 
enthusiasm of the people towards, this scheme will be 
totally stopped and the co-operation that the Govern¬ 
ment have been getting from the people in the execution 
of the Minor Irrigation Projects so long, will not be 
forthcoming under these new conditions. The imple¬ 
mentation of the scheme is, therefore, bound to suffer 
a set-back during the coming years unless the present 
decision is reviewed. The State Government have al¬ 
ready pointed out these difficulties to the Government 
of India in their appropriate Ministry and have also 
made it clear that this revised basis for the execution 
of Minor Irrigation Projects will not be conducive to 
the efficient execution and proper implementation of 
the scheme. 

As pointed out above, out of the total provision of 
Rs. 3 crores made under the Plan for Irrigation Projects, 
one crore has been allotted to the Works Department 
of the State for execution of the comparatively bigger 
irrigation projects. Out of this allotment, an expenditure 
to the extent of Rs. 30 lakhs was incurred during the 
year 1951-52 and a total expenditure of about Rs. 23 
lakhs is likely to be incurred on execution of the Projects 
that have been taken up during the year 1952-53. 58 
Projects were taken up for execution, and some of these 
have already been completed. As a result of the comple¬ 
tion of some of the Projects in the year 1951-52 an area 
of nearly 26,000 acres was provided with irrigation facili¬ 
ties. It is anticipated that as a result of the work exe¬ 
cuted during the year 1952-53 an additional area of 
56,000 acres will be benefited. 1 

In the sphere of Minor Irrigation Projects undertaken 
by the Revenue Department of the State Government, 
an expenditure of about Rs. 34 lakhs was incurred dur¬ 
ing the year 1951-52 and nearly 700 Minor Irrigation 
Projects were completed in different areas of the State. 
With the completion of these projects ,an area of 
approximately 1 lakh acres was provided with irrigation 
facilities. In the year 1952-53 a provision of Rs. 43 lakhs 
made for execution of different Minor Irrigation Projects 
Over 600 Projects have been taken up this year of 
which a large number has been completed. The actual 
progress in the execution of the Project has not been 
reported as yet by the executing authorities because the 
period by which the projects are to be completed each 
year extends till the month of June, and as such does 


not follow the financial year the unspent balance of each 
financial year is, therefdre, automatically provided in the 
budget for the next financial year to enable the projects 
that have been taken up in the previous financial year 
to be completed by the month of June of the next year. 
A complete report on the progress of work taken up 
during the year 1952-53 would, therefore, be available 
only in the beginning of July next. 

As a result of the execution of these Irrigation Pro¬ 
jects, it has been possible to provide irrigation facilities 
to vast areas which were subject either to draught or 
scarcity of water for irrigation purposes as well as tu 
afford protection from the effects of floods in some of the 
coastal districts of the State where under the scheme, 
small projects for protection of lands from floods were 
also undertaken. 

Industries .—As in the sphere of many other develop¬ 
mental activities of the State, in the sphere of Industries 
also be meagre provision of Rs. 92-90 lakhs made in the 
Five-year Plan of the State has been taken up mostly 
by the schemes that have already been under implemen¬ 
tation under the Post-war Plan of the State Government. 
Out of this total provision of Rs. 92-90 lakhs, a provision 
of Rs. 50 lakhs has been set apart for Industrial and 
Mining Corporation—20 lakhs for Mining Corporation 
and 30 Lakhs for Industrial Corporation. The remaining 
provision of Rs. 42-94 has been distributed among some 
of the schemes that were taken up under Post-war Plan 
and have been incorporated in the Five-year Plan. The 
provision being too meagre, it has not been found possi¬ 
ble even to incorporate all the Post-war Schemes of the 
State Government in this sphere in the Five-year Plan. 
The continuing schemes that have been under imple¬ 
mentation during the first two years of the Five-year 
Period, relate to the re-organisation of the Orissa School 
of Engineering ; continuance of four Industrial schools 
in the State ; higher technical training to selected candi¬ 
dates within India ; reorganisation of Handloom Textile 
Marketing Organisation ; establishment of crafts schools 
and re-organisation of the Industries Department. The 
expenditure on various schemes under this sector during 
the first two years has come to approximately Rs. 26 
Lakhs out of which Rs. 12-96 lakhs was given as financial 
assistance to various industries in the State under the 
provision of the State Aid to Industries Act. 

In order to fully utilise the power that will be avail¬ 
able from Hirakud and Machkund Projects, a systematic 
development of industries in the State is not only highly 
desirable, but absolutely necessary from the point of 
view of the economics of the project. It has been esti¬ 
mated that for the establishment of industries which 
could profitably utilise the energy to be made available 
from the Hirakud Project alone, a huge capital out¬ 
lay of something like Rs. 90 crores would be necessary. 
Assuming that certain large industries like iron and 
steel, aluminium etc., would be started with private 
capital to provide substantial load for the Hirakud 
Power, it would still be necessary to find sufficient capi¬ 
tal calculated approximately at Rs. 20 crores, for the 
development of other essential and profitable industries 
which could be started in Orissa with the availability 
of power from these two projects. The State Govern¬ 
ment proposed to set up an Industrial Finance Corpora¬ 
tion in accordance with the recent legislation passed by 
the Central Government and in the revised 38 crore 
Plan had provided for a sum of Rs. 5 crores for giving 
necessary financial assistance towards setting up of the 
Corporation which could help establishment of compara¬ 
tively smaller industries. In the 15 crore Plan, however, 
only Rs. 30 lakhs has been provided for this purpose! 
which obviously is absolutely inadequate for our require¬ 
ments. It is no doubt correct that we have first to 
concentrate our attention on agricultural development 
and during the Five-year Period more emphasis should 
be laid on expenditure in the public sector towards agri¬ 
cultural development leaving industrial development to 
be financed in private sector. But in view of the fact 
that we are going to have during this Five-year Period 
two big projects which will generate tremendous amount 
of electrical energy, we have to plan for considerable 
industrialisation for full utilisation of that power. 

Social Services 

1. Education .—In the Post-war Plan the State Govern¬ 
ment had taken up a number of essential schemes in the 
field of education, but these schemes were continuing 
from year to year on a temporary basis and had not 
been made permanent or absorbed into the established 
budget of the State. When the Five-year Plan was, there¬ 
fore, drawn up, most of these essential continuing 
schemes were incorporated in the State Plan. These 
schemes took up almost the entire provision that was 
made for educational schemes under the Five-year Plan 
and as such there was very little scope for including any 
new schemes in the State Plan for education. A provision 
of Rs. 1,79*50 lakhs has been made in the Five-year Plan 
of Orissa for schemes under 4 Education \ During the first 
2 years of the Plan period an expenditure to the extent 
of Rs. 34*92 lakhs in the year 1951-52 and Rs. 36*87 lakhs 
in the year 1952-53 against the proposed expenditure of 
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Rs. 35-29 lakhs and Rs. 36-31 lakhs respectively in the 
Plan, has been incurred. But eveh within this limited 
scope of expenditure on education schemes considerable 
progress has been made during the first 2 years within 
the continuing schemes that had been under implementa¬ 
tion under the Post-war Plan and were subsequently 
incorporated in the Five-year Plan. It has been' pointed 
out above that in view of the inadequate provision in 
the Plan under this head as compared to the needs of the 
State, some of the essential schemes could not be 
included in the Plan and the State Government have 
found it necessary to incur extra expenditure on certain 
schemes outside the Plan because although the schemes 
were considered essential, there was not adequate pro¬ 
vision for them within the Plan. For instance, the State 
Government found it necessary to open a large number 
of new Primary schools and for the expenditure' that 
had to be incurred on this account there was no, corres¬ 
ponding provision in the Plan. As many as 800 new 
Primary schools were opened during the year 1952-53 
alone and an equal number of such schools is proposed 
to be opened during the current financial year. The 
entire expenditure on the opening of these schools has 
been outside the Five-year Plan. 

The salient features in regard to the implementation 
of the Five-year Plan of education during the first two 
years can be briefly summarised as follows : — 

(a) The post-graduate teaching in Orissa was confined 
only to one language, viz*, English. But under the Post¬ 
war Scheme which was subsequently incorporated 
in the Five-year Plan, the Ravenshaw College at Cuttack 
now affords facilities for post-graduate studies in the 
important subjects like Chemistry, Mathematics, Eco¬ 
nomics and also Oriya, The research activities have also 
been expanded in this institution during the last two 
years. The status of the Balasore, Puri and Sambalpur 
Colleges in the State has also been raised during this 
period. Not only these Colleges now have degree courses 
in Arts but also afford facilities of study in Science up 
to Intermediate standard. Subjects like Geology and 
Geography for the study of which there was no scope in 
the State previously, have now been introduced in the 
degree classes of the Ravenshaw College. A separate 
Women’s College has also been opened in the State for 
the first time under the Post-war Scheme which was later 
incorporated in the Five-year Plan. A number of scholar¬ 
ships to post-graduate students is being awarded from 
year to year. All these have brought about marked 
improvement ip the University education within the 
State. 

(b) In the field of secondary education a number of 
temporary Middle and High schools have been opened 
throughout the State. A number of secondary schools 
have also sprung up through private’ enterprises * and 
these are being admitted to grants-in-aid according to 
the rules. The State Government are however, contem¬ 
plating re-organisation of the system of secondary educa¬ 
tion and have introduced a Bill in the Legislature. The 
Bill seeks to create a Board of Secondary Education to 
which powers will be given for re-orienting, existing 
system of secondary education so as to give it a technical 
and vocational bias and to provide various course of 
studies to the pupils at the secondary stage according 
to their aptitude as far as possible, 

(c) In the field of technical education much progress 
could not be registered, but two of the Government Zilla 
schools were converted into Technical High schools. In 
the sphere of primary education, the State Government 
have not been able to do very much under the Five-year 
Plan except raising the pay scales of the Primary school 
teachers, both trained and untrained. The primary school 
teachers were very poorly paid prior to the revision of 
their pay scales. This revision has removed to a very 
great extent the sources of discontentment amongst 
18,000 Primary school teachers in this State. 

(d) The scheme of Adult Education was started in 1949 
when the Government of India promised a contribution 
of over Rs. 3 lakhs for the purpose on the condition 
that the State Government will make an equal contribu- 4 
tion towards the scheme. A number of night schools 
were also opened and literacy spread among adults with 
the help of charts and other visual aids. The scheme was 
incorporated in the Five-year Plan and during the year 
1951-52 as many as 12,522 adults were made literate. 
During the year 1952-53 the reports up to the 31st 
December 1952 go to show that 5,666 adults had till then 
been made literate. The scope of activities under this 
scheme has, however, been considerably restricted since 
the Central Government discontinued the aid that they 
were giving to the State Government in respect of the 
scheme. The State Government find it extremely difficult 
to continue the Adult Education Centres that they had 
started without any assistance from the Centre. 

2. Medical .—As in the case of education, schemes in 
the Five-year Plan under the head ‘Medical 1 also include 
mostly the continuing schemes that had been taken up 
under the Post-war Plan and as essential schemes were 


continuing on temporary basis from year to year, due 
to financial limitations, the Five-year Plan could hardly 
absorb any new schemes in addition to the Post-war 
Schemes which had to be continued under the Plan. It 
was not also possible within the provision made in the 
Plan to provide for substantial expansion of the continu¬ 
ing schemes that were included in the Plan. A total 
provision of Rs. 78-70 lakhs has been made in the Five- 
year Plan for the schemes under the head 4 Medical \ 
Against the proposed expenditure under the Plan of 
Rs. 15-74 and Rs. 15*76 lakhs during the year 1951-52 
and 1952-53 respectively, the actual expenditure incur¬ 
red during the first two years is Rs. 14-00 lakhs and 
Rs. 15-54 lakhs respectively. As pointed out above, this 
expenditure has been mainly incurred on the schemes 
that were already under implementation even before 
the Five year Plan came into existence and as such, the 
achievements during these two years relate mainly to 
the continuance of those schemes and effects thereof 
The achievements are, however briefly indicated 
below: — 

(a) This State which had no Medical College before 
the war, had converted its only Medical School into a 
College during the war period. But prior to the coming 
in of the Five-year Plan they had not succeeded in 
equipping the College adequately either with technical 
staff or with proper building equipments and apparatus. 
During the two years of the Five-year period substantial 
additions were made to the existing building equipments 
and apparatus and more qualified teachers and staff 
were also appointed in the College and the attached 
hospital. As a result of these improvements effected 
during the first two years of the Five-year Plan, Medical 
College and the Hospital have been brought up to a 
standard which has recently justified its recognition by 
the Indian Medical Council. 

(b) The only Hospital for Tuberculosis in the State 
which was started under the Post-war Scheme in 1949, 
continued to be maintained and improved during the 
first two years of the Five-year Plan period. The number 
of beds in this Hospital was raised to 35 from 25 during 
the year 1952-53. 

(c) A number of Hospitals at sub-divisional, head¬ 
quarters and at certain other important semi-urban 
places in the State which were under the management 
of the local bodies, whose standard of maintenance of 
these institutions was by no means satisfactory, were 
gradually taken over by the State Government. 

(d) A number of Doctors were sent out for post¬ 
graduate training in different branches of Medical 
Science to well known Universities abroad and with the 
availability of these trained medical men the long felt 
want of adequately qualified technical personnel for the 
Medical College has been removed to a considerable 
extent, 

(e) An important scheme for extending medical relief 
in rural areas by comparatively cheaper system of 
Ayurvedic treatment on scientific basis was given a 
good start by reopening of all the four classes of an 
Ayurvedic Training Institution called the Gopabandhu 
Ayurvedic Bidyapitha at Puri, This Institution is train¬ 
ing up Kavirajs in the Ayurvedic system of treatment 
with a reasonable knowledge of subjects like Anatomy, 
Physiology and Surgery. 

(/) Hospitals at the headquarters of the various dis¬ 
tricts have been improved during the first two years of 
the Plan period by supplying them modern equipments 
including X'Ray Plants and Ambulances as well as pro¬ 
viding separate T. B. Clinics. 

Although the progress in the execution of the schemes 
under this head and achievements during the first two 
years of the Five-year period can by no means be 
regarded as negligible, the Plan in this direction does 
not seem to have caught the imagination of the people 
mainly because it has notT>een possible during the short 
period and within the limited resources to extend the 
amenities to major portion of the rural areas of the State 
although these amenities have been provided at some 
places where they did not exist before. 

3. Public Health ♦*—The review of the activities in 
regard to the implementation of the schemes under 
Public Health is also subject to the same comments as 
in respect of the report on ‘ Medical * and 4 Education 
The Five-year Plan incorporated only those schemes 
which had already been taken up under the Post-war 
Planning and during the first two years of the Plan 
period, the normal activities under these schemes were 
continuing without any substantial expansion or notable 
achievements. On the organisational side the status of 
five Assistant Health Officers was raised to that of an 
Assistant Surgeon (Grade II) during the first two years ; 
one District Health Officer was deputed for District 
Public Health training to the All-India Institute of 
Hygiene and Public Health, Calcutta and three Health 
Inspectors were deputed to the Malaria Institute of 
India for training in Anti-malaria work. The staff of the 
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Provincial Malaria Organisation which was expanded 
in 1949 on the recommendations of the Health Survey 
and Development Committee, continued to do useful anti¬ 
malaria work. Although the State Government felt the 
necessity for establishing a separate malaria control unit 
in some of the districts, they did not find it possible to 
do so on account of the paucity of funds. The Research 
Unit set up for conducting investigation regarding Fila- 
ria Control continued to do useful work during these two 
years. The two Mobile Field Hygiene Units continued to 
function in the districts of Cuttack and Puri. To avail 
of the assistance of the U. N. I. C. E. F., in the field of 
combating T. B., the State Government appointed three 
B. C. G. teams each consisting of one Doctor, one Health 
Inspector and one Compounder. After necessary training 
these three teams started functioning and have conti¬ 
nued to do useful work during the last two years. The 
teams have conducted about 2,50,000 tuberculin tests and 
carried out B. C. G, vaccination in 65,000 cases. The 
annual grant of Rs. 27,000 continued to be given to the 
Provincial Hind Kustha Nibaran Sangh by the State 
Government during the first two years of the Plan period. 


By far, the most important work that has been done 
in the field of Public Health and in which the State 
Government have incurred considerable expenditure 
above what has been provided under the Five-year Plan 
is in regard to the provision of rural water-supply. The 
need for provision of drinking water in the rural areas 
is very pressing in this State and it was felt that the 
provision of Rs. 3 lakhs made for this purpose in the 
State Five-year Plan was totally inadequate because 
in accordance with the provision an expenditure to the 
extent of Rs. 60 thousand could be incurred each year 
on this scheme. During the year 1952-53 the State Gov¬ 
ernment made a separate provision of Rs. 10 lakhs under 
the rural water supply scheme and also propose to incur 
expenditure to the same extent during the year 1953-54. 
As pointed out above, this scheme forms one of the most 
important items under the Public Health Sector and in 
this respect the Plan for'the State has been found wholly 
inadequate with the result that a bulk of the expenditure 
on this useful scheme has to be incurred outside the 
Five-year Plan. 


Appendix B 
Rates of SaUs-tax 


Description of goods 


Rate of Tax 


(a) Matches cotton yarn 


One quarter of an anna. 


(b) Fish handloom-woven cotton cloth of all kinds whose price exceeds Rs. 10 a piece Half an anna. 


(c) Jute and jute products, silk and silk yarn including artificial silk and all silk goods excepting handloom' 
woven silk cloth of all kinds whose price does not exceed Rs. 10 a piece; fine and superfine mill-made 
cloth, motor vehicles including motor cars, motor taxicabs, motor-cycles, auto-cycles, motor¬ 
cycles combinations, motor scootors, motorettes, motor omnibuses, motor vans, motor lorries, chassis of 
motor vehicles, spare parts and accessories of motor vehicles; Perambulators; cycles, cycle-rikshaw and 
parts thereof; all articles and wares made of gold and silver or of species excepting gold ornaments when 
sold by a manufacturer who charges separately for the value of gold and the cost of manufacture; jewellery 
including precious stones, unset precious stones and pearls, real or cultured; immitations of gold orna¬ 
ments, silver ornaments, ornaments made of specie, jewellery, precious stones and pearls; electroplated 
articles and wares and articles plated with gold and silver; ivory articles; articles inlaid with ivory, sandle 
wood or black wood; ornamental metal ware with enamelled or carved designs and good and silver filigree; 
radio sets and component parts of radio sets; electrical goods, instrument*, apparatus and appliances in¬ 
cluding fans and lighting bulbs; electrical earthware and porcelain and all other accessories; purfumary, 
cosmetics, pomades and all toilet articles including toilet soaps; gramophones, radiogrampohones and 
records; cinematographic, photographic and other cameras, projectors,lenses and other parts and accessories 
to cameras, projectors and enlargers; films, film packs and photographic plates including paper and 
cloth required for use therewith; all items of furniture costing more than Rs, 20 each; glass-ware and china 
excepting bottles, lamps and lantern chimneys and earthernware pottery; toys, playing cards and 
equipments of all in-door games; fire works, cigars, cheroots, cigarettes and pipe tobacco; cigarette cases, 
pipes and lighters; all arms including rifles, revolvers, pistols and ammunition for the same; carpets 
including kalins and galichas; fountainpens, fountainpen nibs, stylograph pens and propelling pencils; 
table cutlery including knives, forks and spoons; embroidery refrigerators, frigidairs and air conditioning 
plants including spare parts and accessories thereof; binoculars, telescopes and opera glasses; clocks 
time-pieces and watches and parts thereof; all musical instruments and part* thereof; all leather goods 
including artificial leather goods and leather cloth; furs, skins and articles made thereof; all woollen goods 
including woollen yarn and thread except hand made kambals; sewing machines and knitting machines 
and parts thereof; thermos-flasks; incandescent lamps, incandescent lantern* and parts thereof and incan¬ 
descent mantles; marble and articles made thereof; parasols and fittings thereof; saccharine; socks and 
stockings of all varieties, paints and varnishes; cotton velvets and velvettens; tabulating, calculating, in¬ 
dexing and card punching machines; adrema machines ; dictaphone and other similar apparatus for recor¬ 
ding or reproducing sound and parts, and accessories thereof, all fabrics containing any material of gold, 
ding or reproducing sound and parts, and accessories thereof, all fabrics containing any material of gold- 
silver and gilded metal whether knitted, woven or embroidered and thread ghari or other embroidery 
materials of gold, silver and gilded metal; all fabrics and articles for personal wear in which the combined 
weight of silk, artificial silk and synthetic fibre used is more than 50 per cent; ladies hand bags and other 
types of vanity bags; lubricants; diesel oil; high speed diesel oil and powerine; all machinery and spare 
parts and accessories thereto. ^ 


l One nana. 


\ 


(d) All other articles 


Three quarters of an anna. 


Rates of Agricultural Income-tax 

A—dn the case of every person other than a Hindu undivided family consisting of brothers only— 
(a) On the first three thousand rupees of the total agricultural income 
(A) On the next two thousand rupees of the total agricultural income .... 

(c) On the next five thousand rupees of the total agricultural income .... 

(d) On the next five thousand rupees of the total agricultural income .... 

(#) On the next five thousand rupees of the total agricultural income .... 

(/) On the next five thousand rupees of the total agricultural income .... 

(g) On the next five thousand rupees of the total agricultural income . 

(A) On the next five thousand rupees of the total agricultural income .... 

V 

(0 On the next five thousand rupee* of the total agricultural income ...» 


Rate 


Nil. 

Six pies in the rupee. 

One anna in the rupee. 

One anna and six pies in 
the rupee. 

Two annas and six pies in 
the rupee. 

Three annas and six pies in 
the rupee. 

Four annas and eight pie* 
in the rupee. 

Five annas and ten pie* 
in the rupee. 

Seven annas in the rupee. 
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(j) On the next fifteen thousand rupees of the total agricultural income 
(£) On the next fifteen thousand rupees of the total agricultural income 
(1} On the next fifteen thousand rupees of the total agricultural income 
(m) On the next fifteen thousand rupees of the total agricultural income 
(n) On the next fifteen thousand rupees of the total agricultural income 
( 0 ) On the balance of the total agricultural income . 


B—In the case of every Hindu undivided family consisting of brothers only- 
fa) If the share of a brother i&five thousand rupees or less . 

(ft) If the share of a brother exceeds five thousand rupees . 


Provided that— 

(i) no agricultural income-tax shall be payable on 
a total agricultural income which does not 
exceed five thousand rupees ; 

(it) on any total agricultural income below ten 
thousand rupees, the agripultural income-tax 
payable shall not be more than half the amount 
by which the said total agricultural income 
exceeds five thousand rupees ; and 

(iii) the agricultural income-tax payable for the year 
1950-51 shall, in no case exceed the tax payable 
under the said Schedule as it stood on the first 
day of April 1950 by more than one-half of the 
difference between the tax payable under the 
said Schedule and the Schedule as it stood on 
the said date. 

Rates of Entertainment Tax 

Where the payment excluding the amount of the tax 
is— 

(a) Up to one rupee 

(ft) More than one rupee but 

not more than three rupees 

(c) More than three rupees . 


In case of dramatic and music performances the tax 
shall be calculated irrespective of the amount of pay- 


Rate 

Eight annas in the rupee. 

Ten annas in the rupee. , 

Eleven annas in the rupee. 

Eleven annas and six pics 
in the rupee. 

Twelve annas in the rupee. 

Twelve annas and six pies 
in the rupee. 


Three pies in the rupee. 

The average rate applicable 
to the share of such 
brother if he were asses¬ 
sed as an individual. 

Explanation —For the purposes of this Schedule— 

(i) ‘brother’ includes the son and the son of a son 
of a brother and the widow of a brother ; 

(it) 4 share of a brother * means the portion of the 
total agricultural income of a Hindu undivided 
family which would have been allotted to a 
brother if a partition of the property of Such 
family had been made on the last day of the 
previous year ; and 


(iii) * average rate ’ means the amout of agricultural 
income-tax payable by an individual on his total 
agricultural income divided by the amount of 
such total agricultural income. 


Twenty-five per centum of such payment. 

Thirty-three and one-third per centum of such payment 


Fifty per centum of such paymyit. 

ment at the rate of twenty-five per centum of such pay¬ 
ment. 

Rate 0 / Tax on Sale of Motor Spirit. 

Six annas per gallon of petrol. 




MEMORANDUM u 

General Note on Local Taxation 


1 Statistical information relating to the local bodies in 
the State 

The Province of Orissa was created in 1936 with six 
District Boards, viz., the District Boards of Cuttack, 
Puri, Balasore, Sambalpur, Ganjam and Koraput. The 
District Boards of Cuttack, Puri 1 and Balasore were 
regulated by the provisions of the Bihar and Orissa 
Local Self-Government Act, 1885. The District Board of 
Koraput was regulated by the Madras Local Boards Act, 
1920 (Original) and the District Board of Ganjam was 
regulated by the same Act as amended upto 
1936* The Sambalpur District Board was regu¬ 
lated by the Central Provinces District Council 
Act until the Government of Orissa enacted the Sambal- 
pur Local self-Government Act in 1939. The ex-State 
areas, excluding Mayurbhanj, were integrated with 
Orissa with effect from 1st January 1948 and Mayur¬ 
bhanj, with effect from 1st January 1949. Though these 
areas have been divided into seven revenue districts, 
no District Boards have been constituted in the areas 
so far. The District Board laws were unified in 1950 by 
the Local Government Act, 1950, but this Act has not 
been brought into operation so far in view of the fact 
that Government propose to abolish the District Boards 
after the establishment of Anchal Sasans in the State. 
The Anchal Sasan Bill has already been introduced in 
the State Legislature and has been circulated for public 
opinion. Statement A gives general information about 
District Boards in the State in the prescribed form for 
the period from 1947-48 to 1951-52. Statement B gives 
detailed information about their tax-revenue and non¬ 
tax revenue, while Statement C gives details of their 
expenditure for the same period. 

There were only eight Municipalities in Orissa when 
the Province was created in 1936. The Municipalities in 
North Orissa were governed-by the provision of the Bihar 
and Orissa Municipal Act, 1922, while the Municipalities 
in the district of Ganjam were regulated under the 
Madras District Municipalities Act, 1920. The Municipal 
laws were unified by the Orissa Municipal Act, 1950, 
which was puf into operation in 1951. There were a few 
Municipal Committees and Sanitation Committees in the 
ex-State areas at the time of integration. These Munici¬ 
pal Committees and the Sanitation Committees were ori¬ 
ginally converted to Municipalities under the Bihar and 
Orissa Municipal Act and were later established under 
the Orissa Municipal*Act, 1950. There are at present, 
nine such Municipalities in the integrated areas. Two 
Municipalities have also been newly formed in Sambal¬ 
pur district and one in Koraput district. A few Notified 
Area Councils have also been established under the 
Orissa Municipal Act. Though there are at present 
twenty Municipalities, six Notified Area Councils and 
one Notified Area Committee in the State, statistics 
relating to the nine established Municipalities in the 
State have been furnished in Statements A' B' and C\ 
The new Municipalities and the Notified Area Com¬ 
mittees have been recently established and their finances 
have yet to be stabilized Detailed information is there¬ 
fore, not readily available in respect of these Munici¬ 
palities and Notified Area Councils and Committees. 
There are no Municipal Corporations in this State. 


When the Povince was first created there were Union 
Boards, Panchayat Board, and Union Committees under 
different laws. Union Boards were constituted in Koraput 
district under the Madras Local Boards Act and 
Panchayat Boards were constituted in the Ganjam 
district under the same Act. Union Boards were formed 
in Sambalpur district under the Sambalpur Local Self- 
Government Act and those in Cuttack, Puri and Balasore 
districts were formed under the Bihar and Orissa Village 
Administration Act, 1922. The Orissa Grama Panchayat 
Act was passed in 1948 and the Union Boards and 
Panchayat Boards were converted to Grama Panchayats 
under that Act. Some of the minor Sanitation Com¬ 
mittees in the ex-State areas were also converted to 
Grama Panchayats. In addition Panchayats were formed 
in single villages having a population of 1,500 and in a 
few cases, groups of contiguous villages having a popula¬ 
tion of not less than 1,000 on the whole. These Panchayats 
were established mainly in the populous villages of the 
State. After experience it was found that this system 
of Panchayats could not be worked to the best interest 
of the rural areas. It was, therefore, decided in 1951 
that Panchayat groups should be formed for a viable 
area and all rural areas must be covered by Panchayats. 
A master-plan for the formation of Panchayats in the 
rural areas of the State was, therefore, undertaken and 
the existing Panchayats were reorganised to fit in with 
the master-plan. By the end of 1951-52 there were 503 
such Panchayats scattered in the State. In 1952-53 the 
master-plan was put into operation in compact areas 


and intensive Panchayats were formed in Dhenkanal 
district and the Nayagarh and Athgarh sub-divisions 
of Puri and Cuttack districts, respectively. By the end 
of March, 1953 there were 686 Panchayats in the State. 
During the current year this scheme of intensive Pan¬ 
chayats has been extended to other districts and it is 
expected that by March, 1954 there will be intensive 
Panchayats in the districts of Bolangir, Sundargarh, 
Korapur, Mayurbhanj, Balasore and Sambalpur. Al¬ 
ready in pursuance of the scheme, notifications have 
issued for elections to new Panchayats and 983 Pan¬ 
chayats have been notified. It is expected that by 
December 1955 the entire State would be covered by 
intensive Panchayats and the total number of Panchayats 
in the State would be in the neighbourhood of 2,000. 
Though the Panchayats were meant mainly for rural 
areas, some semi-urban areas have also been included in 
the Panchayats. The Act is sufficiently elastic to tap the 
resources of both rural and urban areas. But by a 
convention Rural Panchayats do not try to attempt taxa¬ 
tion in fields which are mainly of urban nature. If this 
distinction is not maintained there is likelihood of 
double taxation. Purely urban areas and growing towns 
are being managed under Municipalities and Notified 
Area Committees and will continue to be so managed. 
As the Grama Panchayats have been recently started 
and their finances have not yet stabilized, it is not possi¬ 
ble to furnish statistical information relating to them in 
the prescribed form. 

2. Trends in the budgetary position of the local bodies 

As would be seen from Statements A and C, the total 
income of the six District Boards in the State was 
Rs. 61*46 lakhs in 1947-48, which rose to Rs. 70-60 lakhs 
in 1948-49. Their income, however, fell to Rs. 67-79 lakhs 
in 1949-50, but again rose to the peak of Rs. 76-16 lakhs 
in 1950-51. The income again fell to Rs. 66-69 lakhs in 
1951-52. The total expenditure of the District Boards in 
1947-48 was Rs. 57-29 lakhs, which rose to Rs. 62-41 
lakhs in 1948-49, Rs. 71*61 lakhs in 1949-50 and Rs. 74*96 
lakhs in 1950-51. Compared with 1950-51 the expendi¬ 
ture fell slightly to Rs. 73*63 lakhs in 1951-52. The 
District Boards obtain their main income from land cess 
or local cess which is supplemented by licence fees on 
various trades, industries, professions and callings and 
rents and fees from ferries and markets. The Ganjam 
District Board alone levies an education cess. The Dis¬ 
trict Boards were practically in a moribund condition 
during the Second World War. But their budgetary 
position improved to a considerable extent by enhance¬ 
ment of the rates of cess after 1947 and by substantial 
post-war grants from State Government for roads, edu¬ 
cation and medical relief. With the help of these post-war 
grants the District Boards were able to take up several 
development projects. Their financial condition, however, 
worsened after the post-war grants were discontinued 
with effect from 1951-52. There has been substantial 
rise in the establishment expenditure of the District 
Boards during the post-war period, particularly from 
1948 on account of revision of the scales of pay of the 
employees, high labour charges, higher cost of materials 
and works. The scales of pay of the local fund em¬ 
ployees have been revised with effect from 1948 in view 
of the enhancement of the pay scales of the Government 
servants. Their pay scales are, however, lower than 
those fixed for similar classes of Government servants* 
In addition, the local fund employees are given dear¬ 
ness allowance at the rates fixed for Government 
servants of similar status. Dearness allowance is cal¬ 
culated on the cost of living index of 260. The establish¬ 
ment expenditure of the District Boards went up from 
Rs 6,83,641 in 1947-48 to Rs, 10,09,055 in 1950-51 and 
fell slightly to Rs. 9,63,236 in 1951-52. With a view to 
enabling the District Boards to meet their increased 
establishment costs, the State Government are giving 
them grants at the rate of half the total expenditure of 
these bodies. The condition of Sambalpur District Board 
has become particularly bad on account of the construc¬ 
tion of the rail-cim-road bridge over the Mahanadi. The 
Board was, for a long time, levying a toll on the pontoon 
bridge maintained by it and also on the ferry. After 
the construction of the rail-cum-road bridge by the 
Central Government the District Board incurs a loss to 
the extent of about Rs. 1 lakh a year. In some districts, 
particularly in Ganjam, there has been a fall of revenue 
from cess due to the operation of the Orissa Tenants* 
Protection Act of 1947 and the resettlement in zamindari 
areas. The assessment on land was reduced during 
resettlement and the Tenants’ Protection Act reduced 
the proportion of the income of zamindars and thus 
reduced the cess demand of the District Board. The 
estimated loss of revenue of Ganjam District Board is in 
the neighbourhood of Rs. 1| lakhs. To help these District 
Boards in tiding over their financial difficulties, the 
State Government are giving them loans from time to 
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time. But it is not. possible for them to compensate 
them in any other way. in, view of their own difficult 
finanfiai position- On the whole the financial position of 
the District Boards in the State is not satisfactory and 
they , find it rather difficult to meet the growing cost of 
their establishment expenditure, particularly after the 
stoppage of the post-war development grants. 

As would be seen from Statements A" and C' the 
total revenue of the 9 established Municipalities of the 
State, rose from Rs. 18*99 lakhs in 1947-48 to Rs. 22*50 
lakhs in 1950-51, but again fell to Rs. 21-85 lakhs in 
1951-52. Their total expenditure was Rs. 19*64 lakhs in 
1947-48, Rs. 23*86 lakhs in ' 1948-49, Rs. 23*46 lakhs in 
1949-50, Rs. 20-35 lakhs in 1950-51 and Rs. 22*34 lakhs 
in 1951-52. Lake the District Boards the Municipalities 
werb also in a moribund condition during the period of 
World War II and during the post-war period they could 
sustain themselves by substantial post-war grants from 
Government. Under the Orissa Municipal Act, 1950, they 
have been permitted to levy higher rates of taxes and 
certain new sources of taxation. But they have not yet 
utilised the maxima prescribed under the law and also 
have not tapped the new sources of taxation allotted to 
them. The establishment expenditure of thei Municipali¬ 
ties has also increased during the post-war period par¬ 
ticularly after 1948 he, after the revision of the pay 
scales of the local fund employees and payment of 
dearness allowance to them. The establishment expen¬ 
diture of the 9 established Municipalities went up from 
Rs.1,40,454 in 1947-48 to Rs. 2,33,905 in 1951-52. Govern¬ 
ment-also give grants to the Municipalities at the rate 
of half the total expenditure of these bodies. Besides, 
some of the minor new Municipalities in the ex-State 
areas are given grants-in-aid to meet the pay and dear¬ 
ness allowance of the conservancy staff. .On the whole, 
the financial position of the Municipalities cannot be 
said to be satisfactory as with their existing income 
they are just able do balance their budgets, but are not 
able to take up any new development projects. 

As stated earlier, the Grama Panchayats have been 
started only recently and their financial position has yet 
to be stabilized, 

3. Composition of the revenues of the local bodies and 
the relative significance of the various items of their 
revenue 

As* Would be seen from Statement B, out of total 
revenue of Rs. 61-46 lakhs of the District Boards in 
1947-48, the total tax-revenue was only Rs. 12*49 lakhs 
While the non-tax revenue amounted to Rs. 48*97 lakhs. 
The corresponding figures for 1948-49, 1949-50, 1950-51 
and 19.51-52 were Rs, 19*95 and Rs. 50*65, Rs, 17*54 and 
Rs, 50*24, Rs. 21*60 and Rs. 54*56 and Rs, 17*05 and 

Rs. 49*64 lakhs respectively. The principal component 

of tax revenue of the District Boards, as stated earlier, 
is • the land or local fund cess, which accounted for 
Rs: 10-65 lakhs in 1947-48. Rs. 17*82 lakhs in 1948-49, 

Rs. 15*58 lakhs in 1949-50, Rs. 19-92 lakhs in 1950-51 

and Rs* 16*11 lakhs in 1951-52. Income from other 
sources viz., tools, professional taxes and o^her taxes, 
cesses and rates vary from District Board to District 
Board. But on the whole they form a minor part of the 
revenue of the District Boards. The main component of 
non-tax . revenue of the District Boards is grant-in-aid 
from 't he State Government for various purposes such 
as , roads and buildings, education, medical and public 
health etc. The,total grants-in-aid given to the District 
Boards in 1947-48 accounted for Rs. 44*89 lakhs, the 
corresponding figures for 1948-49, 1949-50, 1950-51 and 
1951-52 being Rs. 45*88 lakhs, Rs. 45*36 lakhs. Rs. 48*87 
lakhs and Rs. 43*52 lakhs respectively. Other compo¬ 
nents of non-tax revenue are receipts from fees and fines, 
miscellaneous receipts etc,, which are, however, of minor 
Importance, Out of their total per capita income of 
Re. 0-10-5 in 1947-48, the per capita income from taxes 
Was only Re. 0-2-2, The corresponding figures for 1948-49, 
1949-50, 1950-51 and 1951-52 were Re. 0-12-0 and Re. 0-3-5, 
Re. 0-11-6 and Re. 0-3-0, He. 0-13-0 and Re, 0-3-8 and 
Re. 0-11-4 and Re. 0-2-11 respectively. This would show 
that the tax-revenue of the District Boards forms a 
minor part of their total revenue which is principally 
composed of grant-in-aid from the State Government. 
Though land cess or local cess is a local source of 
revenue, it is collected by the State Government along 
with land revenue and the net amount of the cess is 
made over to the local bodies. Previously the whole of 
this revenue was being made over to the District Boards 
but now only 2/3rd of the revenue is being given to 
them, the remaining l/3rd being allotted to Grama 
Panchayats. As stated earlier, the Ganjam District Board 
alone levies education cess at the rate of Re. 0-086 a 
rupee of land cess. This is, however, collected by the 
Revenue Department along with land revenue. The 
income from this source is used exclusively for main¬ 
tenance and improvement of elementary education. 
Under the Madras Elementary Education Act, 1920, the 
District Board is entitled to a grant equivalent to the 
income from cess. In addition, the District Board gets a 
teaching grant under that Act. The said income const!-, 
tutes the ‘elementary education fund’ of the Ganjam 
District Board. The fund is not, however, sufficient enough 
to meet the expenditure on primary education, particu- 
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larly after the revision of the pay scales of primary 
school teachers in 1948. The Local Government Act, 1950 
makes provision for levy of education tax or cess, but as 
the Act has not yet been enforced, effect has not been 
given to this provision by the other District Boards. In 
the draft Anchal Sasan Bill there is, however, provision 
for authorising the Anchal Sasans to levy education 
cess. The Ganjam District Board also gets an amount of 
Rs. 50,540 for maintenance of its second class roads plus a 
percentage grant amounting to Rs t 38,655 due to high 
cost of road maintenance. No other District Board gets 
any specific grant for communication,. but 50 per cant, 
of the net proceeds of the motor vehicles taxation 
amounting to roughly Rs. 14 lakhs annually .is distri¬ 
buted among all the local bodies in the. State for im¬ 
provement of their roads on the basis of the nature of 
roads and road mileage maintained by them. No District 
Board has started any commercial transport or any other 
undertaking for want of funds. 

Out of the total revenue of Rs. 18*99 lakhs of the nine 
Municipalities in 1947-48, the tax-revenue was only 
Rs. 8*43 lakhs, while the non-tax revenue was Rs. 10*56 
lakhs. The corresponding figures for 1948-49, 1949-50, 
1950-51 and 1951-52 were Rs. 9*35 and Rs. 10*56, Rs. 8*89 
and Rs. 10*20, Rs. 10*96 and Rs. 11-54 and Rs. 11*74 and 
Rs, 10*11 lakhs respectively. Though tax-revenue has 
shown progressive increase particularly after the intro¬ 
duction of the Orissa Municipal Act, 1950, nomtax 
revenue, particularly grants-in-aid, still constitutes a 
large proportion of their total revenue s This would be 
evident from the fact that the per capita incidence of 
tax-revenue was only Rs. 2-10-7 in 1947-48 against the 
per capita incidence of Rs. 6-3-6 of the total revenue. 
The corresponding figures for 1948-49, 1949-50, 1950-51 
and 1951-52 are Rs. 3-0-10 and Rs, 6-8-0, Rs. 2-14-5 and 
Rs. 6-3-10, Rs, 3-9-3 and Rs, 7-5-7 and Rs. 3-13-5 and 
Rs. 7-2-3 respectively. The main sources of tax revenue 
of the Municipalities are general property tax and 
service taxes, other taxes, like octroi, terminal taxes, 
taxes on animals, vehicles and boats, professional tax, 
other taxes, cesses and rates being of minor and local 
importance. The bulk, of the non-tax revenue comes , in 
the shape of grants-in-aid for roads, buildings, education, 
medical, public health and other purpose. Fees, fines 
and miscellaneous receipts form only a small part of the 
total non-tax revenue. In addition to grants-in-aid, tfie 
Municipalities also get a share of the revenue from 
motor vehicles taxation, as explained earlier. The 
Municipalities in the Ex-Madras areas were levying 
Entertainments Tax under the Madras Entertainments 
Tax Act, 1926. When the Orissa Entertainments Tax 
was introduced in 1946, this power was taken away 
from them, but they were given a compensation equal 
to the average collections in the preceding three years* 
The other Municipalities do not get any compensation 
as they were not levying any such tax before. No 
Municipality has taken up any regular commercial, 
transport or any other undertaking in this State. 

Grama Panchayats are now being formed for groups 
of villages with a population of 5,000 to 7,000 and 
average annual income of Rs. 2,500. In actual practice, 
however, the limits of population vary from 3,000 to 
10,000 and the limits of jhcome from Rs. R000 to 
Rs. 10,000. In addition to l/3rd share of the proceeds 
from cess, they have been given power of taxation in 
the form of personal tax and property tax. They have 
also right to collect tolls and fees. Their revenue' is 
mainly derived from these sources of taxation, which 
were formerly allotted to the District Boards and 
Municipalities, The possibilities of excessive taxation 
on individuals having business and agricultural occupa¬ 
tion in more than one Panchayat area are avoided by 
conventions through the efforts of Government. Emphasis 
has also been laid on utilisng miscellaneous income from 
pounds, ferries, markets and fairs. Public tanks suitable 
for pisciculture are also being transferred to them and 
substantial income is expected from these sources. These 
miscellaneous sources give an average income of more 
than Rs 1,000 to the Panchayats. A rural credit scheme 
is also being organised through the Panchayats. Grain 
golas with some paddy contributed by the Panchayat and 
with subscriptions from the adult population of the Pan¬ 
chayat are being organised on a co-operative basis dr 
under the Panchayat Act. These golas give paddy, loans 
during the lean months of the year. Distribution of 
improved paddy seed is also made through them. Ulti¬ 
mately it is expected to develop the scheme to give 
wages in the shape of paddy during the lean months 
for doing development work in the Panchayat area and 
also building up a system of credit to the landless 
labour based on return in labour. 338 grain golas have 
been constructed so far: 

4, Principal taxes of the local bodies and their trends etc. 

As explained earlier, almost the entire tax-revenue or 
the District Boards is derived from land cess or local 
cess. The levy of cess in the districts, which are governed 
by the Bihar and Orissa L. 8.-G. Act, 1885, is regulated 
by the Bengal Cess Act. 1880. The rate of cess was 
originally one anna in the rupee. The levy of cess in 
Ganjam and Koraput districts is regulated by the pro- 
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visions of the Madras Local Boards Act. Cess is collected 
in Sambalpur district according to the entries in the 
settlement registers and an additional cess can be levied 
under section 134 of the Sambalpur L. S.-G. Act, at a 
rate not exceeding per cent, of the Kamilzama assess* 
ed on every zamindari and Malguzari village of any 
Estate or Mahal. During the post-war period on account 
of the increase in the establishment expenditure of the 
district Boards and with a view to enabling them to 
finance their development programmes, Government 
took steps in 1947 to increase the rates of cess by 
amending the relevant Acts. The minimum rate of 
cess was fixed at annas 2 in the rupee and the optional 
rate at the maximum of annas 2£ in the rupee. The 
amendment to the Sambalpur L. S.-G. Act, provided 
for the levy of additional optional cess at the rate of 
3£ per cent. The Gan jam District Board immediately 
availed of the opportunity and increased the cess rate 
from annas 1£ to annas' 2 in the rupee and later on 
to annas 2£ in the rupee. Its revenue from this head, 
therefore, increased considerably. Recently, however, 
there is a tendency towards fall of its revenue for the 
reasons already explained. The -cess revenue of the 
coastal districts doubled on account of the increase in 
the rates. The revenue of Sambalpur District Board 
increased by about Rs. 30,000, but the Board has not 
yet levied the additional optional rate of 3£ per cent, 
provided in the amending Act of 1947. It has been 
stated earlier that at present the District Boards are 
entitled to two-third of the cess revenue the remaining 
one-third being distributed among the Grama Panchayats. 
In view of this and on account of the further rise in 
post-war expenditure, provision was made in the Orissa 
L, S.-G. Act, 1950 for levy of cess at the compulsory 
rate of annas 2 in the rupee and the optional rate at 
the maximum of annas 4 in the rupee, but as explained 
earlier, this Act has not been given effect to and conse¬ 
quently cess is being levied at present at the old rates. 

Cess was being levied in the ex-State areas for various 
purposes, such as, road cess, dispensary cess, education 
cess, forest cess or Nistar cess, Miscellaneous cess, Bethi 
and Begari cess etc. As there was no uniformity in the 
nature and purpose of the cess levied by the various 
Darbar administrations, uniformity was attempted by 
making provision in the Orissa Administration of States 
Order, 1948 for levy of a uniform and consolidated cess 
at the rate of annas two in the rupee, but to give relief 
to the areas, which were previously paying cess at lower 
rates, the existing rates were allowed to continue where 
the total cess incidence was less than annas two in the 
rupee. 

Government have since decided to follow one uniform 
policy in the matter of levy of cess and a Cess Bill is 
going to be introduced shortly to unify the procedure of 
levy of cess and also the rates of levy. 

The other minor sources of taxation of the District 
Boards in the State are tolls, profession tax and educa¬ 
tion cess. Toll was only levied by the Sambalpur District 
Board, which was deriving a fairly good revenue from 
this source. It has, however, been abolished since 1950-51 
for the reasons stated earlier. The Koraput District 
Board only levies profession tax, but the income from 
this source is very small being only Rs. 5,492 in 1951-52. 
Ganjam District Board only levies education cess, the 
receipt from this source being Rs. 70,535 in 1951-52. 

The principal sources of tax revenue of the Municipali¬ 
ties are general property tax, service taxes, octroi and 
terminal taxes, taxes on animals, vehicles and boats and 
professional tax, Under the provisions of the Orissa 
Municipal Act, 1950, the Municipalities can levy holding, 
latrine, water, lighting and drainage taxes, taxes on 
carriages, carts, horses and other animals at prescribed 
rates, taxes on professions, a poll tax on vehicles and 
animals carrying passengers and goods to festivals and 
fairs held within the limits of the Municipalities, educa¬ 
tion or any other tax, cess or fee, which the Municipality 
may be empowered to impose for the health, safety' and 
convenience of the residents. Under the provisions of the 
Bihar and Orissa Municipal Act some of the Municipali¬ 
ties were levying tax on persons in sole or joint occupa¬ 
tion of holding according to their circumstances and 
properties within the Municipality. Where a tax on 
persons was levied, holding tax was not permissible. The 
new Act has abolished this system and has provided 
for levy of holding and latrine taxes on a uniform basis. 
Provision for levy of education tax or cess has been 
newly introduced in the Act. The new Act has also, for 
the first time, permitted the levy of a professional tax 
at the maximum rate of Rs. 125 per annum with exemp¬ 
tion of persons, whose annual income is less than 
Rs. 3,600. The Bihar and Orissa Municipal Act did not 
provide for levy of a tax on the annual value of holdings 
in respect of lands, which were not used exclusively for 
agricultural purposes and for lands exclusively used for 
agricultural purposes. The maximum rate of levy as 
provided in the Bihar and Orissa Act was 7£ per cent, 
for holding tax, 7£ per cent, for latrine tax, 3 per cent, 
for lighting tax and 5 per cent, for water and drainage 


tax. The Madras District Municipalities Act did not pres¬ 
cribe any such statutory maxima and the Municipalities 
had power to levy tax at such rates as the Municipal 
Council resolved to levy. Uniformity in this respect has 
been attained by the Orissa Municipal Act, 1950, which 
prescribes the maximum levy of the taxes leviable on 
the annual value of holdings at 10 per cent, for holding, N 
latrine, water and drainage and 5 per cent, for lighting. 
As would be seen from statement B‘ the tax revenue of 
the older Municipalities has increased appreciably with 
effect from 1950-51, after the increase in the rates, but 
the Municipalities have not yet levied all the taxes and 
have not yet availed of the maximum percentages 
permissible under the law. When they levy all the 
taxes and levy them at the maximum permissible 
limits, their income would be augmented substantially. 
The finances of the new Municiaplities have yet to 
stabilise. So also is the case with the Grama Panchayats. 

5. Efforts made at different periods to increase 
tax-revenue 

The efforts made during different periods to increase 
tax-revenue have already been indicated in the preced¬ 
ing section. It has also been explained how some of the 
District Boards and the Municipalities have not yet 
levied all the taxes to which they are entitled under the 
law and have not availed of the maximum rates per¬ 
mitted under the law. This is particularly so in case of 
the newer Municipalities, most of which have been 
formed in the ex-State areas. The same is also more or 
less true in case of the Grama Pacnhayats. 


6 . Administration of the taxes 

As already explained, the main source of tax-revenue 
of the District Boards and of the Grama Panchayats, 
namely, cess, is collected by the revenue staff along 
with land revenue according to the prescribed rates and 
handed over to the District Boards or the Panchayats 
as the case may be. The education cess in Ganjam 
District is also collected at the prescribed rate along 
with land revenue and is handed over to the District 
Board. Hence as far as the District Boards are concerned, 
administration of their principal taxes is quite simple 
and does not present any serious problems to them. 
There are, however, considerable arrears of cess as 
explained in Memorandum I. The taxes levied by the 
Municipalities" are administered by the Municipal 
Councils. They fully control the policy relating to the 
levy of the taxes. Taxes leviable on the annual value 
of holdings are to be revised once in five years. For the 
purpose of better assessment and collection of the taxes, 
the new Act has provided for appointment of Executive 
Officers, who are mostly permanent Government servants 
lent to the Municipalities on deputation terms. The 
Executive Officer prepares the revised valuation list of 
properties. The Municipal Council determines the per¬ 
centage of the tax to be levied and the Executive Officer 
prepares the revised assessment list accordingly. Notices 
are served on the tax-payers by the Executive Officer, 
Persons aggrieved by the revised assessment may appeal 
to the District Magistrate, There is also provision for 
reference to the High Court when the question of liability 
to or the principle of assessment of the tax is involved. 
The Executive Officer is also responsible for the collec¬ 
tion of the taxes and for maintaining their accounts. The 
standard of collection fixed by Government by executive 
order is 98 per cent. The tax collectors, one for each 
collection circle, are liable to punishment for bad collec¬ 
tion and are entitled to rewards for good collection. In 
spite of these precautions, the tax collection of the 
Municipalities cannot be said to be satisfactory. The 
arrears of taxes are collected by distress and sale of 
moveable properties of the defaulters and if the arrears 
are long overdue they may be collected as arrears of 
land revenue. Distress is, however, not freely resorted 
to as a result of which heavy arrears accumulate. A 
penal interest on arrear dues may improve collections as 
suggested by the Local Finances Enquiry Committee. 


7. Tax evasion and tax avoidance 


As stated above, thele are considerable arrears of tax- 
revenue both in cases of the District Boards and the 
Municipalities. This is one reason for leakage of revenue. 
The administration of the taxes, by the local bodies as 
a whole, particularly collection, is not very strict, as a 
result of which there is also some evasion and avoidance 
of tax. The appointment of the Executive Officers is 
likely to improve the position and avoid personal or party 
considerations in the matter of assessment and collection 
of taxes. They can also resort to distress and sale of 
properties more freely. There is considerable evasion of 
tax in respect of octroi, which is levied by the Sambalpur 
Municipality. This is due to latches on the part of the 
collecting staff at the outposts. Of late there has been 
a reshuffling of the staff by eradication of undesirable 
persons and appointment of qualified persons with 
higher scales of pay. 
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A legalised form of avoidance of local taxation is the 
exemption of the Central Government properties from 
local taxation as explained in Memorandum I. 

8. Any other points of importance 

The pattern of local Government in the State is 
likely to undergo revolutionary changes when the 
scheme of Anchal Sasans is introduced in the State in 
the near future. It is proposed to constitute an Anchal 
Sasan with the area of roughly 100 Grama Pancha- 
yats. The District, Local and Union Boards will then 
have to be abolished and the Grama Panchayats and 


the Anchal Sasans would be the ultimate local institu¬ 
tions in the rural areas of the State. Very wide powers 
are proposed to be transfered to the Anchal Sasans 
in accordance with the principle of decentralisation of 
administration. Certain sources of revenue like Land 
Revenue and Agricultural Income-tax and their admi¬ 
nistration are likely to be transferred to the local insti¬ 
tutions. They may also be given powers to levy taxes or 
cess for education public health, sanitation and irriga¬ 
tion Along with these powers of taxation some of the 
existing Government institutions and some of the res¬ 
ponsibilities of the State Government are also likely to 
be transferred to these local bodies 


Details 


STATEMENT A 

General information about the District Boards 


1947-48 194 8 “49 I 949-50 I 950 - 5 1 


1951-53 Remarks 


1. Number .... 6 6 6 

2. Population (1951 Cencus) . 94,04,000 94,04,000 94,04,000 

3. Total income from all sources . Rs. 61,45,807 Rs. 70,60,098 Rs. 67,78,782 

4. Totalincome from rates and taxes Rs. 12,49,106 Rs. 19,95,164 Rs. 17,54,421 

5. per capita incidence of total Re. 0-10-5 Re. 0-12-0 Rs. 0-11-6 

income. 

6. per capita incidence of income Re, 0-2-2 Rc. 0-3-5 Re. 0-3-0 

from taxes. 


6 6 
94,04,000 94,04,000 

Rs. 76,16,278 Rs. 66,69,476 
Rs. 21,60,148 Rs. 17,05,420 
Re. 0-13-0 Re. 0-11-4 
Re. 0-3-8 Re. 0-2-11 


STATEMENT B 

Details of tax revenue and non-tax revenue of District Boards in the State of Orissa for the quinquennium ending I 95 i- 5 - 


Description 

1947-48 

1948-49 

1949-50 

1950-51 

1951-52 

Remarks 


Rs. 

Rs. 

Rs. 

Rs. 

Rs. 


I —Tax Revenue 







(iii) Local Fund Cesses (Land Cess). 

10,65,015 

i7» 8 i>909 

15,58,233 

I9»9L 6 52 

16,11,500 


(v) Tolls. 

L 3 LI 45 

1,44,477 

1,38,092 

85,31° 

17.893 

Levied by Sambalpur Dist¬ 
rict Board only, since aboli - 







shed in 1950-51. 

(mi ii) Profession Tax 

7,34 6 

8,487 

7,021 

10,676 

5,492 

Levied by District Board 
Koraput only. 

(xii) Other Taxes cesses and rates 

45,600 

60,291 

5L075 

7 2 >5 IQ 

7°, 535 

Levied by District Board,, 

(Education Cess) 






Ganjam only. 

Total—I 

12,49,106 

i9,95> l6 4 

17,54,421, 

21,60,148 

17,05,420 


II —Non-tax Revenue 
{a) Grants from Government.— 

(j) For roads and Buildings. 

8,16,273 

7,70,052 

9,30,980 

i °j 94 j 55 i 

10,07,043 


(u) For Education 

26,60,235 

28,70,492 

30,64,495 

32 j 3 5 >95° 

29,12,426 


(in) For Medical and Public Health 


7,36,390 

3,31,875 

2,61,438 

2,7 0 *7O4 


purposes. 







(jv) For other purposes . 

2,46,173 

2,10,372 

2,19,021 

2,95>635 

1,62,103 


Total 

44> 8 9>252 

45,67,796 

45,36,371 

48,87,574 

43,52,274 


(b) Fees, fines, etc. 

2,22,143 

2,21,755 

2,46,883 

2,71,314 

3,29,295 


(c) Miscellaneous . 

1,85,306 

2,55.383 

2,41,107 

2,97,24* 

2,82,487 


Total—II 

48,96,701 

50,64,934 

50,24,361 

54^56,13° 

39,64,056 


Grand Total — (I-bll) 

61,45,807 

70,60,098 

67,78,782 

76,16,278 

66,69,476 




STATEMENT C 


Statement of Expenditure of District Boards in the State of Orissa for the quinquennium ‘ ending 1951-5Q 


Details of Expenditure 

1947-48 

1948-49 

1949-5° 

1950-51 

I95I-52 

Remarks 


Rs* 

Rs. 

Rs, 

Rs. 

Rs. 


(i) Administration . 

6,83,641 

7*79*29° 

9,83,015 

10,09,055 

9,63,236 


(a) («) Service (Water-supply, drainage conser¬ 
vancy, lighting etc,) charges 






(a) There is expendi¬ 
ture under the item 
‘Water-Supply’ only. 
Separate figures 

under this item are 
not readily availa¬ 
ble. They are in¬ 
cluded unaer 'Medi¬ 
cal and Public 

Health’. 

(i/i) Medical and Public Health 

6,55.759 

8,25,765 

10,22,086 

9*4 2 *9 2 5 

9,89,536 


(iv) Roads and Buildings . 

I2 } l6,4l6 

15^1,239 

18,95,55a 

17^50,909 

15,83,134 


( 6 )(tf) Miscellaneous . 

3',73,683 

3 I >34>799 

32,60,696 

37>9 2 ?9 I 5 

38,27,070 

(b) This item includes 
expenditure on edu¬ 
cation as follows i — 







Year Rs. 







1947- 48 31,02,243 

1948- 49 30,56,280 

1949- 50 3 °j 53>374 

1 950- 5 1 35 ? 46,90 0 
*95i-53 35>78,i46 

Total . 

57,29,500 

62,41,093 

7 r ,6i,349 

74,95,804 

73,62,976 




STATEMENT a i 

General Information about the Municipalities 



Details 

<s 

CO 1 

1948-49 

* 949 - 5 ° 

1950-51 

1 951-52 

Remarks 

1 

2 

3 

4 

5 

6 

7 

1, Number of Municipalities 

8 

T? 

9 

9 

9 

Though at present 
there are 20 Muni¬ 

2* Population (1951 census figure) 

305,795 

305»795 

305*795 

305*795 

305,795 

cipalities and 6 Noti¬ 
fied Area Councils 


Rs. 

Rs. 

Rs. 

Rs. 

Rs, 

and 1 Notified Area 
Committee in the 

3. Total Income from all sources . 

* 8 , 99*553 

19 * 90*956 

19*09*143 

22 * 49*907 

21,85,377 

States statistics in re¬ 

4. Total Income from Rates and Taxes , 

8,43,516 

9 * 35 *o 8 i 

8,88,684 

*0,95,667 

11 , 73 , 94 * 

spect of 9 Munici¬ 
palities only have 

5. per capita incidence of Total Income . 

6 - 8-6 

07 

1 

CO 

1 

O 

6-3-10 

7 - 5-7 

7 - 2-3 

been furnished in 
the statement as they 

6. per capita incidence of Income from Rates 

2-10-7 

3 - 0 -*° 

2-14-5 

3 - 9-3 

3 - 13-5 

are in existence from 
a very long period. 

and Taxes. 






The others have re¬ 
cently been constitu¬ 
ted and these have 
not yet been stabi¬ 
lised. 



STATEMENT B 1 





Details of tax revenue and non~tnx*mienue af the Municipalities 


Serial No. Description 

1947-48 

1948-49 

1 949-5° 

i95 0 -5i 

1951-52 

Remarks 

I :—-Tax Revenue 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 


1. General Property Tax 

2,72,410 

3,09,796 

2,91*421 

4,16,125 

4,40,219 


2. Services Taxes .... 

3*51*504 

3,83,746 

3*58,256 

4,08,772 

4,32,357 


3. Local Fund Cess .... 

. 

• • 

*• 

•• 

• • 


4, Octroi and Terminal Taxes . 

r*35*ooo 

1,49,887 

1*32,290 

1,60,000 

1,73,207 
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ST ATEMENT B x 

Details of tax revenue and non-tax revenue of the Municipalities • 


Serial, Description 

No. 

1947-48 

1948-49 

1 949 ‘ 5 ° 

1950-51 

I 95 I " 5 2 Remarks 


Rs. 

Rs. 

Rs. 

Rs. 

Rs- 

5, Tolls ....... 

.. 

*, 




6. Taxes on goods and passengers carried by 
road or inland water-ways. 

-- 





7. Taxes on animals, vehicles and boats 

28,885 

36,938 

00 

48,137 

53,361 

8. Profession Tax 

16,789 

13405 

20,156 

18,181 

38,543 

g. Theatre Tax ..... 






10. Pilgrim Tax 






11. Town Improvement and Betterment Tax . 






i(2. Other taxes, cesses and rates . 

38,928 

4 I * 3°9 

45*374 

44,452 

36,354 

Total— I . 

8,43.5 16 

9,35, 08 > 

8,88,684 

10,95,667 

>>, 73 , 94 > 

II — Non-tax Revenue 






1, Grants from Government— 






(d) For Roads and Buildings , 

2,82,260 

2,69,972 

2,37,936 

2,55,987 

I; 9 2 *307 

(b) For Education .... 

1,41,448 

143*231 

1*24,340 

1,28,836 

I * I 4*°54 

(r) For Medical and Public Health purposes 

1,61,070 

1,03,202 

36,455 

81,340 

29*304 

(d) For other purposes .... 

2,07,227 

2,07,154 

2,13,068 

3,08,345 

2,12,570 

Total 

7*92,005 

7 * 23*559 

6,11,799 

7,74,508 

5,48,235 

2, Fees, fines etc. , 

>.59,754 

1*9^*056 

2,50,871 

2,26,168 

2,69,747 

3. Miscellaneous . 

1,04,278 

1,36,260 

1,57,789 

1,53,564 

1,93,454 

Total —II 

>0,56.037 

>0,55,875 

10,20,459 

11,54,240 

10,11,436 

Grand Total— (I + II) 

> 8 , 99,553 

19*90,956 

i 9*°9443 

22 , 49 * 9°7 

21,85,377 


STATEMENT C 1 





Details of Expenditure of the Municipalities 


.1. 

Description 

1947-48 

1948-49 

1949-50 

> 95 °* 5 > 

i 951-52 Remarks 


Rs* 

Rs. 

Rs. 

Rs. 

Rs. 

1. General Administration .... 

> >40,454 

1,77,264 

2,10,436 

>, 99,397 

2 , 33,905 

2. Service, Water-Supply, Drainage etc. 

6 , 97,005 

6,92,538 

7,62,412 

8 , 37,253 

9,78,005 

3. Medical and Public Health 

90,043 

1,38,688 

1,21,288 

2,22,753 

1,80,775 

4, Roads and buildings .... 

4*20,390 

6,01,826 

6,06,765 

4 , 0 5 ,i 29 

. 2,94,272 

5, Miscellaneous ...... 

6,16,677 

7 * 75*547 

6,45,373 

3,70,385 

5,46,926 

Total 

19,64,569 

23,85,863 

23,46,274 

20,34,917 

22,33,883 




memorandum hi 

General Note on Land Revenue 


1. Changing significance of Land Revenue as an item with reference to total tax revenue and total revenues of 

in the total receipts of the state. — The following state- the State for the period from 1936-37 to 1953-54. 

ment will show the changing significance of land revenue 


Year 


Total revenue 
(in lakhs of Rs.) 


Total tax Land Revenue Percentage of Percentage of 
revenue (in lakhs Land Revenue Land Revenue 

(in lakhs of Rs.) offRs.) to total to total tax 

Revenue Revenue 


Before World War II 


J936-37 . 

* 

* 



i. 7 0 ,38 

I,04T3 

50-26 

29-5 

48*3 

1937-38 .... 





1,84-66 

I*07'l8 

48-19 

26*0 

45*o 

1938-39 .... 

During the War upto 1945-46 





1,82'00 

1,04 ’07 

45'9 6 

24-7 

44*o 

1939-40 .... 





1,87-88 

Lo6'5i 

47-62 

2 5‘5 

45*o 

1940-41 .... 





1,99‘co 

1,18*41 

52-91 

26*6 

45*o 

1941-42 . • • • 

• 




2,06'59 

1,27*30 

52-n 

25*2 

40*0 

1942-43 .... 





2,24-45 

*> 35 '06 

51'65 

23*2 

38*2 

1943-44 • 





2,55'78 

1,61 *42 

51-18 

20 * 0 

3i*7 

1944-45 • 





317-64 

1,92-10 

5°-6i 

i6‘o 

26-3 

1945-46 .... 

After World War XI 

* 




3.60-71 

2,28*36 

53'95 

15*0 

23*6 

1946-47 .... 


* 



4,60-41 

2,55*86 

5065 

11'0 

19.8 

1947-48 . 


* 



6,04-34 

3)24*42 

50-04 

8*2 

15*4 

1948-49 .... 


* 



6,43-64 

4)09^9 

51-38 

8*2 

13-0 

1949-50 .... 


■ 



10,81-73 

5)73*69 

98*08 

10*0 

17*0 

1950-5 1 .... 


* 



10,31 • 11 

6 )56‘77 

W 15 

10*0 

16*0 

1951-52 .... 


■ 



11,96-43 

7)03-22 

I )°3 ‘ 37 

9*0 

15*0 

1952-53 .... 


• 

* 


12 , 35'59 

8,33*80 

1,17*60 

9*5 

14,0 

1953-54 (Budget) 


* 



i3,5 6 '89 

8,05*72 

I > 1 9* 28 

9*° 

15*0 


Land revenue formed on the average about 26 per cent 
of the total revenue and about 46 per cent, of the total 
tax revenue before war. It formed about 28 per cent, of 
the total revenue and '36 per cent, of the total tax 
revenue during the war period. During the post-war 
period upto the present day the average percentage 
have gone down to 9 and 16 respectively. The receipt 
from land revenue, which is a fixed demand remained 
almost steady up to 1948-49 and the increase in receipt 
recorded since 1949-50 is due mainly to integration of 
the States and partly to Nayabadi Settlements. The 
slight increase in receipts during the war due to better 
collection on account of better prices of agricultural pro¬ 
duce obtained by the tenants. The importantce of Land 
Revenue, which was the main pillar of Provincial Taxa¬ 
tion till 1943-44, has, dwindled on account of the sharp 
increase in leceipts from other taxes during and after 
World War II. The total receipt from tax revenue has 
become about 8 times the receipt in 1936-37, while the 
receipt from Land Revenue has become about 2 § times 
the receipt in 1936-37. The static nature of receipt from 
this source is due to the fact that just after the forma¬ 
tion of Orissa as a separate province the war intervened 
for which resettlements could not be taken up according 
to schedule. Some increase in receipt from this source 
is expected due to the resettlement operations now going 
on in some parts of the State and on account of the 
taking over of the Zamindari Estates by the State 
Government. 

2-A. Break-up of Land Revenue receipts. —(t) No 
separate statistics are available regarding receipts from 
agricultural and non-agricultural uses of land. 

(ii) The permanent demand of land revenue comes 
to about Rs. 99 lakhs and the fluctuating and other types 
of demands come to about Rs. 20 lakhs. 

The permanent demands include fixed collections of 
revenue from permanently and temporarily settled 
estates, collections from Government estates, pescush 


from the permanently settled estates of South Orissa, 
Shrotrium Jodi, cesses and ryotwari and miscellaneous 
collections. 

The fluctuating demands represent receipts from 
management of Zamindaries taken over by Government 
sale proceeds of waste lands, redemption of land tax, 
recoveries on account of survey and settlement charges, 
collections of payments for services rendered and mis¬ 
cellaneous receipts, etc. 

(iii) Detailed information regarding revenue receipts 
from different areas classified according to types of 
tenures, types of tenancies and types of crop is not 
readily available. 


2 -B, Variations of assessment,.—( a) Jhe variation in 
assessment is greater when the period of settlement is 
longer. The period of settlement in this State ranges from 
20 to 30 years. Usually, under ordinary circumstances 
the assessment is 25 per cent, of the assessment made 
during the previous settlement. 


(b) Other relevant factors, which generally lead to 
valuation in assessments, are improvements made to the 
land, rise of prices of staple food crops, irrigation 
markets and other facilities, which increase the quantity 
and value of production and afford other facilities to the 
land. The change over of land from agricultural to non- 
agricultural or a change in the character of the land 
from rural to urban also results in variation in the 
assessment. In this State such special factors have not 
yet arisen but after the irrigation projects are completed 
and the Five-year Plan fully implemented there may be 
an appreciable increase in the assessment. 


3. Brief history of land reforms in the State.—Soon 
after the Congress Government came to power in 1946 
they appointed a committee called the Land Revenue 
and Land Tenure Committee to go in detail into the 
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question of land reforms and recommend legislative 
measures to Government. The Committee made an 
elaborate enquiry and submitted their recommendations 
on land reforms. The main features of the reforms 
recommended by the Committee are— 

(1) Elimination of Intermediaries between the ryot 
and the State, 

(2) Establishment of Anchal Sasan. 

(3) Prohibition of sub-letting, 

(4) Protection of cultivating tenants and conferring 
occupancy right on them, 

(5) Enforcement of the rules and principles of good 
husbandry, and 

(6) Consolidation and prevention of fragmentation 
of holdings. 


The Orissa Estates Abolition Act, 1951 

The State Government, accepting the recommendation 
of the Land Revenue and Land Tenure Committee with 
regard to the elimination of all intermediary interests 
between the State and the ryot, enacted the Orissa 
Estates Abolition Act, 1951. This Act aims at abolishing 
all intermediaries, by whatever name known, between 
the State and the ryot. The Act, which received the 
assent of the President in early 1952, was actually put 
into operation on the 27th November 1952 when a batch 
of permanently settled estates and estates governed by 
the law of the Primogeniture numbering 355 were noti¬ 
fied, Subsequently all the permanently settled estates in 
the district of Ganjam and Koraput and some tempo¬ 
rarily settled and revenue free estates in the districts 
of Puri and Balasore were notified. The total number 
of estates so far notified comes to 427 plus 470 plus 478 
of which 351 plus 10 are permanently settled, 67 plus 
460 temporarily settled, 6 revenue free estates and 3 
plus 1 are estates under tenure-holders. These 
include almost all the bigger estates. It will take 
about a couple of years to completely abolish all the 
estates. The number of estates is as large as 1,24,664 out 
of which 362 are permanently settled, 13,034 temporarily 
settled and 1,11,268 revenue free estates. Besides, there 
are a number of inam estates, Gounti and Khorposhadari 
tenure etc., which are also to be abolished under this 
Act. 

Government have also accepted the recommendation 
of the Committee with regard to the establishment of 
Anchal Sasan consisting of an elected body of represen¬ 
tatives known as the Anchal Sabha and an Executive 
Officer called the Anchal Adhikari and have made pro¬ 
vision for this in the Orissa Estates Abolition Act. The 
estates so far taken over by Government have been 
delimited into Anchals. To begin with, the Anchal 
Adhikari has been appointed to function as the Anchal 
Sasan and he will continue to do so till legislation is 
enacted regulating the powers, duties and functions of 
Anchal Sasan and for constituting the Anchal Sabha. 

The Orissa Anchal Sasan Bill, 1953 


A comprehensive Bill known as the Orissa Anchal 
Sasan Bill, 1953, was introduced in the last session of 
the Legislative Assembly, which has been circulated for 
eliciting public opinion. This Bill makes provision for 
establishment of self-governing units known as Anchal 
Sasans. The State is to be divided into compact terri¬ 
torial units of administration called Anchals, each with 
an Anchal Sasan consisting of an Anchal Sabha and the 
Anchal Adhikari, The former will be a body of members 
elected by the Grama Panchayats, Notified Areas and 
municipalities comprising the Anchal. The Anchal 
Adhikari will be a permanent officer of the State 
Administrative Service and will be the Chief Executive 
Officer of the Anchal carrying out the decisions of the 
Anchal Sabha and its standing committees dealing with 
finance, education, public health, public works, etc. The 
Anchal Sasan will be a body corporate and will have 
a fund of its own comprised of the proceeds from land 
revenue, fees, tolls, cesses and taxes allowed to be 
imposed and collected by or on behalf of the Sasan, A 
copy of the Bill has been sent the Commission 

separately for reference. 


The Orissa Tenants Protected Act, 1948 

Pending enactment of permanent legislation with 
regard to prohibition of subletting and protection of 
cultivating tenants, the State Government enacted a 
temporary legislation in 1948, known as the Orissa 
Tenants Protection Act. This Act gives protection to 
certain cultivating tenants against eviction and also fixes 
the quantum of kind rent to be paid by them. It was 
being extended from year to year and this year it has 
been extended for two years and will expire on the 
15th April 1955. 


The Orissa Chasi Bill, 1953 

Action is now being taken to bring out a permanent 
piece of legislation embodying the main principles recom¬ 
mended by the Land Revenue and Land Tenure Com¬ 
mittee. A Bill, called the Orissa Chasi Bill, has already 
been drafted and is under consideration of Government. 
The Bill provides that land shall belong to the person, 
who cultivates it. Exception has, however, been provided 
in favour of a minor, an idiot, a lunatic or a person who 
is serving in the Defence services and a person, who 
has land yielding not more than 75 maunds of paddy 
or other produce of equal value and is employed in an 
occupation in which he earns not more than Rs. 100 a 
month. Such a person shall be deemed to be a “ Chasi ” 
notwithstanding that he is not cultivating the land 
himself. The Bill also provides that no person shall hold 
in Chasi right land yielding net produce worth more 
than Rs. 5,000 a year. Any land in excess of the ceiling 
shall be confiscated on payment of compensation and 
distributed among landless agricultural labourers and 
Chasis of the village or adjoining villages having less 
than half an acre per head in the joint family. Provision 
has been made in the Bill for a Bhagchasi cultivating 
under a Chasi to acquire Chasi right by paying to the 
Chasi compensation eq.ual to 3£ times the annual pro¬ 
duce of the land. Provision has also been made that all 
land in a village shall be at the disposal of the President 
of the Grama Panchayat and where there is no Grama 
Panchayat under the Revenue Officer appointed in his 
behalf. 

The Orissa Agricultural Act, 1951 

The main principles recommended by the Land 
Revenue and Land Tenure Committee with regard to 
the enforcement of the rules and principles of good 
husbandry and consolidation and prevention of fragmen¬ 
tation of holdings have been incorporated in the Orissa 
Agricultural Act, 1951. This Act is designed to give legis¬ 
lative effect to the State policy, laid down as funda¬ 
mental directive principle in the constitution of India, 
that the State shall endeavour to organise agriculture 
and animal husbandry on modern and scientific lines. 
The enactment specifically provides for legal sanctions 
and statutory authority for the State to initiate neces¬ 
sary measures : — 

(1) To secure balanced and economic utilisation of 
land and water in the State, 

(2) To improve agriculture and animal husbandry 
in the State on modern and scientific lines, 

(3) To promote and maintain a stable and efficient 
agricultural industry in the State capable of pro¬ 
ducing such part of the nation’s food, fibre, 
fodder and other agricultural products as in the 
national interest it is desirable to produce, 

(4) To ensure that proprietors of agricultural land 
fulfil their responsibilities to manage the land 
in accordance with the rules of good estate 
management. 

(5) To ensure that tenants of agricultural land fulfil 
their responsibilties to manage the land in accor¬ 
dance with the rules of good husbandry, and 

(6) To make provision for prevention of fragmenta¬ 
tion and consolidation of holdings. 

Rules under the Act are being framed for its imple¬ 
mentation. 

Pending abolition of intermediary interests between 
the Government and the ryot and far-reaching land 
reforms, Government amended the existing Tenancy 
Laws and enacted certain other laws with a view to 
give immediate relief to the tenants and to prevent 
destruction of the national wealth in the possession of 
the intermediaries. These are dealt with below. 

The Orissa Preservation of Private Forests Act, 1947 

It was brought to the notice of Government that in 
view of the impending abolition of Zamindaries, the 
zamindars were leasing out forests and allowing 
indiscriminate cutting of forest growth. In order to 
prevent destruction of this national wealth Government 
enacted the Orissa Preservation of Private Forests Act, 
1947. This Act made it an offence for the owner of a 
private forest to sell, mortgage, lease or otherwise 
alienate without the previous sanction of Government. 

The Orissa Communal Forest and Private Lands (Prohi¬ 
bition of Alienation) Act, 1948 

It was also brought to the notice of Government that 
the landlords in anticipation of the abolition of Zamin¬ 
daries were indiscriminately leasing out forest, commu¬ 
nal -and private lands and realising high premia. To 
check this tendency Government enacted Orissa Com¬ 
munal, Fores and Private Lands (Prohibition of Aliena¬ 
tion) Act, 1948. This Act provides that a proprietor 
cannot lease out the above categories of land without 
the previous permission of the Collector of the district. 
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The Madras Estates Land (Orissa Amendment) Act, 1947 

In the proprietary Estates of South Orissa districts the 
incidence of rent is very high. There was long agitation 
for reduction of rent. The question of rent reduction 
was taken up by the Congress Government immediately 
after it came to power and the Madras Estates Land 
Act was amended with a view to empower Government 
to fix fair and equitable rent as nearly as possible on 

par with that prevailing in the adjoining ryotwari 
areas. Settlement operations were also started and by 
now rents have been revised in almost all the estates 
bringing them on a par with those prevailing in the 
adjoining ryotwari areas. 

The Madras Estates Land (Orissa Second Amendment) 
Act, 1947 

Under the Madras Estates Land Act as it stood before 
1947 certain pre-settlement whole inam villages were 
not regarded as estates with the result that the tenants 
under the Inamdars could not acquire occupancy right, 
Government, therefore, amended the Madras Estates 
Land Act in 1947 bringing these whole inam villages 
under the definition of ‘Estate’ and this has enabled the 
tenants to acquire occupancy right. This Act also intro¬ 
duced certain important presumptions in law in favour 
of tenants with regard to inam lands and private lands 
of the land-holder. 

Ganjam Small-Holders Relief Act, 1947 

In the Zamindary areas of Ganjam district, where 
rents are high, the small-holders were heavily in arrears. 
This piece of legislation was enacted in December 1947 
to give temporary relief to these indebted small-holders 
in respect of arrears of rent. 

The Madras Estates Land (Orissa Third Amendment) 
Act, 1950 

The tenants in the districts of South Orissa were 
finding great difficulty in filing a vakalat in each petition 
as they had to file separate petitions or objections on 
behalf of each tenant for each holding in the matter 
of appraisement of the crop or division of the produce 
of the land. In order to remove this difficulty the Madras 
Estates Land Act was amended to enable the tenants to 
file joint or collective petitions for appraisement of the 
crop or division of the produce. 

The Orissa Tenancy (Amendment) Act, 1946 

In the districts of Cuttack, Puri and Balasore the non- 
occupancy tenants, under-tenants and service-tenure 
holders had no occupancy right with regard to the home¬ 
stead lands. Government considered that security in 
homestead is one of the basic needs of the citizens and 
therefore amended the Orissa Tenancy Act in 1946 so 
as to give tenants occupancy right in respect of their 
homestead lands. 

The Orissa Tenancy (Amendment) Act, 1947 

Under the provisions of the Orissa Tenancy Act, the 
landlord's consent was required for separation of joint 
holdings and the landlord used to charge high salami for 
giving his consent. To give relief to the tenants Govern¬ 
ment amended the Orissa Tenancy Act in 1947 making 
it obligatory on the landlord to accept any subdivision 
of holding where it has been done by metes and bounds. 

The Orissa Tenancy (Amendment) Act, 1947 

The Chandanadars in the North Orissa districts had 
no right over their homestead lands and were liable to 
eviction by their landlords. This Act conferred occu¬ 
pancy right with regard to homestead lands. 

The Orissa Tenancy (Amendment) Act, 1948 

In the coastal districts of North Orissa lands required 
for communal purposes have not been reserved. The 
general principles observed during the last two settle¬ 
ments were to reserve five per cent, of the cultivated 
lands for communal purposes. In many villages this 
standard has not been maintained. This legislation em¬ 
powers the Collector of the district to determine and 
acquire the required quantity of land needed for com¬ 
munal purposes in the village. 

The Orissa Tenancy (Amendment) Act, 1950 

In the coastal districts of North Orissa the landlords 
had leased out lands to persons in lieu of service 
rendered to them. The present day society discounte¬ 
nances the practice of binding a person to a particular 
profession and personal service is also considered as 
derogatary to self-respect. The Orissa Tenancy Act was, 
therefore, amended providing that the holder of a jagir 
liable to render personal service can apply to the Collec¬ 
tor to fix fair and equitable rent and on the determina¬ 
tion of such rent his liability to render service ceases 
and he acquires occupancy right in the lands. 


Madras Agency Tracts Interest and Land Transfer 
(Orissa Amendment) Act, 1948 

Government are always anxious to safeguard, the 
interests of the hill-tribes. It was found that the Madras 
Agency Tracts Interest and Land Transfer Act, 11)17 did 
not provide adequate safeguard to the hill-tribes with 
the result that lands belonging to members of hill-tribes 
continued to pass into the possession of unscrupulous 
Sahukars and others. It was, therefore, considered neces¬ 
sary to amend the Law so as to give effective protection 
to the hill-tribes, and with this view, the Act was 
amended in 1948. The Act as amended prohibits trans¬ 
fer of immovable property situated in the agency tracts 
by a member of hill-tribe unless made in favour of 
another member of a hill-tribe or with the consent of 
the prescribed officers of Government. Relinquishment 
of a holding by a ryot belonging to a hill-tribe is held 
valid only if the land-holder settles the holding with 
another member of a hill-tribe or retains it in his 
possession or settles it with any other person with 
written approval of the prescribed officer. The Act also 
includes a provision to the effect that in addition to 
ejectment, unlawful possession of land belonging to a 
hill-tribe member by a non-hill-tribe member on or 
after the 1st March 1948 will make the latter liable to 
a fine not exceeding Rs. 100 per acre for each year of 
occupation or part thereof. 

The Orissa Debt Bondage Abolition Regulation, 1948 

In the Ganjam Agency tracts in the district of 
Koraput and in the Nawapara sub-division in the district 
of Kalahandi a system of labour agreement commonly 
known as Gothi Agreement was in vogue under which 
a person was bound to remain under continued bondage 
for performance of certain duties of his employer. In 
order to abolish this the Orissa Debt Bondage Abolition 
Regulation, 1948, was passed declaring all Gothi Agree¬ 
ments void and regulating the agreements to be made 
between the employer and the employee. 

The Orissa Merged States (Laws) Act, 1950 

In the States that have merged with Orissa, the 
tenancy laws had not been properly codified. In several 
States there Were no written laws and the tenants’ right 
over their holdings not defined. In order to place the 
tenants of the merged States on a par with'those in 
the parent Province Government enacted the Orissa 
Merged States (Laws) Act, 1950, conferring certain 
rights on the tenants. Among other things the tenants 
were given right of free transfer, full right over trees 
standing in their holdings and security against eviction. 
The “Sukhbasis” or non-agricultural tenants were also 
given occupancy right in respect of their homestead 
lands. 

There used to be several classes of service jagirs in 
almost all the States. This legislation allowed the service 
jagirholders to cease rendering personal service to the 
Rulers and the members of their families and to acquire 
occupancy right in the land on payment of fair-and 
equitable rent fixed by the prescribed Government Offi¬ 
cer. 

The Central Provinces Land Revenue (Orissa Amend¬ 
ment) Act, 1950 

In the district of Sambalpur, where the Central Pro¬ 
vinces Land Revenue Act is in force, the Gountias were 
settling waste lands under the Wazib-ul-arz. It was found 
that they were not fair and impartial in discharging this 
duty. The Central Provinces Land Revenue Act, was, 
therefore, amended whereby the power of the Gountias 
to settle waste lands was done away with and such lands 
can now be settled only by Government. 

The Central Provinces Tenancy (Orissa Amendment) 
Act, 1953 

In the old district of Sambalpur and Nowpara sub¬ 
division in Kalahandi district the occupancy tenants had 
no right to transfer their lands. In order to confer the 
right of transfer on them, the Central Provinces Tenancy 
Act was amended. An occupancy tenant can now transfer 
his land. 

The Orissa Bhoodan Yagna Act, 1953 

In order to facilitate the assignment of lands to the 
Bhoodan Yagna Movement sponsored by Acharya Vinoba 
Bhave and to regulate the settlement thereof Govern¬ 
ment have enacted the Orissa Bhoodan Yagna Act 1953 
The Act simplifies the procedure of assignment and trans¬ 
fer of Land and exempts the transactions from stamp 
duty, registration etc. 

Abolition of Betbi and Mamools 

In the Agency tracts of Ganjam and in the district of 
Koraput a system of Bethi labour was in force from time 
immemorial. Although some payment used to be made 
for Bethi labour done, this payment did not approximate 
to living wages. Government, therefore accepting the 
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recommendations of the Partially-Excluded Areas En¬ 
quiry Committee, have ordered that full rates of wages 
should be paid for execution of all civil works. It has 
also been ordered that Bethi service and all kinds of 
mamools rendered to Matha Heads and their subordi¬ 
nates and others should be abolished excepting the Sanja 
and Cist or any other mamool which has got a bearing 
on the land. The question of abolishing the Matha Heads 
altogether is now engaging the attention of Government. 

Abolition of Sarbarakari System 

The Sarbarakari system was in vogue in the Govern¬ 
ment estates of Khurda, Banki and Angul till the 1st 
April 1948. The Sarbarakar, as a sort of Collector of 
revenue, acted as a middle man between Government 
and the tenants. In pursuance of their policy of having 
direct dealings with the tenants, Government passed 
orders abolishing the Sarbarakars with effect from the 
1st April 1948. The Sarabarakari villages have been 
grouped into circles, each in charge of a Naib Tahsildar. 

Similarly the Thikadari system obtaining in Bolangir 
district was abolished in 1949. 

Settlement of waste lands 

With a view to secure equitable distribution of land 
and to encourage settlement of waste lands with the 
Adibasis and other landless people, Government ordered 
- in 1949 that no salami should be realised in respect 
of lands to be settled with the Adibasis and other land¬ 
less people. In conformity with this principle plots of 
land measuring 5 acres are being settled with landless 
persons. Next in order of preference come persons hold¬ 
ing small and un-economic bits of land. In furtherance 
of the Grow More Food drive Government have further 
directed that for the first five years new settlements of 
waste lands shall be rent-free. By end of 1951-52, lands 
to the extent of 1,92,597-51 acres have been settled by 
Government with the different classes of people as noted 
below :—• 

Acres 

Adibasi and Scheduled Tribes , . , 64,420*60 

Scheduled Castes . « . . * 53,139*57 

Others.75>o37‘34 

Total. 192,597*51 


Gouti rights in Kalahandi 

The Gountias in Kalahandi used to exercise the right 
to settle waste lands in their villages. This right was 
being exercised in a way prejudicial to the interests of 
the State and the common good of the villagers. Govern¬ 
ment, therefore, withdrew this right in 1950 by amend¬ 
ing the Gountiai Patta. 

4. Main features of Land Revenue Code of the State 
and the Rules etc . made thereunder .—In the districts of 
Cuttack, Puri, Balasore, Gan jam and Koraput there are 
354 permanently settled estates the 1 revenues of which 
were regulated by the permanent Settlement Regula¬ 
tions of Bengal and Madras. The revenues of these 
estates have been fixed permanently and they pay only 
a small portion of their income to Government as 
pescush. 

The number of temporarily settled estates is 13,034. 
The revenues of these estates are fixed in each settle¬ 
ment. The proprietors of these estates pay about 52 
per cent- on the average of their grogs income as 
revenues to the State and appropriate the balance them¬ 
selves. 

Besides, there are more than one lakh of revenue-free 
estates, the proprietors of which hold the tenure either 
rent-free or on quit rent. 

The remaining areas of the State are ryotwari areas 
held directly under Government. The Khasmahals in 
North Orissa are governed by the Orissa Tenancy Act. 
The Khasmahals have been divided into circles for pur¬ 
poses of management, each being placed in charge of a 
Tahasildar. Under each Tahasildar there are Naib- 
Tahasildars for purposes of collection of revenue. 

The ryotwari areas of Gan jam are governed by the 
Madras Board’s Standing Order. There are village offi¬ 
cers, who are responsible for collection of revenue and 
maintenance of village records. 

5. The main principles and practices underlying the 
system of settlement or resettlement of Land Revenue ,— 
In different parts of the State of Orissa different systems 
prevail. In some parts, the land revenue has been direct¬ 
ly settled with the ryots and in other parts the same 
has been settled with intermediaries. Thus what the 
ryots pay direct to Government is called land revenue. 
What the intermediaries pay to Government is also 
called land revenue. What the ryots pay to the inter- 
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mediaries is called rent. The intermediaries are of two 
kinds—permanent and temporary. With the former, the 
land revenue has been settled once for all and with 
the latter the land revenue is settled from time to time 
at certain intervals. 

There are two broad divisions in the present State of 
Orissa, viz., the merged territories and the parent State 
of Orissa. The State Government have not carried out 
any settlements of land revenue as yet in the merged 
territories. It is now going on in Dhenkanal, Athagarh 
Kalahandi aqd other merged States. For this reason 
much is not known about the principles of settlement of 
land revenue in most of the merged areas. As far as is 
known the principles followed in each of these ex-State 
areas in the settlement of revenue are those copied from 
the principles followed by the neighbouring Govern¬ 
ments of Orissa, Bihar, Bengal -and Madhya Pradesh 
with modifications to suit the local conditions. In this 
connection the report of Sri R. K. Ramadhyani. I.C.S. on 
Land Tenure and the Revenue system of the Orissa and 
Chhatisgarh States may be referred to. As regards the 
parent State of Orissa, almost all the areas are settled 
areas from the view point of rent settlement as well as 
revenue settlement excepting the proprietory areas of the 
districts of Ganjam and Koraput, where rent settlement 
is being carried on or has just been completed. The 
principles followed at re-settlements of rent are essen¬ 
tially the principle of enhancement of the existing rent 
based solely on the rise in the prices of staple food 
crops. In enhancing rents deterioration or improvement 
of holdings due to natural causes since the time of 
original settlements are taken into consideration. The 
original settlements of rent were based on the volume 
of the then existing produce rents and in other parts 
on the value of produce estimated according tp the 
productivity of different classes of lands. Gross produce 
is estimated, the cost of cultivation and other incidental 
deductions are made therefrom and thus the net produce 
is arrived at and the rent is settled on the money value 
of such net produce. Another system of settlement pre¬ 
valent in one part of this State is what is known as 
the soil unit system. This is regarded as an arithmatical 
aid to good assessment. Under this system all cultivated 
lands in a village are classified according to their soil, 
position and advantages and the relative productivity 
estimated in terms of soil factors. The rate of rent on 
each said factor is determined and sanctioned. The rate 
of rent per soil factor multiplied by the total factors in 
a holding gives the rent of a holding. Rent is thus fixed 
on an entire holding in some parts and in other parts 
on each survey plot comprising the holding. In the pro¬ 
prietory areas of Ganjam and Koraput the system of 
produce rent prevailed before. The pitch of rent was 
very high even where it was commuted or settled. In 
the settlements now going on or where it has already 
been settled, the pitch of rent is being brought on a 
par with that prevailing in the neighbouring areas, 
where land revenue bas been settled directly with the 
ryots and on an average, the reduction of rent in 
different areas is about 7 per cent, of the existing rent. 
The level of rent is being brought down by applying 
the usual principles of retn settlement, viz.; by allowing 
deductions for cost of cultivation, vicissitudes of season, 
merchant’s profits etc., out of the gross produce. The 
net produce is commuted. The rent is fixed on the basis 
of preceding normal ten years’ average rent accrued due 
to the landlord from the date of settlement. There are 
also some parts where the lands in a village are classi¬ 
fied into different sorts. The villages themselves are 
again classified into different classes according to ad¬ 
vantages attendant on them, such as, facilities for irri¬ 
gation, nearness to towns, communications etc. The 
incidence of rent is thus equitably distributed according 
to advantages of the villages as also according to the 
productive capacity of different grades of land. 

As regards revenue settlements with intermediate 
landlords, as stated earlier,, there are primarily two 
kinds of such landlords, viz., permanent and temporary. 
All these intermediaries are being eliminated and "the 
estates are being brought under direct management of 
Government. What was being paid as rent by ryots to 
the said intermediaries is now being paid as land 
revenue to Government. The principles of rent settle¬ 
ment have not been altered due to this change in the 
landlordship. 

6 . Present position in regard to survey, settlement and 
resettlement .—No area in the State of Orissa has been 
left unsurveyed except the district of Koraput* where 
survey and Record-of-Rights operations are in progress. 
According to the present programme it will take four 
or five years to complete the survey and Record-of-Rights 
operations in Koraput district. Although the merged 
territories were surveyed during the time of the darbar * 
administrations, the survey in some of them has not 
been done on satisfactory lines. 

Almost all the tracts in the State of Orissa are settled 
except the district of Koraput, which is conterminus with 
the ex-State of Jeypore. The settlement of cash rent in 
that district is now in progress. Cash rents were also 
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not settled in most of the proprietary estates in the 
district of Ganjam. This has since been done. These 
estates have recently been abolished under the Orissa 
Estates Abolition Act. 

There are about 600 Inam (Jagir) Estates in Ganjam 
district, where rents have not been settled. It has been 
decided to take up settlement of rents in these Estates 
during the current financial year and the same is ex¬ 
pected to be completed by the next year. 

> 

Resettlements fell due in the year 1942 and thereafter 
in different parts of the parent State of Orissa and from 
1936 in different parts of the merged territories. Resettle¬ 
ment operations could not be taken up for the duration 
of the war for obvious reasons. In the Post-war period 
the available personnel of Government were engaged in 
the execution of Post-war development plans and conse¬ 
quently Governments were faced with dearth of trained 
personnel to take up resettlement operations. In the year 
1951 a firm programme to take up resettlement opera¬ 
tions, where they fell due, was prepared to be imple¬ 
mented. Hardly had the work commenced when the 
programme had to be curtailed due to financial strin¬ 
gency and the operations had to be confined to the 
tracts, where they had already been started. Recently 
resettlement operations have been extended to the 
Zamindary areas of Kalahandi due to urgent adminis¬ 
trative necessity. 


Special training classes are being held from time to 
time according to necessity to impart training in survey 
and settlement to staff required for settlement opera¬ 
tions. The State Government have not got an indepen¬ 
dent survey office of their own. They are at present 
dependant on the Bihar Survey Office. Steps are being 
taken to establish an independent Survey Office in the 
State of Orissa. 


Disparity in rent levels exists in certain parts of the 
States as the rents in these areas were settled at different 
times in the past and the principles of settlement as 
laid down in the tenancy laws applicable to these areas 
are different. It may be mentioned here that in some of 
the merged territories, where rents have been settled, 
there are no codifid laws at all and in such territories 
the rents have been settled following Custom and prac¬ 
tice. The present State of Orissa comprises the Orissa 
division of the old Bihar and Orissa Province, ex- 
Madras areas, ,ex-Central Province areas and the merged 
territories. Different tenancy laws inherited from the 
parent administration are still prevailing in different 
areas. The State Government are considering unifica¬ 
tion of the various tenancy laws which would enable 
Government to carry out settlement operations under 
one uniform procedure throughout the State. 

Without the elimination of the Intermediaries between 
the State and the tenants, it is not possible to introduce 
any uniform system of Revenue Laws in the State. The 
Orissa Estates Abolition Act, 1951, which is calculated 
to eliminate the Intermediaries, is now being put into 
operation and many estates have already been abolished. 
When the process of elimination of Intermediaries is 
complete it will be easy to have a uniform system of 
land laws which will facilitate Survey and Settlement 
Operations. 


Pending Survey and Settlement Operations, disparity 
in levels of assessment can be reduced to some extent 
by levying a surcharge on land revenue. This method, 
however, has its disadvantages and it is sure to cause 
resentment among the tenants. The best way is to evolve 
a quicker, easier and less costly method of survey and 
settlement. This is under examination of Government. 


7. Position in regard to compensation payable on 
abolition of Zamindaries and similar tenures. —The work 
of taking over of estates under the Orissa Estate Aboli¬ 
tion Act is already in progress. The amount of compensa¬ 
tion payable under the said Act in respect of all the 
proposed to pay this compensation along with the inte- 
estates in this State is estimated at Rs, 628 lakhs. It is 
rest thereon in thirty equated annual instalments. The 
amount of compensation due will bear interest at the 
rate of 2i per cent, per annum from the date of vesting 
till the date of full payment. The amount of this interest 
over a period of 30 years is estimated at Rs, 272 lakhs. 
The total amount to be paid towards compensation 
(Principal plus interest) thus comes to Rs. 9 crores. The 
payment will be spread over a period of 30 years. The 
amount of each annual instalment will roughly be Rs, 30 
lakhs. 


The gross income from the estates to be acquired has 
been roughly calculated to be Rs. 135 lakhs which, on the 
abolition of the Zamindaries, will be an income to Gov¬ 


ernment. 25 per cent, of this amount or roughly Rs. 34 
lakhs is expected to be spent on management. Besides, 
an amount of Rs. 57 lakhs, which Government are now 
getting as land revenue from the estates, will no longer 
be an income to Government consequent on the abolition 
of Zamindaries. The annual net profit to Government 
will, therefore, be about Rs, 44 lakhs. This net profit is 
expected to cover the annual liability that will be 
created on the abolition of the Zamindaries, 


8 . Co-operative farming and land management policies, 
—Among the different possible patterns of land tenure 
system prescribed, viz., (a) Capitalist farming (b) 
Collective farming (c) Co-operative farming and (d) 
Peasant proprietorship, Co-operative farming is, perhaps, 
the best form of organisation. But having regard to our 
achievements in the field of co-operation, Co-operative 
farming may be aimed at as a long-range plan. One 
such Co-operative Society has been started in Nayagarh. 
The Society took a lease of 184 acres of land from Gov¬ 
ernment and another area of 39 acres from an institution 
named as Gopabandhu Trust. The object of the Society 
is to establish 22 regular families on the entire land with 
an area of 10 acres to each family. The rest of the 
land will be utilised for homestead purposes and for 
other purposes of the village community, 


The Society has so far brought 60 acres of land under 
cultivation. It is reported that the Society is not getting 
on well. It started its career with land improvement 
loan of Rs, 15,000 and is not in a position to repay it. 
The Society wanted a further loan of Rs. 20,000 which 
could not b$ granted. It could not also pay the land 
revenue for the year 1952-53, which has to be remitted. 


Government intend introducing co-operative farming 
in the National Extension Blocks, which are going to be 
soon organised in different parts of the State. Before 
they are organised on a proper footing, it is not possible 
to make an assessment as to the achievements based on 
the results of a non-official organisation of the kind 
referred to above. 


9. Position with regard to alienation of land revenue .— 
The following categories of lands are generally -exempted 
from payment of land revenue. Lands, such as roads, 
sites for hospitals, dispensaries, schools and the like, 
which yield no return to local bodies or other owners 
thereof and are devoted to public purposes. The exemp¬ 
tion lasts for such time only as the conditions on which 
it was granted are fulfilled. Land acquired for markets, 
cart-stands and similar other objects from which an 
income is derived is liable to payment of land revenue. 
But in these days, proposals are often received from 
various public bodies, associations and Government insti¬ 
tutions run on commercial lines for grant of land free 
of all demands of rent or on nominal rent. Exemption 
of land revenue should not be granted as a matter of 
course, but each individual case should be decided on 
its own merit. It may be desirable to exempt certain 
public institutions from payment of land revenue in the 
beginning with a view to encouraging organisation of 
such institution. But it should always be the policy to 
assess and levy rent as soon as the institution establishes 
itself and makes some profit. Market sites and cart- 
stands within the District Board and Municipal areas 
are generally not assessed. It would need examination 
if those sites should not be assessed to rent. Government 
institutions run on commercial lines should not be 
exempted from rent. 


10. The system of suspensions and remissions in the 
State .—Suspensions and remissions of land revenue dur¬ 
ing agricultural calamities are granted with a view to 
giving relief to the cultivating classes when they are 
unable to pay their rent on account of failure of crops. 
In the cases of wide spread calamity, relief is given 
in the first instance in the form of suspension of land 
revenue. Suspension or remission of revenue is ordinarily 
granted in cases of failure of crops, which causes loss of 
more than J the normal produce of the whole year. 
But where the crops of 2 preceding years are less than £ 
or where any revenue is already under suspension, 
special recommendation is generally made for remission. 
The scale of relief is laid down in the Tauzi Manual. 
Remission is, however, granted as soon as it becomes 
clear that it will be inadvisable to collect suspended 
revenue or a particular portion of it. Revenue, which 
remains suspended for 3 consecutive years, is ordinarily 
remitted as a matter of course. This is the broad outline 
of the principle followed in granting suspension and 
remission of revenue. 


During the last 3 years, Government have not been 
called upon to grant any substantial relief except petty 
remissions here and there in individual cases. Remis- 
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sions and suspensions were, however, granted in Puri, 
Cuttack, Balasore and Gan jam in the years as indicated 


below : — 



Year 





Remission Suspension 

Cuttack— 

1940-4 1 







Rs. 

2,718 

Rs 

1 944*45 



* 

• 

. 

• 

600 

*■* 

1945-46 



• 

* 

- 

• 

450 

*• 

Ganjam— 

>944-45 





* 

• 

7,529 

. • 

1945-46 







36,032 


1946-47 






- 

262 


1947-48 






- 

3^3* 


1949-50 






. 

19,787 


1950-51 






* 

1,260 


1951-52 


* 




• 

321 


Puri— 

1938-39 



• 

. 



24,444 

38,037 

. 1941-42 

• 






U,970 

>,675 

>944-45 

. 






11,700 

.. 

1946-47 

* 






2,432 


1947-48 

. 






1*457 


1948-49 







281 

•< 

Balasore— 

1939-40 

. 

- 

* 

* 

. 

. 

16 

*. 

1940-41 

. 

. 

• 

* 

« 

* 

32 


1943*44 

- 

. 

* 

. 


. 

Nil 

99*147 


These figures will show that occasions that arose for 
granting remission or allowing suspension during the 
last few years were few. 

A pertinent question is always asked if the relief 
granted actually reaches the tenants particularly in 
zamindary areas. This is, however, no longer the prob¬ 
lem since zamindaries are going to disappear in course 
of days and months* 

Provision to give relief in the shape of remission and 
suspension of Revenue should have to continue what¬ 
ever may be the land policy and the existing provision 
appears to be adequate. This factor appears to have a 
great psychological value in a democratic country. The 
effect of remission and suspension on land revenue 
collections does not appear to be very great* Barring 
one or two instances, the remission granted during the 
last ten years is perhaps a negligible fraction of the 
total revenue collected, 

11. Particulars regarding land cesses levied in the 
State and the manner of their allocation to local bodies, 
to specific projects , etc.—Land cess is collected at the 
rate of annas 2 per rupee in Puri, Cuttack and Balasore 
districts and at the rate of annas 2J in Ganjam* In 
Sambalpur cess is collected under Sambalpur Local Self- 
Government Act, which prescribes various rates. In 
khalsa Gountyai villages, Gauntias pay at 44 per cent, 
on the rental valuation and tenants pay at the same 
rate. Under the Sambalpur Local Self-Government 
Amendment Act the tenants pay 4 anna in the rupee 
and the landlords pay a little more than one anna. In 
the merged States a consolidated cess of annas 2 per 
rupee is levied. The entire amount collected is allocated 
to local bodies for improving the means of communica¬ 
tion, promoting education, relief on famine and distress, 
improvement of agriculture, etc. No allocation is made 
for any specific projects. But in recent years, since the 
introduction of Grama Panchayat, l/3rd of the cess 
amount is being diverted to the Grama Panchayat, 

12. Brief summary of the system obtaining in the 
State for levy of assessment on land used for non-agri - 
cultural purposes.—In Orissa, in the majority of the 
districts, there is no specific distinction between the 
agricultural and non-agricultural land regarding assess¬ 
ment of land rent. In the districts of Cuttack, Puri and 
Balasore in rural areas in case of the cultivating classes, 
such lands generally form part of their pahi holdings 
and are assessed at the same rate as in case of agricul¬ 
tural lands. In some Khasmahal areas and in Ryotwari 
areas of Ganjam district some distinction is observed. 
In Khurdha Khasmahal the rent of house sites is much 
more than the rental value of agricultural lands. In the 
Ryotwari areas of Ganjam district and in the district of 
Sambalpur the house site is free from rent in rural areas. 
But in town areas, the rate is more than the rate of the 
agricultural lands. Tenants in the urban areas of the 
districts of Cuttack, Puri and Balasore are in most 


cases Pattadars in respect of their homestead lands. 
The lands are assessed according to their selling and 
letting value. When any rural area is specially declared 
as urban area, the house sites are assessed at higher 
rate of rent. Conversion of agricultural lands into non- 
agricultural lands is specially prohibited under the law 
and when this happens, the rental value does not change 
except in specified areas like town Khasmahal and urban 
areas. 

No separate accounts are maintained to show the in¬ 
come under rent from agricultural lands and non-agri¬ 
cultural lands. 


13, Brief description of the land revenue administra - 
tion of the State .—Different types of village administra¬ 
tion are in force in different parts of the State each 
varying from the other. In North Orissa districts, the 
provisions of the Bengal Village Chowkidary Act, 1870 
are in force. For purposes of administration, each sub¬ 
division has been divided into several unions with 
reference to each police-station area. Each union is a 
compact area and comprises of a number of villages. 
A Panchayat is appointed for each union by the District 
Magistrate consisting of not less than 5 members. One 
member acts as the Union President and another as 
Tahasil Panchayat. The Union Panchayat exercises con¬ 
trol over the Daffadars and Chowkidars and collects 
chowkidary tax. They are responsible for reporting 
crimes, unusual death, movement of bad characters, etc. 
to the Thana Officer. For every union, there is a 
Daffadar, who supervises the work of the Chowkidars. 
The Chowkidar is appointed for every 100 to 120 houses. 
He is the village watchman. This' is, strictly speaking, 
not a part of the revenue organisation. In fact no 
separate revenue organisation exists in zamindary areas 
and whatever revenue administration is carried on at 
village level is entrusted to the Union Panchayat* They 
assist the Chakla Kanungo when called upon to do so 
in all revenue matters pertaining to their respective 
areas. One Chakla Kanungo looks up to the revenue 
affairs of a few thanas. In certain other parts of Cuttack 
and Puri districts there is Khasmahal administration, 
where Government themselves are directly managing 
certain estates. These areas had the Sarbarakari system, 
which is being gradually abolished. The Sarbarakar is 
responsible for collection of land revenue and mainten¬ 
ance of land records of a few villages. He gets commis¬ 
sion and enjoys jagiri also. He maintains liaison bet¬ 
ween tenants and Government and looks after the 
Government property, communal lands forests, fisheries 
etc. 


In South Orissa for each village or convenient group 
of villages, there is a set of village officers, who go by 
the name of Karji and Karnam. The Karji is the village 
headman and the Karnam is the village accountant. 
The Karji maintains land revenue records. The headman 
is responsible for collection of revenue. He also looks 
after the village pond, reports crimes and apprehension 
of breach of the peace to the police. The village officers 
are, assisted by one or two village servants, who go by 
the name of Talyari, Vetti, etc. The Talyari is the village 
watchman and the Vetti watches the crops and irriga¬ 
tion. These servants are also utilised for collection and 
for services of summons and notices. Where the revenue 
work is light, as in some zamindary villages, the duties 
of Karji and Karnam are combined in one person, who 
goes by the name of Truine Officer. The village officers 
are subject to the disciplinary control of Taluk Officer 
and Revenue Divisional Officer. The village organisa¬ 
tion, as stated above, exists in the plains areas of 
Ganjam district. But in the agency areas there are 
Mutha Heads, who more or less correspond to the Karji 
of the plains. These village officers are hereditary. Im¬ 
mediately above these village officers, there are Reve¬ 
nue Inspectors who supervise their work. In Koraput 
ditstrict, which was a purely Zamindary area, there 
were no Revenue Inspectors or village servants under 
Government. The estate had got its own Revenue Ins¬ 
pectors and village agency. They used to attend to reve¬ 
nue collection on behalf of the estates. The Zaminda¬ 
ries have since been abolished and Anchal Sasans are 
introduced. 


Above the village officers in South Orissa, there are 
Revenue Inspectors, who look after the revenue 
administration of firkas, which comprise of a number 
of villages. Above the Revenue Inspectors, there are 
Taluk Officers. Generally the Taluk Officer is both a 
Magistrate and a Revenue Officer and rarely he is 
purely a Revenue Officer, He looks after the Revenue 
administration of the Taluk. Each Taluk comprises of 
a number of circles or firkas and a few taluks constitute 
a Revenue Division. The Revenue Divisional Officer is 
responsible for the revenue as well as criminal adminis¬ 
tration of the Revenue Division, A few Revenue Divi¬ 
sions constitute a district, the District Magistrate and 
Collector being the Head of the Revenue—Criminal 
administration of the district. 
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In North Orissa there are no taluks. Both criminal 
and revenue administration is centralised in the Sub- 
divisional Officers* office. The Chakla Kanungo forms 
the lowest rung of the ladder so far as the revenue side 
is concerned. They have, of course, their separate 
offices, but they do not play any significant role. Their 
primary function is to execute distress warrants and to 
check encroachments on Government lands. In Khas- 
mahal areas there are Sarbarakars under Kanungos. 
Above the Kanungos are the Tahsildars, who are invari¬ 
ably Gazetted Officers. The Chakla Kanungo is assisted 
by the Chairman. Above the Sub-divisional Officer are 
the Collectors and above the Collectors there is the 
Board of Revenue, the highest revenue authority under 
Government. 

A slightly different system below the level of the 
Sub-divisional Officers prevails in Sambalpur. 

In recent years, steps have been taken to reorga¬ 
nise the administrative system. The Sarbarakari system 
was abolished in’ Khurdha and the Sarbarkars were 
replaced by Naib Tahasildars. In Zamindary areas, after 
the abolition of the Zamindarxes, Anchal Sasans are 
being introduced. Hereditary staff are thus being 
replaced. The commission, which the Sarbarakar used 
to get on collection of revenue, is being abolished. 

The duties and functions of revenue staff are conti¬ 
nuing as ever, but there has been considerable addition 
to their normal duties and functions. During the pre¬ 
independence days collection of revenue and main¬ 
tenance of la*id records was the primary duty of the 
revenue officers but in the post-independence days they 
were required to divert a considerable portion of their 
time and energy to uplift work in the villages. 


14, Arrangements for appeal .—In matters of assess¬ 
ment various revenue authorities have been prescribed 
for hearing and deciding appeals and objections during 
the course of Land Revenue Settlement. In Ganjam, 
appeal lies to the Board of Revenue also. After all, 
assessment is a simple affair. Government have laid 
down rigid principles as to how to classify lands and to 
fix rent. Rent represents a certain percentage / of the 
total output of a particular piece of land. The total 
output is again arrived at after numerous experiments. 
The lands are classified on the basis of these experi¬ 
ments. There is very little room for Revenue Officers 
committing mistakes in fixing rent for a piece of land. 
Taking for granted that a class II land is assessed at 
class I rate by a Revenue Officer, at anyone level it 
cannot escape the notice of the revising and appellate 
authorities, distinction between the two classes being 
so obvious. The average rate of rent on Stitiban Ryot 
as may appear from the report of Mr. Dalziel, being 
Rs. 4-8-0 per acre, the difference of rent of class I and 
Class II is expected to be a small amount. A particular 
settlement remains current for 30 years at the most. If 
a tenant does not get the redress even going to the high¬ 
est revenue authority, the loss during these 30 years ex¬ 
pected to be sustained on account of excess assessment 
will be a small amount as compared with the amount 
to be spent on civil litigation. If the doors of the Civil 
Court are opened to the tenants for appeals in matters 
of assessment of rent, it is believed that he will spend 
considerably more than what he will gain in the shape 
of reduction of rent. The judicial Courts will be flooded 
with petty suits of this kind. The tenant may get a 
psychological satisfaction, but all these for nothing. It 
may, therefore, appear advisable that the tenants should 
not be given an option to go to judicial courts in these 
matters. 


The administrative changes, which have been intro¬ 
duced in recent years at village level, appear to have 
reduced the efficiency of revenue administration. The 
abolition of Sarbarakari system in Khurdha may be cited 
as an example. The collection of land revenue in the 
period when the Sarbarakari system was in vogue was 
about 90 per cent, whereas after the abolition, it has 
come down to 64 per cent, on the average. The collec¬ 
tion on arrear demand was 100 per cent, but it has now 
come down to about 70 per cent. The Sarbarakar, who 
had a sort of permanent interest in the village and was 
particular about his prestige, position, status and dignity 
and was anxious for a good record of service in the 
interest of his succeeding generations, was serving the 
Government and the people of his village with loyalty. 
He was looking after the village roads, communal lands, 
forests, fisheries and other Government properties with 
a great amount of care. The position has since undergone 
a change after the introduction of the Naib Tahasildari 
system. Not only the collection has fallen and local 
leadership has vanished, but Government property, 
communal lands, village forests etc., have also practically 
no protection. So far as collection of land revenue is 
concerned, the Naib-Tahasildar does not shoulder a frac¬ 
tion of the responsibility, which the Sarbarakar used to 
do. On the pain of punishment, he was made to pay the 
entire revenue no matter whether he collected it from 
the tenants or not, but Naib-Tahasildar credits just that 
amount, which he is able to collect from the tenants. 
In the last resort, certificate is the only weapon to collect 
the arrears. It appears that 30 to 40 per cent, of the 
total revenue has to be collected by Certificate procedure, 
though as a rule Certificate procedure should 'be resorted 
to only on rare occasions. But under the management 
of the Naib-Tahsildars, the Certificate procedure, may be 
the system itself. The magnitude of work thus thrown 
on the Certificate office will be considerable. In the 
ultimate analysis collection of the arrear revenue is made 
by a peon. The tenant may not, therefore, get a fair deal 
under this system. 

The cost of management during the days of Sarbara¬ 
kars was in the order of Rs. 94,000. On the introduc¬ 
tion of Naib-Tahasildars, in the year 1948, the cost came 
down to Rs. 47,000. It has now gone up to the level of 
Rs. 75,000 in course of five years, the percentage of 
collection continuing as low as 60 to 70 per cent. It is, 
therefore, not unlikely that in course of time the cost 
of management would approximate or even exceed the 
cost under the Sarbarakari System, But it may be 
desirable to wait till the establishment of the Anchal 
Sasans, before undertaking any further change. 

The superstructure of Anchal administration is going 
to be built on the Grama Panchayats. The idea is gaining 
ground that introduction of Grama Panchayats will 
ameliorate the conditions of the masses. Grama Pan¬ 
chayats have since been introduced in many of the 
villages of Orissa. But the system has not so far proved 
a complete success and it will take some more time 
to judge the efficacy of the new system of rural adminis¬ 
tration. 


15, Arrears and trends in arrears during recent years 
—explanations therefor. —Arrear of revenue during 
1949-50 in the entire State was of the order of Rs. 32 
lakhs and in 1950-51 it was Rs. 35 lakhs. Arrear of cess 
m Pun, Cuttack and Balasore was Rs. 1,36,000 lakhs in 
1946-47, Rs. 5 lakhs in 1947-48, Rs, 6 lakhs in 1948-49, 
Rs, 7 Lakhs in 1949-50 and Rs. 7'5 lakhs in 1950-51. In 
Gan] am and Korapur arrears of land revenue and cess 
was Rs. 84 thousand in 1944-45, Rs. 70 thousand in 1945- 
46, Rs. 83 thousand in 1946-47, Rs. 4 lakhs in 1947-48, 
Rs. 6 lakhs in 1948-49, Rs. 14 lakhs in 1949-50. Rs 18 
lakhs, 1950-51 and Rs. 22 lakhs in 1951-52. Figures of 
other areas have not been collected. But the figures 
already collected will show that arrears are steadily 
mounting up. This appears to be due to the tendency of 
the people and the intermediaries not to pay. The im¬ 
pending abolition of Zamindary , also created further 
indifference in the minds of the intermediaries. The 
provisions of the Public Demands Recovery Act do not 
seem to be adequate enough to suit the needs of the 
time. 

A®. re £ a *“ds the collection in Khasmahal estates, the 
position has been discussed in paragraph 13, 

16. Any other points of importance concerning the 
land revenue system of the State.—A brief description! 
of various types of administration has been indicated 
m the foregoing paragraphs. In this State, various sys¬ 
tems, one differing widely from others, are in force. 
The tenants do not get the equality of treatment in 
matters relating to administration in all parts of the 
fc>tate. The unification of land revenue system is an 
imperative need. The system is in many cases too 
elaborate and cumbersome. Simplification of the pro¬ 
cedure is also another imperative need. In Certificate 
cases, cases relating to land acquisition, in matters of 
payment of rent, for getting the names mutated in the 
record, the tenants have to traverse a long winding 
course. It needs examination if Revenue Officers should 
not hold Camp Courts to dispose of these matters in 
one or two sittings. 


One of the objects of land reforms is to abolish all 
the intermediary interests between the State and the 
tillers of the soil and to have a unified system of revenue 
laws for the entire State. This will bring the profits 
which the intermediaries were enjoying as middle men 
to Government and this extra income can be spent for 
the well-being of the tenants. 

Besides this, the land revenue administration is likely 
to become simpler on account of introduction of a uni¬ 
fied system of revenue law. The work of settlement 
which has become very complicated due to diverse 
systems of revenue laws, will be easier and Government 
are likely to save certain unnecessary expenditure in 
consequence. 



MEMORANDUM IV 

Notes on Individual Taxes including answers to Questions on those Taxes 
A—State (and Allied Local ) Taxes 


1. (a) SALES TAX (GENERAL) 

Section I— Factual Background 

1 . Brief summary of the main features of the tax .— 
Sales tax is levied and collected in Orissa under the 
provisions of the Orissa Sales Tax Act, 1947 and the 
rules made thereunder, i.e., the Orissa Sales Tax Rules, 
1947. The Act, which received the assent of the Gov¬ 
ernor-General on the 26th April 1947, was published for 
general information on the 13th May 1947 and came into 
force at once though its taxing provisions came into 
operation from the 1st October 1947. The rules also came 
into force simultaneously. 


Under the Act, dealers whose gross turnover on sales 
exceeded Rs. 5,000 (now Rs. 10,000) during the previous 
financial year, are liable to pay tax on their taxable 
turnover from the commencement of the financial year 
(now from the commencement of the quarter succeed¬ 
ing the period not exceeding twelve months during which 
the gross turnover exceeded Rs. 10,000). It is a single 
point tax, as under the provisions of section 8 of the Act, 
the same goods cannot be taxed at more than one point 
in the same series of sales. This objective is secured by 
section 5 (2) (a) (it), which provides for exemption of 
sales to registered dealers for the purpose of resale or 
use in contracts. To safeguard against the misuse of the 
privilege, rule 27 (2) provides for a declaration being 
obtained from the purchasing dealer, 

Section 6 of the Act empowers Government to declare 
any goods to be exempt from the levy of the tax, while 
section 7 empowers Government to exempt any dealer 
from the levy of the tax. All registered leaders are re¬ 
quired under section 11 to furnish quarterly returns to 
the sales tax authorities. Assessments are made under 
section 12. Admitted tax is payable prior to the submis¬ 
sion of the quarterly returns and a month’s time is 
given for this purpose. After assessment, if any sum is 
found to be recoverable in excess of the tax already paid 
along with the return, it is to be paid on service of a 
notice of demand under section 13 and if the same is not 
paid within the time specified in the notice, penalty is 
leviable and the sums are recoverable arrears of land 
revenue. All dealers liable under the Act are required to 
maintain true account of the value of goods bought and 
sold. The accounts can be inspected by the sales tax au¬ 
thorities at any reasonable hour. Changes in the nature 
of ownership of the business are to be notified according 
to the prescribed procedure. On transfer of the business 
the transferee is required to take out a fresh registration 
and pay up taxes on the business taken over. Dis¬ 
putes as regards liability, etc., can be determined by the 
Collector of Commercial Taxes. The sales-tax authori¬ 
ties are empowered to enforce attendance and produc¬ 
tion of documents. Certain offences under the Act are 
punishable by 1st class Magistrates and the sentence 
can extend to imprisonment for six months and fine of 
Rs. 1,000. The offences are compoundable by the head 
of the department. Disclosures of information from 
assessment records is forbidden. Section 23 of the Act 
provides for appeal, revision and review. 

2 . Amendments of the Law .—The Act has been 
amended twice. The Orissa Sales Tax (Amendment) Act 
of 1950, which came into force on the 21st December 
1950, raised the non-taxable limit from Rs. 5,000 to 
Rs. 10,000 and made provision for voluntary registration 
by dealers, whose turnover did not reach the taxable 
limit. The Orissa Sales Tax (Amendment) Act, 1951 
withdrew the concession of tax-free purchases of raw 
materials previously allowed to registered manufaoturers 
and extended the scope of contracts by repairs to mov¬ 
able property and machineries. By this amendment 
also the period of computation of the taxable limit was 
twelve months” previous to the date of liability. Pro¬ 
vision was also made for renewal of registration certifi¬ 
cates and levy of penalty for non-payment of the tax 
demanded, 

3. Rates and Exemptions .—The rate of tax was origi¬ 
nally 3 pies in the rupee, the Government having power 
to raise the rate to 6 pies under section 5 (1). But by the 
amendment of 1950, Government were empowered to 
raise the rate to one anna in the rupee. Until the 1st 
April 1949 the general rate was 3 pies. From the 1st 
April 1949 the general rate was raised to half an anna 
but certain goods like bullion and specie, jute, meat and 
fish were continued to be taxed at 3 pies in the rupee. 
From the 1st January 1951 the rate of tax on jute was 
raised to one anna and from the 1st February 1951, the 


luxury articles were made taxable at the rate of one 
anna in the rupee. The general rate was raised to 9 pies 
in the rupee from the 15th July 1951. The main objects 
in stepping up the rates, were to increase revenue and 
partly to recoup the loss incurred by the operation of 
the restrictive provisions of Article 286 of the Consti¬ 
tution. Increase in the rate of tax on the luxury goods 
was intended to make the tax progressive, as far as 
possible. 


Originally there were 40 items in the list of exemp¬ 
tions under section 6 of the Orissa Sales Tax Act, 1947 
(vide pages 67-69 of the Orissa Commercial Taxes 
Manual, Vol. II). The exemption list was reviewed and 
drastically curtailed in August 1951 on account of the 
loss of revenue occasioned by Article 286. Four more 
Articles namely khadi, cocoanuts, meat and eggs have 
been added to the list recently, bringing the total num¬ 
ber of exempted goods to 29, The latest list of exemp¬ 
tions is given at pages 70-71 of the Manual. 

4. Administrative Set Up.—With the levy of sales tax 
in Orissa a separate department named, the Commercial 
Taxes Department was created with the Collector of 
Commercial Taxes as the head of department, who Is 
also the head of department for Agricultural Income-tax. 
Government in the Finance Department functioned as 
the administrative department for these two taxes and 
two other Commercial Taxes, namely the Orissa Motor 
Spirit (Tax on Sales) Act and the Orissa Entertainments 
Tax Act for which the Board of Revenue functions as 
the head of department. The administration of all these 
commercial taxes was transferred to the control of the 
Revenue Department during 1951, The Collector of Com¬ 
mercial Taxes is assisted in the matter of appeals, gene¬ 
ral supervision and inspections by the three Assistant 
Collector of Commercial Taxes. Assessment work is done 
by the Commercial Tax Officers and the Assistant Coro 
mercial Tax Officers. In the beginning the charges of 
the Commercial Tax Officers were divided into six 
circles. With the integration of the ex-State areas the 
number of circles increased to nine and during 1951 
the number of circles was increased to twelve for ad¬ 
ministrative convenience. There are at present eleven 
Commercial Tax Officers-in-charge of circles and three 
bigger circles have each an additional Commercial Tax 
Officer One of the smaller circles is under the charge of 
an Assistant Commercial Tax Officer. All the officers 
administering the Commercial Taxes Department belong 
to the Orissa Finance Service which was created in 1950. 
The cadre consists of two branches the senior and the 
junior branch. The Commercial Tax Officers belong to 
the senior branch and the Assistant Commercial Tax 
Officers belong to the junior branch. At present there 
and 27 Assistant Commercial Tax Officer distributed 
among the different circles, who take up assessment of 
cases up to a prescribed turnover limit. The officers are 
assisted in their enquiries by Inspectors. There are at 
present 42 Inspectors, who belong to Subordinate Fin¬ 
ance Service/ 40 Inspectors have been attached to the 
different circles and two Inspectors have been attached 
to the office of the Collector. Appeals against the assess¬ 
ment orders of the Commercial Tax Officer and Assist¬ 
ant Commercial Tax Officers lie to the Assistant Collec¬ 
tors of Commercial Taxes. From the appeal orders of 
the Collectors of Commercial Taxes a revision lies to the 
the Assistant Collectors of Commercial Taxes a revision 
lies to the Collector of Commercial Taxes and from the 
revisional orders of the Collector a second revision lies 
to the Revenue Commissioner (now the Board of Reve¬ 
nue). On points of law there is provision for reference 
to the High Court. 


5. Cost of Administration , Receipts and Arrears. —The 
revenue yield is given in the table here below : — 



Gross 

receipts 

Refund 

Net 

Receipts 

1947-48 (Accounts) 

5,61,098 

Nil 

5,6i,og8 

1948-49 (Accounts) 

29,84,650 

913 

a9.83,737 

1949-50 (Accounts) 

61,82,610 

2,664 

8>.55.74 a 

1950-51 (Accounts) 

79,95,98? 

7>457 

79,88,936 

195 1 -52 (Accounts) 

1,11,68,486 

3 I i °43 

>,>1,37,825 

1952-53 (Accounts) 

. 1,12,88,454 

87,682 

>,12,00,772 

*953-54(Budget) 

» >.00,75,000 

75,000 

1,00,00,000 
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The entire cost on administration is in the first in¬ 
stance debited to the Head “4—Taxes on Income—Agri¬ 
cultural Income-tax,” 50 per cent, of which is transferred 
to the Head ‘T3—Other Taxes—Sales Tax”* The cost 
for the collection of sales tax according to this ratio is 
tabulated here b_elow ; — 



A—Super¬ 
intenden¬ 
ce 

B—Dis- 
trict*esta- 
blishment 

Total 

Percentage 
to Revenue 

1 947*48 (Accounts) 

24,850 

44 j 955 

69,805 

12-4 

1948-49 (Accounts) 

32,4 l8 

84,433 

1,16,851 

3*9 

1949-50 (Accounts) 

41,15° 

1 >29,35 * 

1,95,501 

3*2 

1950-51 (Accounts) 

54, "74 

1,39,322 

*,93,496 

2*4 

1951-52 (Accounts) 

63,9'3 

1,74,575 

2,38,488 

2 * I 

1952-53 (Accounts) 

68,343 

2,27,355 

2,95,698 

2*6 

1953-54 (Budget) , 

70,698 

2,43,281 

3,*3,979 

3*i 


The Administration is gradually gaining in experience 
and efficiency, although it has to be admitted that as¬ 
sessment is somewhat in arrears. Special steps are being 
taken to reach the stage of current assessment by the 
employment of some extra staff. There have been some 
grievances on the part of the tax payers because of the 
delay in checking of accounts but with the steps now 
being taken this difficulty will be removed. The arrears 
of sales-tax remaining uncollected for last three years 
are shown below ;— 

Rs. 

On the 1 st April 1951 .Hji7>553 

On the 1 st April 1952 ' . . . . . 23 , 84,974 

On the 1 st April 1953 . 54 , 47,474 

As would appear from these figures, the arrears are 
gradually mounting. Several factors have contributed to 
this. Recoveries through the certificate courts are not 
expeditious and the dealers take various pleas to avoid 
or delay payment of the tax demanded. Large amounts 
are also under stay. Organisational defects in the early 
stages have partly contributed to the delay in the reali¬ 
sation of the tax dues. Sudden fall in the market in 
commodities like cloth and yarn has also led to heavy 
arrears, particularly against the Co-operative Societies. 
Steps are being taken to reorganise the department and 
to improve the machinery of assessment, appeal and 
collection. 

6 . Evasions and avoidances and the measures taken to 
deal with them .—By far the most important method of 
evasion is untraceable consignments. It is the common 
practice among merchants to despatch goods by railway 
receipts booked to self. Verifications of railway records 
reveal that in many cases both the consignor and the 
endorsed consignee are fictitious persons. The persuit to 
trace them often becomes futile. The recent tendency is 
to bring the consignments as part of personal luggage. 
These goods are generally sold out of account. To check 
this evil, £o-operation of other State Governments and 
the Railway administration is necessary. In the border 
areas sales are shown to be outside the State and when 
the merchants on both sides collude it becomes difficult 
to catch them. Another favourite method is to change 
frequently the style of the firms, dead persons or minors 
being shown as owners, the real owners appearing as 
managers or servants. Sales to consumers or un-regis- 
tered dealers are sometimes shown to be sales to regis¬ 
tered dealers. Except for the first type of evasion, the 
provisions in the Act and rules are more or less adequate 
to deal with these malpractices. But it is difficult to 
check the first type of evasion and the loss of revenue 
on this account is considerable. 

In order to deal with evasions effectively, an intelli¬ 
gent circle is being created shortly, which will mainly 
remain in charge of this work. Amendments to the Act 
are also under contemplation in order to punish the 
tax-defaulters as in Madras. To.clear up the arrears 
of appeals the appointment of a fourth Assistant Col¬ 
lector of Commercial Taxes has already been sanctioned 
by the Government. There is also a move to constitute 
an Appellate Tribunal on a line of the Income-tax ad¬ 
ministration and leave the head of the department and 
senior officers free to do administrative checks and in¬ 
crease the efficiency of the department. 

1. (b) MOTOR SPIRIT SALES TAX 

Section I— Factual Background 

1 . Brief summary of the main features of the tax — 
As in most of the States, taxation on the sale of motor 
sprit in Orissa is governed by a separate Act, namely, 
the Orissa Motor Spirit (Taxation on Sales) Act, 1946 


and the rules made thereunder which came into force 
with effect from the 1st April 1947. The reason for 
making a separate legislation exclusively for the ad¬ 
ministration of motor spirit sales tax is that the system 
of storage and sale of motor spirit is quite different from 
that of the other taxed commodities which are governed 
by the General Sales Tax Act. 


The sales tax on motor spirit is a specific tax realised 
on the basis of the quantity of motor spirit sold and not 
on the individual sale-price of the commodity like medi¬ 
cine, toilet articles, etc., or by assessment and demand 
on the annual turnover as is the case of sale of articles 
like grocery, etc. 


Under section 7 ( 1 ) of the Act every person carrying 
on or intending to carry on business in motor spirit 
whether as a wholesale distributor or as a retail dealer 
is required to get his name registered as such in respect 
of such business unlike the provision in the general Sales 
Tax Act for general exemption of firms having an an¬ 
nual turnover of less than Rs. 10,000 from registration. 
Under the provisions of Chapter V of the Orissa Motor 
Spirit (Taxation of Sales) Rules the wholesale distribu¬ 
tors or the retail dealers are required to submit quar¬ 
terly or monthly returns to the Collector of the district 
concerned of the sales effected during the last quarter 
or month as the case may be. The retail dealers are also 
required to deposit the tax into the Government Trea¬ 
sury in respect of the motor , spirit sold by them in each 
month before submission of their returns. The Act and 
the rules also provide for recovery of arrears, inspection 
of accounts and punishment of offences, etc. 


2. Rate of Tax .—Under section 3 ( 1 ) of the Act the 
rate of tax was at first two annas per gallon. This has* 
however, been subsequently enhanced to six annas per 
gallon with effect from the 1st April 1949 in exercise 
of the powers vested in Government under the proviso 
to the said section. Under section 29 of the Act the 
State Government may by notification, exempt any 
motor spirit or any specified class of motor spirit from 
the provisions of the said Act. 


3. Administrative set up .—The Board of Revenue 
functions as the head of department in respect of the 
administration of this tax subject to the general control 
of Government in the Revenue Department. The Collec¬ 
tors of the districts carry out the provisions of the Act 
in their respective districts with the help of the officers 
of the Excise and Revenue Departments, subject to the 
control and supervision of the Board of Revenue. For' 
inspection and check of the accounts of the dealers one 
Sub-Inspector of Excise and one clerk have been spe¬ 
cially allotted to the Excise Department of each district. 
Assessment is made by the Collector or by an officer 
exercising the powers of the Collector under the Act 
on the basis of the returns submitted by the registered 
dealers. Appeals from the assessment orders of the Col¬ 
lectors lie to the Board of Revenue and to the Collectors 
from orders passed by officers exercising the powers of 
Collector under the Act. 


4. Cost of Administration and Receipts ,—The revenue 
yield as compared with cost of collection in respect of 
motor spirit Sales tax is given below: — 





Revenue 

Rs. 

Cost of 
collection 

Rs. 

Percentage 
of expendi¬ 
ture to 
Revenue 

1947-48 

* 


129 

8 

6*2 

1948-49 

* 


172 

12 

7'° 

1949-50 

* 


867 

21 

2*4 

i95 0 -5i 



!3>2I 

22 

i*7 

1951-52 

■ 


15,02 

25 

1 i‘7 

1952-53 



16,29 

29 

1*8 

*953-54 (Budget) . 

. 

l6,OI 

29 

1*8 


The sudden increase in revenue and expenditure undpr 
Motor Spirit Sales Tax in the year 1949-50 is due to the 
enhancement of the rate gf tax from two anas to six 
annas per gallon with effect from the 1 st April 1949 and 
the integration of the State areas budget with the Pro¬ 
vincial Budget. 

Due to increased consumption of petrol consequent 
upon increase in the number of motor vehicles, the re¬ 
ceipts from the year 1950-51 onwards show an upward 
trend. 
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5 . Evasion and avoidance and measures to improve 
efficiency .—Most of the wholesale distributors are send¬ 
ing supplies of Motor Spirit from depots outside Orissa 
for consumption in the State. By this practice the Stocks 
and the accounts of the wholesalers remaining outside 
Orissa cannot be checked by the inspecting officers of 
this State and consequently the veracity of # the facts 
stated in the periodical returns cannot be verified. 

Some of the wholesale distributors have also been re¬ 
gistered as retail dealers, who carry on retail business 
from depots outside this State and the transactions 
sometimes come under the provisions of article 286 of 
the Constitution. Such retail sales made in the borders 
of the State from the depots outside Orissa are not 
possible to be checked by the Inspecting Officers of this 
State and as such there is no alternative but to accept 
the returns submitted by the dealers in such cases. 

In the wholesale and retail storage of Motor spirit 
there are no “Tabulation charts” with the help of which 
the Inspecting officers can gauge the stock position 
from time to time. In the absence of this it is not possi¬ 
ble to exercise full control over sales. 

With a view to getting over these difficulties, the fal¬ 
lowing proposals are being considered : — 

(i) Before granting the next storage licence under 
the Indian Petroleum Act, all the wholesale and 
retail dealers, should be asked to erect a Tabu¬ 
lation chart with the help of which the quantity 
of Motor spirit in the underground store can be 
determined, 

( ii ) The wholesale dealers would be asked to open, 
as far as possible, sufficient number of whole¬ 
sale storage Depots inside the State whence the 
entire requirements of the retailers can be met 
and not from any depot situated outside the 
State. 

2 . ADVERTISEMENTS TAX 

Section I—Factual Background 
No tax on advertisements has been imposed by the Government 
of Orissa at any time. 

Section II— Replies to Question on Sales Tax (Gene¬ 
ral), Motor Spirit Sales Tax and Advertisements Tax 

Question No. 125 (I) 

The distinction between sale or purchase of goods and 
sale or purchase of services is rather artificial in that 
there is more or less an element of service in the sale 
or purchase price of most of the goods. However, in 
view of the constitutional difficulty, attempts have been 
made in the Sales Tax legislations of the different States 
to exclude the sale of services from the purview of Sales 
Tax in so far as the sale of services is clearly separable 
from the sale of goods at the time of transfer of pro¬ 
perty. For instance Section 2(h) (b) of the Orissa Sales 
Tax Act, 1947, excludes from the amount payable for 
contracts a prescribed portion representing the usual 
proportion of the cost of labour to the cost of materials 
used in carrying out any contract as defined in Section 
2 (b) of the Act in the computation of sale price. The 
proportion of the cost of labour to the cost of the mate¬ 
rials varies from contract to contract and is usually 30 
to 50 per cent, of the total sale price in case of contracts 
for works. Similarly under section 6 of the Act, gold 
ornaments when sold by manufacturers, who charge 
separately for the value of the gold and the cost of 
manufacture, have been exempted from sales tax on the 
ground that, bullion and specie having been exempted 
under that Section, there cannot be any sales tax for 
the services of the manufacturers, where such services 
are clearly separable. 

The same principle also applies to the making of gar¬ 
ments, etc. But where the sale price of services is not 
clearly separable from the sale price of goods, a part 
of the price of the services inevitably gets taxed under 
the Sales tax legislation in spite of the constitutional 
limitation, on account of the fact that no evidence can 
be adduced as to the element of the price of the services 
in the total sale price. Examples of this are sales of 
readymade garments, readymade jewellery, etc. Hotels 
and-refreshment stalls are taxed in this State according 
to the principles laid down in rule 65 of the Orissa Sales 
Tax Rules, which provide for compounding of the tax. 
The dealers in these cases are required to pay in lieu of 
the tax a sum calculated at the rate of three quarters of 
an anna in the rupee on a percentage of their gross turn¬ 
over in a progressive scale, which varies from 25 per 
cent, in cases of gross turnover not exceeding Rs, 18,000 
per annum to 60 per cent, in cases of the gross turnover 
exceeding Rs. 72,000 per annum. This makes sufficient 
provision for excluding that part of the hotel bills, 
which represents the price of services. The State Gov¬ 
ernment are of the view that the existing practice 


should continue and the sale price of services should 
not be taxed, where they are clearly separable from 
the sale price of goods with which they get mixed up 
at the time of sale. Consequently they are not in favour 
of a levy of a sale or purchase tax on charges for ser¬ 
vices proper (e.g., bills from a gold smith or a printer) 
where they are clearly distinguishable. But in cases 
like readymade garments or readymade jewellery, 
Where the charges both for services and goods cannot 
be readily separated, there cannot be any objection to 
taxing of that element of the sale price, which theoreti¬ 
cally represents the price of the service. The same re¬ 
mark also applies to the taxing of the charges for goods 
like paintings and photographs. The justification for 
maintaining such a distinction lies in the fact that there 
are other taxes on services such as professional tax, 
income tax, etc., and the extension of sale or purchase 
tax to the sale of service might, therefore, encroach 
upon the taxing fields of the centre or the local bodies 
as the case may be and the total incidence of all the 
taxes on the services may, in the ultimate analysis, be 
considerable. Theoretically it might be argued that as 
sales tax is a tax on the margin and is payable even 
when there is no profit, it is an addition to the cost of 
the dealer and thus enters into the price of the commo¬ 
dity and hence the incidence of the tax is entirely on 
the consumer. But in actual practice this is not always 
the case and the incidence of the tax is sometimes whol¬ 
ly or partially on the seller. In view of this it does not 
seem desirable to tax the sale of services as such, simply 
on the presumption that the tax burden on the services 
will ultimately be shifted to the consumers. 

As far as this State is concerned, the only likely 
source of revenue from the sale of services as such, 
which may yield an appreciable revenue, is the sale of 
services connected with works contracts, which may 
yield a revenue of Rs. 3-75 lakhs roughly. The other 
sources are unimportant and may yield roughly Rs. I * 25 
lakhs in all. The taxing of the sale of the services as 
such would, however, require amendment of entry 54 
of List II of the Seventh Schedule to the Constitution 
and may even require safeguards on the line of the 
provisions of Article 276 of the Constitution laying down 
a maximum limit for such tax. 

Question No. 125 (ii) 

The definition of ‘goods* contained in section 2 ( d) of 
the Act excludes actionable claims, stocks, shares and 
securities. Similarly the definition of ‘Sale* in section 
2 (g) does not include transaction in futures markets. 
Consequently these transactions are at present excluded 
from sales tax as far as this State is concerned. In 
Orissa there is at present no organised stock market 
and future transactions are negligible. As such the State 
is not directly interested in the proposal. However, the 
State Government are opposed to the proposal since 
these transactions are not in the nature of sale of goods. 
Stock is essentially capital and a sale of stock involves 
transfer of property in capital. Under the techniques 
evolved in stock exchanges, the transactions do not con¬ 
sist of transfer for consumption or use. A sales tax on 
stocks would, therefore, fall on the profit margin and 
would thus assume the character of an income-tax. Such 
a tax is, therefore, objectionable. Again stock exchange 
transactions have some useful part to play in building 
up capital for investment in industries and new ven¬ 
tures. Unless there is' fluidity of operations in the stock 
exchanges, one of the principal sources of investment 
of capital in new industrial ventures may dry up. A 
sales tax on the Stock Exchange transactions may" deter 
such operations and may, thereby, hamper the flow of 
capital to new ventures. The tax is, therefore, objec¬ 
tionable from this point of view also. Further, as stock 
exchanges are limited to certain big towns at present, 
the States in which these towns are accidentally situat¬ 
ed will benefit at the cost of other States, the population 
of which directly or indirectly contribute to the profits 
made on the stock exchange transactions. The same 
arguments more or less apply to imposition of a sales 
tax on the future transactions. Besides, as pointed out 
by the Indian Taxation Enquiry Committee, 1924-25, it 
is undesirable to recognize the gambling transactions in 
future and to attempt to secure a revenue from them. 
The Committee's suggestion for imposing a moderate 
stamp duty on the lines proposed by them would pro¬ 
bably be more suitable. 

The receipts from sales tax on the transactions in the 
stock and future markets would be negligible as far as 
this State is concerned, 

Question No, 126 

(i) For the purpose of taxation there appears to be 
no basic distinction between the sales of newspapers 
and the sales of other goods. If it is argued that a tax 
on the sale of newspapers would be a tax on knowledge 
or information, similar arguments can be advanced in 
respect of several taxes, which adversely affect the in¬ 
centive for development whether of the Individual or of 
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the nation. The argument that a tax should not be im¬ 
posed on the sale of newspaper because it would not 
be possible for the seller to shift the burden of sales 
tax of the consumers as fractional amounts would be 
involved in this case, is based on the assumption that 
the incidence of this tax should always be on the con¬ 
sumer. Sales tax should, however, not be confused with 
a consumption or use tax. Though in most cases the 
incidence of sales tax is shifted to the consumers, there 
are instances in which the incidence of the tax is wholly 
or partially on the seller. Hence it would not be proper 
to rule out this tax on this consideration alone. Besides 
it would be possible to compound the tax on an agreed 
proportion leaving the newspaper owners to shift a part 
of the tax burden to the consumers by suitable adjust¬ 
ment of the prices of newspapers. The main considera¬ 
tions, which should, therefore, influence the decision on 
the question of levy or otherwise of the tax should be 
the revenue to be derived from the tax and the broader 
question of policy. Though statistics about total sales 
of newspapers in this State are not available, it is no 
doubt, a fact that circulation of papers in this State is 
extremely limited. The same is probably the case with 
many other States. Therefore the revenue to be derived 
from a sales tax on newspapers will not be appreciable. 
From the point of view of the broader question of policy 
also it does not seem desirable to impose the tax at the 
present moment and thereby antagonise the press, which 
has to perform an important function in the develop¬ 
ment of our infant democracy. 

Advertisement stands on a slightly different footing 
in that the burden thereof can, to a large extent, be 
easily shifted to the advertisers. But as pointed out by 
the Indian Taxation Enquiry Committee, a tax on ad¬ 
vertisement is open to the objection that it falls upon 
a function which is an essential part of modern trade 
and one which in India is of importance, because the 
distances render advertising the cheapest method of ap¬ 
proaching the prospective customers and one which' so 
far has not been largely developed. Besides, it is some¬ 
times argued that the price of newspapers has no rela¬ 
tion to the cost of production and is partly subsidised by 
receipts from advertisements and as such, it would be 
unfair to tax advertisements. A tax on newspaper ad¬ 
vertisements is not likely to bring in any substantial re¬ 
venue as opined by the Taxation Enquiry Committee. 
If, however, a tax on newspaper advertisements is at 
all imposed, the nature of the tax should be different 
from sales tax. The tax should be based on the returns 
of revenue from advertisements submitted by news¬ 
papers at regular intervals at the rate of one anna in 
the rupee. The exemptions should consist of such ad¬ 
vertisements as “Situation wanted” so as not be a burden 
on the unemployed. The advertisements by Government 
departments should also be exempted. 

If the rate is kept at one anna in the rupee, the re¬ 
venue from the tax in this State may roughly come to 
Rs. 25,000 annually. 

(ii) Taxes on advertisements, other than those ap¬ 
pearing in newspapers, such as posters and other forms 
of displayed advertisements, may be collected by means 
of stamps affixed on them and as suggested by the Indian 
Taxation Enquiry Committee and the Local Finance 
Enquiry Committee, the receipt from this source may 
be made over to the local bodies from whose areas it is 
collected. 

Question No. 127 

The question raises basic issues and challenges the 
theoretical justification for sales tax. The days are long 
past when the Physiocrats proposed a single tax on the 
economic rent of land because it was thought that all 
taxes ultimately fell on land. The complexity of the 
economic structure in a modern democracy is such and 
the needs of a welfare State are so great that a complex 
system of public finance is unavoidable in modern con¬ 
ditions. Regarding sales in such a system the Father of 
the Nation wrote in the Harijanbandhu, dated the 28th 
August 1946 as follows : — 

“I am aware that there are people who hold that there 
should be no sales tax at all. A great deal has been said 
in favour of this view. But no Government can exist 
if it were to listen to abstract objections. In other words, 
it is wisdom in such cases, not to raise basic issues.” 

Nevertheless, a tax has to be justified by the modern 
canons of taxation. According to some critics sales tax 
does not justify the test of “equity” as it is regressive 
in character and does not take into account the principle 
of ability to pay. This may be true of a general tax but 
the systems (partly selective in view of large number 
of exemptions, different rate classifications and collec¬ 
tion of tax at higher turnover limits) adopted by the 
different States in India cannot be said to be regressive. 
In fact a competent critic like Mr. Paul H. Appleby, who 
has a conventional bias against sales tax as regressive, 
admits that, in India, sales tax has been designed to 


have a progressive effect. When the major necessities 
of the poor, i.e. t foodgrains, salt, edible oils, fuel and 
cheap cloth, etc., are exempted the poor are not very 
much affected. On the other hand higher rates of taxa¬ 
tion on luxuries only affect those, who are able to pay. 
The manoeuvrability of sales tax is extraordinary. In 
fact, it can be made regressive or progressive by fairly 
simple manipulations. Secondly sales tax can be said to 
satisfy the canon of “Convenience” as it is paid in 
driblets and exactly at the time when a person is with 
funds. Thirdly as to “Certainty”, in most cases, the tax¬ 
payer knows what amount is being paid towards the 
tax. Fourthly sales tax is “economical”, the cost of col¬ 
lection being comparatively low. Fifthly it is highly 
productive. In most countries of Europe and America 
the receipts from sales tax even exceed the receipt from 
Income-tax, the cost of collection being lower than one 
per cent, in some cases. In Britain, the cost is said to 
be 0'7 per cent, and in the United States of America, 
it is still less. Lastly, in matters of elasticity there are 
few taxes which can vie with sales tax. 

Thus sales tax, as designed by the different States, 
fairly satisfy all the canons of taxation and should be 
preferred to other commodity taxes. 

If it is argued that as sales tax ultimately falls on one 
of the three categories of goods (a) manufactured or 
produced in the State; (b) transferred from another 
State and (c) imported from abroad, it has no specific 
function to perform as the same results could very well 
be achieved by an extension or increase of excise, octroi 
or terminal tax and customs duty. The position would 
also be similar if the proposition is reversed. In other 
words, such taxation measures as excise, octroi or cus¬ 
toms duty can as well be substituted by sales tax. The 
argument can be advanced further and it may be stated 
that since all taxation on commodities is ultimately a 
tax on expenditure, all taxes on commodities, like Cus¬ 
toms, Octroi, Excise and Sales tax may be substituted 
by direct taxation of expenditure through Income-tax. 
But in the case of all direct taxes, beyond a certain 
point the disadvantages outweigh the advantages. The 
rate of Income-tax is already high and in order to recoup 
the loss of revenue on all the indirect taxes on goods, 
the rates would require to be made much steeper and 
exemption of lower income groups have to be almost 
scrapped. This would be highly inconvenient and lead 
to so much evasion that it would indeed justify t]ie 
criticism that it is “a tax on honesty”. Moreover any 
single tax, which may seem fair and equitable from a 
theoretical study, may be highly inequitable as regards 
its incidence on different persons and classes. It is only 
under a multiple tax system that such anomalies can 
be corrected and evasion reduced to the minimum. An 
extreme view is that "a good tax system should be such 
that it would bear lightly on an infinite number of points 
but heavily on none”. But this principle has to be limit¬ 
ed by practical considerations. As pointed out by Dr. 
John Mathai in his evidence before the Taxation Enquiry 
Committee, where you have a country where the bulk 
of the population is poor, you must cast your net wide 
if you want to get enough money to carry on an efficient 
system of administration which will develop the re¬ 
sources of the Country. 

As regards the specific issues raised in the question, 
in so far as the goods produced in the State are concern¬ 
ed, it would be almost impossible to reach all the com¬ 
modities through an excise duty except the goods manu¬ 
factured by the organised industries and naturally the 
revenue yield would not be adequate. In a State like 
Orissa, where the bulk of the goods marketed are not 
the goods manufactured in the State, an excise duty can 
never replace the sales tax. Similar would be the case 
with States which are primarily the producers of food¬ 
stuffs or raw materials for industries. Excise is purely 
a production tax and it lacks the elasticity of sales tax. 
It would Drobably be difficult to devise a scheme of 
exemptions, etc., in case of excise to encourage produc¬ 
tion of particular industries in particular localities. 

So far as the goods transported into tho State from 
other States are concerned, it is doubtful whether it 
would be possible to devise a satisfactory scheme of 
octroi or terminal taxes on a state-wise basis without 
offending the provisions of articles 310, 303 and 304 of 
the Constitution, as the incidence of the octroi or ter¬ 
minal taxes on transported goods may not be exactly 
the same as to be wholly non-discriminatory. Even if 
such a scheme could be devised, difficulties attendant 
on such a system, such as evasion by way of clandestine 
transports, cannot be effectively checked. Octroi is es¬ 
sentially a local tax and entry of goods to particular 
localities can only be taxed. A lot of goods distributed 
in rural areas will escape taxation if octroi is substitu¬ 
ted for sales tax. 

As regards goods imported from abroad, customs duty 
cannot supplant sales tax as the latter is not a central 
subject. Besides, reasonable customs charges should al¬ 
ways be at a low level. Experience shows that a parti- 
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cular goods, may, without much adverse effect, con¬ 
veniently bear two different taxes at two different stages 
but not a combination of two taxes at one stage. A high 
customs duty would be inequitable and its incidence 
would be different from that of Sales Tax. The method 
of collection, i.e„ whether in advance as in the case of 
customs or in arrear as in the case of sales tax, will 
also account for a lot of difference. Excise, octroi and 
customs are not taxes capable of manipulation quickly 
and effectively to meet the market conditions and price 
fluctuations. Sales tax comes closer to taking a reason¬ 
able share of the price of goods than any of the three 
taxes suggested and at the same time there is an elasti¬ 
city which can be utilised to protect production, where 
any of these taxes impinges unfairly on the commodity. 
Sales tax should, therefore, act as a buffer and at the 
same time give the State a reasonable share of the 
taxation capacity of the community. 

In all advanced countries, sales tax has come to stay 
as a major source of revenue. It is also one of the 
principal sources of tax revenue of all the States in 
India as would be evident from the fact that the total 
estimated revenue of all Part A and Part B States from 
general sales tax during the current year is Es. 54*61 
crores which forms 17*4 per cent, of their tax revenue 
and 11'7 per cent, of their total revenue. Hence there 
cannot be any question of substituting or supplanting 
this tax by some other tax pf doubtful value. 

Question No. 138 

(a) Sales tax levied by the different State Govern¬ 
ments in India cannot be said to be a pure turnover 
tax. Everywhere there is an admixture of selection in 
matters of exemption and rates. Even in multiple gene¬ 
ral tax systems obtaining in Madras, Mysore and Tra- 
vancore-Cochin, there are special first point rates on 
luxuries. In the other States the exemption lists are 
fairly large. It is, therefore, not strictly correct to say 
that sales tax in the States is a tax on aggregate turn¬ 
over as distinguished from a tax on individual transac¬ 
tions, Most dealers above a certain limit of annual turn¬ 
over, do, in their own interest, maintain elaborate ac¬ 
counts and since a major part of the trade is on credit, 
the practice of issue of credit memos or at least making 
entries in the personal Ledgers is widely prevalent. It 
is only in the case of small traders, specially the grocers, 
that details are not recorded, though even such dealers, 
excepting those, who are not liable to taxation, maintain 
the purchase vouchers and some sort of gross accounts 
of sales. Even when the exemptions are very few, there 
cannot but be varying rates for different goods under 
any reasonable scheme of taxation in consequence of 
which the dealers would be required to maintain, at 
least, separate gross accounts in respect of the different 
rate groups of commodities. It is true that there are 
some dealers, who are illiterate but their number in the 
taxable group is few. Illiteracy among the business com¬ 
munity is on the decline and this tendency should be 
encouraged. The dealers should generally be able to keep 
reasonable accounts for their own purposes and this 
should normally be sufficient for taxation purposes. Ac¬ 
cording to law the impost is on the individual sales 
prices, which makes up the turnover though the demand 
is raised on the basis of turnover and in case of doubt 
about the correctness of the turnover the dealers must 
have to satisfy the assessing authorities about the in¬ 
dividual sale prices involved. 

The numbers of dealers in this State in the various 
turnover groups are approximately as follows : — 


I, 

Between Rs. 5,000 to Rs. 10,000 , 

. 6,500 

(now exempt) 

2* 

Between Rs. 10,000 to Rs. 25,000 . 

8,500 

3* 

Between Rs. 25,000 to Rs, 50,000 . 

3,500 

4* 

Between Rs. 50,000 to Rs. 1,00,000 

1,300 

5* 

Between Rs, 1,00,000 to Rs. 2,00,000 

800 

6. 

Over Rs, 2,00,000 

400 


Total 

14,500 


At present there are roughly 15,000 dealers under re¬ 
gistration, but some of them would be excluded be¬ 
cause of the fact that their turnover falls below Rs. 
10,000. At the same time it is likely that some dealers, 
who have so far evaded registration, would be added 
to the list. 

(b) As in most other States, the Motor Spirit sales tax 
is governed by a separate Act, The reason for making 
a separate legislation exclusively for the administration 
of the Motor Spirit sales tax is tjiat the system of ad¬ 
ministration of Motor Spirit in so- far as its storage and 
sale are concerned, is quite different from that of other 
commodities governed by the General Sales Tax Act. 
61—1 T. F, Coin, (N. 


The tax is levied at a specific rate on the quantity sold 
and not on its sale price. The tax on Motor Spirit is also 
easy because the number of distributors is very much 
limited and there is no possibility of any goods coming 
to the market except through their organisation. There 
is no other commodity whose administration is so simple 
and whose distribution is limited to so few dealers. The 
extension of the system to any other commodity is not, 
therefore, feasible. The State Government were consi¬ 
dering the desirability of extending this tax to motor 
parts, spares, accessories and lubricants, but abandoned 
the idea on account of administrative difficulties. 


Question No. 129 

(1) Theoretically it may be possible to devise some 
other alternative systems but from a practical view 
point, the choice should be limited to the multi-point 
or the single-point system or various combinations of 
the same. Neither the multi-point nor the single-point 
system can be said to possess such intrinsic merit as 
to be universally applicable in all circumstances or at all 
places or in respect of every commodity. The choice 
would naturally depend on various factors such as the 
nature of the commodity, the number of stages through 
which the commodity reaches the consumer, the op¬ 
portunities for evasion, etc. In the existing circumstan¬ 
ces for a State like Orissa, the present single-point system 
is preferable for the simple reason that, on account of 
the undeveloped nature of industry and trade, the num¬ 
ber of intermediary sales in the State is few. Under a 
multi-point system, the rate of tax has to be kept low 
and as such the receipt from the tax will not be consi¬ 
derable if such a tax is imposed in the State. Moreover, # 
in an undevolped trade structure it may not be proper 

to encourage the trend towards integration which often 
results from the introduction of the multipoint system. 

Different consideration would, however, weigh with 
industrially and commercially developed States like 
Madras, Bombay and West Bengal, particularly States, 
which export large quantities of finished goods outside 
the State. Even under a multi-point system there is ne¬ 
cessity for some exemptions and imposition of a high 
rate of tax on a single point in respect of some specified 
commodities. 

As no change in the existing system is recommended, 
the question of its effect on the State revenues does not 
arise as far as this State is concerned. 

(2) As stated in the foregoing paragraph, for a State 
like Orissa a single-point system with few exemptions, 
low rates on necessaries and high rates on luxuries 
should be preferred to multi-point system or a combi¬ 
nation of the multi-point and the single-point system. 

The merits and demerits of the single-point and multi¬ 
point systems are discussed below : — 

(a) From the point of view of the consumers a single- 
point system in which taxes charged at the last point 
of sale partakes, in respect of the commodities on which 
the tax amount as such can be passed on to the con¬ 
sumer, of the nature of a direct tax as such is felt 
more because of its heavier impact. The advantage of 
a multi-point system is the illusion of a low percentage 
of the tax, but its ultimate incidence is generally higher 
because the number of hands through which the commo¬ 
dity passes before reaching the ultimate consumer. 
Hence though it is less felt, its actual burden not 
lighter. Its incidence also differ from commodity to 
commodity and from area to area and the people in the 
remote and rural areas are likely to be the worst suffer¬ 
ers unless there is sufficient provision in the Act, 
exempting the dealers of those areas from additional tax 
burden by some suitable device. A great advantage of 
the single-point last stage tax is its “certainty” as the 
tax payer knows exactly how much he pays and is thus 
made aware of his civic responsibility. Ai stated earlier, 
even in States where the multi-point system is in vogue, 
a special first point tax on luxuries, in addition to the 
general tax, has been found to b6 necessary to make 
the tax structure progressive. Such arrangement is ne¬ 
cessary as the nature of trade in luxury articles is such 
that they are mostly consumed in urban areas and pass 
through a lesser number of hands. Therefore, unless the 
rate is made higher than the general rate, the tax sys¬ 
tem would be highly regressive in character. The single¬ 
point system avoids, to a great extent, this confusion 
about the incidence on the consumers. 

(b) So far as the dealers are concerned, a single-point 
tax is somewhat more burdensome than the multi-point 
system. In case of a general multi-point tax, a dealer 
is not required to make any claims for deductions and 
is thus saved from the botheration of maintaining detail¬ 
ed accounts and evidence in their support. Under the 
single-point system, sales to registered dealers are ex¬ 
empted and lor the purpose of establishing his claims 
in this behalf a leader has to be careful that the 
purchasing dealer holds a current registration and 
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that the goods purchased are covered by this certifi¬ 
cate. Under all the existing single-point systems in 
vogue in this country the proof in support of the sales 
to registered dealers is furnished by decalarations ob¬ 
tained from the purchasing dealers to the effect that the 
purchases are on the strengh of registration certificates 
for the purpose of resale. Besides maintaining separate 
accounting for tax-free goods, the dealers under a single¬ 
point system are saddled with this additional burden. 
In so far as big dealers are concerned the additional 
burden may not be heavy as this practice may not 
necessitate any separate accounting arrangements. The 
smaller dealers, who have no occasion to sell goods to 
other registered dealers are also not required to make 
any special arrangement. It is only the dealers of 
medium size, who are required to sale goods to Register¬ 
ed dealers but have no adequate accounting arrange¬ 
ments, who are affected by this system. But by now in 
most of the States the single-point system is in vogue 
and the dealers have become accustomed to the practice 
of maintaining such accounts, Gradually they would re¬ 
gard this additional burden as a matter of routine con¬ 
nected with their business and after a few years would 
cease to take notice of the so called hardship. Since the 
justification for a tax on sale, on the ultimate analysis, 
is based on the privilege to sell given by the State, the 
dealers, who are the recipients of this privilege, should 
not grudge this additional responsibility. 

(c) So far as industry and trade generally are con¬ 
cerned, a single-point system is more advantageous than 
a multi-point one. In respect of industry, the merits of 
a single-point system are practically the same as in 
the case of consumers. Moreover there is no incentive 
towards integration and combination of business, an evil 
attendant on a multi-point system of Sales Tax, The 
industrial concerns having generally to deal with regis¬ 
tered dealers do not have to pay any tax at all. Under 
multi-point system such concerns have to pay tax and 
then try to pass on the same to others. Therefore, even 
in the case of commodities where the incidence can be 
entirely shifted, there is a time-lag during which a part 
of the running capital is locked up by payment of tax 
in advance and consequently the loss of interest increas¬ 
es the cost of production. To the trade also, under a 
multi-point system, there is a very strong tendency 
towards integration, which is not conducive to the eco¬ 
nomic welfare. A single-point tax avoids this unhealthy 
trend. In certain circumstances a multi-point tax may 
adversely affect inter-State transactions and may im¬ 
pinge, on certain types of intermediary dealers like com¬ 
mission agents, very harshly. For this reason special 
arrangements are necessary to give relief to this type 
of dealers. 

(d) In so far as the Government are concerned the 
administration of a single-point tax is a little more com¬ 
plicated and the cost of administration is probably 
slightly higher. In this State the cost of administration 
is about 3 per cent, and might go up a little more unless 
it is set off by increase in revenue' as a result of the 
proposed taxation of non-resident dealers, levy of a 
Purchase-cum-Sales tax and better check through the 
enforcement organisation, Under a multi-point system, 
evasions are probably much less particularly on inter¬ 
state transactions. Against this it may, however, be said 
that a single-point system yields more revenue in com¬ 
paratively undeveloped States than a multi-point 
system. Though a purely multi-point system is less com¬ 
plicated than a single-point system, in actual practice, 
the system is nowhere maintained in its pure form and 
in actual practice the multi-point system has become as 
complicated as the single-point system. 

(3) (i) Under a single-point system the collection is 
deferred till the last point, and therefore, the burden 
on the consumer is not greater on this account than is 
accounted for by the proceeds accruing to the Ex¬ 
chequer. Under a multi-point tax system the tax having 
been collected at all the stages prior to the stage of the 
consumer, there is a time-lag and the interest on the 
advance payment of tax is also passed on to the consu¬ 
mer, where possible. Therefore, ordinarily under the 
multi-point system there is a greater burden on the con¬ 
sumer than the proceeds accruing to the Exchequer 
would indicate. 

It is sometimes stated that the cost of maintenance, 
etc., of accounts is sometimes shifted to the consumer as 
a result of which the consumer has to pay more than 
the actual amount of the tax that goes to the Exchequer. 
This is, however, not the case where tax as such is paid 
separately as in this State and under the law the dealer 
is required to credit the entire amount collected as tax 
to the State revenues on pain of prosecution. 

(ii) In this State the forms of accounts to be main¬ 
tained by dealers have not yet been prescribed. Dealers, 
however, maintain such accounts as are necessary for 
proving the gross turnover, the different claims and the 
taxable turnover as given in the prescribed return form. 
No further simplification of the accounts is possible 


under a single-point system like the one obtaining in this 
State and the dealers should put up with the same. It 
is also necessary in the national interest that a greater 
degree of account-mindedness should be fostered among 
the business and the procedures prescribed under the 
various taxation laws are likely to achieve this. 

In some States like Madras, there is a system of levy¬ 
ing a composite fee in substitution for a turnover tax 
in respect of small dealers, who may not have the neces¬ 
sary facilities for maintaining accounts. There is also 
provision in the Orissa Sales Tax legislation for com¬ 
pounding the turnover tax for a fixed sum, but except 
in the case of hotel and refreshment establishments, this 
provision has not been put into effect in any other case. 
The better method of giving relief to small traders lies 
in raising the taxable limit to a point where it could 
reasonably be expected that the dealers would be able 
to maintain a few simple accounts of purchases and 
sales to satisfy the taxing authorities. The raising of 
the taxation limit from Rs. 5,000 to Rs. 10,000 in the 
State has removed the difficulty of the small dealers in 
this matter, In this method there is, of course, the dan¬ 
ger that some local produce would altogether escape 
taxation but that cannot be helped. Similar relief can 
also be given by administrative instructions to the asses¬ 
sing authorities for a desirable degree of moderation in 
assessing the small dealers. This is preferably to the 
levy of fees or enhancing the taxable limit still higher 
for a State like Orissa. 

(iii) In Orissa there has been no noticeable-change in 
the organization of trade or the location of the Head 
Office as a result of sales tax. Only in the case of a 
few dealers of betel leaf in the areas bordering on the 
West Bengal, where the commodity is tax-free, a ten¬ 
dency for dealers to move to West Bengal is noticed. 
As the imposition of a sales tax on bullions led to some 
diversion of trade, the State Government have exempt¬ 
ed this commodity from taxation. As regards.the size 
of the business units, the variety of goods dealt in or the 
number of intermediaries, no noticeable change has 
been reported and there is no possibility of such 
changes because the tax is single-point tax. 

Until November 1951 raw materials purchased by re¬ 
gistered manufacturers were tax-free. But after the 
provisions of Article 286 of the Constitution came into 
force, the State Government had to withdraw this con¬ 
cession, which has, it is argued, affected the competitive 
powers of the local manufacturers vis-a-vis the manufac¬ 
turers sending similar goods to this State from States 
where such a concession still, exists. The decision was 
taken by the State Government to recoup a portion of 
the loss caused by the respective provisions of 
Article 286. which prohibited them from levying any 
tax on goods used in inter-State trade or sent out for 
consumption outside the State. Some other States fol¬ 
lowing the single-point system have either withdrawn 
the concession or have switched on to the multi-point 
system under which there is no such exemption and 
the goods get taxed at several stages though at lower 
rates. Hence the withdrawal of the concession has not 
virtually placed the local merchants in a more disad¬ 
vantageous position than their compeers in other States. 
Besides, the extra burden, if any, on the manufacturers 
is, to some extent, neutralised by the exemption from 
local taxation of the finished goods sent outside under 
one or the other provision of Article 286. 

(iv) As stated earlier, from a financial point of view 
in an industrially and commercially underdeveloped 
State like Orissa a single-point system is more advan¬ 
tageous than a multi-point system as there are no oppor¬ 
tunities in such a State to get more revenue at a lower 
rate of taxation at several stages. Though adminis¬ 
tratively a single-point taxation is more difficult to work 
than a purely multi-point taxation in actual practice in 
no State the multi-point system is worked in its pure 
form and as such there is not much to choose between 
the single-point system and the complicated multi-point 
systems now in vogue in different States. The opportu¬ 
nities for evasion is practically the same in both the 
systems, the most, favourite method being sale or pur¬ 
chase of goods out of account. But under a multi-point 
system the chances of total loss of revenue by such eva¬ 
sion are very remote as the goods can get taxed at some 
stage or other. After the provisions of Article 286 
came into force, the opportunities for total loss of re¬ 
venue by evasions under the plea of inter-State trade 
have considerably increased under a single-point sys¬ 
tem and some unscrupulous dealers even evade the tax 
by mere manipulation of accounts though the goods do 
not leave the State at all. This is one of the main rea¬ 
sons why Bombay has recently switched on to the multi¬ 
point system. Under the multi-point system, however, 
there is an additional favourite method of evasion m 
that sales to dealers are sometimes shown as sales to 
consumers and real dealers sometimes appear as com¬ 
mission agents thereby escaping the burden of the tax* 
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Question No. 130 

Broadly speaking a tax should be imposed on a com¬ 
modity according to its capacity to bear it, Its capacity 
to bear the tax naturally depends upon the capacity of 
the consumer and also to some extent on the policy of 
the Government in the matter of trade, levy of excise or 
custom duty, etc. No hard-and-fast rule can, therefore, 
be laid down in this matter. The system should, how¬ 
ever, be sufficiently elastic to meet the situation as and 
when it arises say by a lowering of the power of con¬ 
sumption or by an increase in the cost of production. As 
stated earlier, in all single-point systems and even in 
some modified multi-point systems now in vogue in this 
country different rates of taxation have been adopted for 
different groups of commodities in order to make the tax- 
structure elastic and with a view to making it as pro¬ 
gressive as possible. Even in advanced countries a gene¬ 
ral rate is supplemented by special rates of levies. In 
the existing Indian conditions particularly, a general 
rate would lead to disproportionately lower incidence 
on the higher income groups. Thus, different rate groups 
are necessary to make the system elastic and progres¬ 
sive. In most of the single-point systems obtaining in 
India the ordinary rate varies from six pies to nine pies 
in the rupee, the average coming to about 4 per cent. 
This rate is not high in view of the fact that in the 
United Kingdom the rate varies from 30 per cent, to 
120 per cent. 

(i) In order to make the tax-structure progressive, 
rates for luxury goods should be higher than the general 
rate. At present the rate of sales tax on luxury goods 
in this State and also in most other States is 12 pies per 
rupee. In Bombay and Madras the special first point 
levy is in addition to the ordinary multi-point tax, z.e,, in 
Bombay it probably works out to something more than 
15 pies in the rupee or about 8 per cent. All the articles 
at present subject to the rate of 12 pies in this State, 
should be subject to the special rate, (Please see the list 
at pages 99-100 of the Orissa Commercial Taxes Manual 
—VII, II—Part I—Third Edition.) 

There is no adequate statistics with regard to the 
revenue yield from the goods subject to the special levy 
in the State. Out of these items, mill-made fine and 
superfine cloth are the most important and the revenue- 
yield from them is estimated at about Ks. 18 lakhs. It 
is not possible estimate the present revenue yield from 
the other items subject to the special levy. 

As staid earlier, motor spirit is taxed under a sepa¬ 
rate legislation at the rate of six annas per gallon and 
yields a revenue of Rs. 16 lakhs roughly. This separate 
taxation should continue. 

(ii) Certain goods which are generally consumed ty 
the lower income groups of the society and which ac¬ 
count for a considerable portion of their family budgets 
are taxed at lower rates in this and some other States 
with a view to keeping their cost of living as low as 
possible but at the same time making them contribute 
their mite to the State Exchequer. The list of such 
goods is given in the Manual as pointed out above. 

(iii) Certain commodities have to be exempted from 
the levy of sales tax for a variety of reasons. The main 
principle which has been generally taken into account 
while exempting goods from sales tax, is that goods 
which essentially from the bulk of the consumption of 
the poor, have to be exempted from the sales tax altoge¬ 
ther. But as pointed out in Memorandum I, most of the 
goods declared as essential under the Essential Goods 
(Declaration and Regulation of Tax on Sale or Purchase) 
Act, 1952, do not fulfil this criterion. In addition to this 
test certain goods have been exempted from taxation on 
some other consideration. For instance handloom cloth 
and Khadi have been exempted to protect these cottage 
industries. Some goods required for the health of chil- 
ren and interim invalids, e.p., fresh milk, etc., have also 
been exempted. Similarly some local produce, like green 
vegetables, etc., have been exempted since they are not 
strictly amenable to the levy of tax because sales are 
mostly made by petty traders and a tax on the big 
traders in those commodities would lead to an unfair 
burden on the latter. Some articles have been exempted 
purely on account of local sentiment, e.g. t Mahaprasad 
sold in the Jagnath Temple at Puri, The list of exemp¬ 
tions should, however, be as few as possible. An up-to- 
date list of exemptions in this State has been given at 
pages 70-71 of the Orissa Commercial Taxes Manual 
Vol. I, Part II—Third Edition. 

Question No. 131 

The question of uniformity has been discussed several 
times at the Finance Ministers’ Conferences or otherwise, 
but no decision acceptable to all concerned has been 
found out so far. This is due to the fact that from the 
very nature of the tax, namely a taxation to utilise the 
taxable capacity of the commodity at the stage of sale 
to the consumer, there cannot be uniformity either in 


the list of articles to be taxed or in the rates of taxation 
Any attempt at uniformity may affect different States 
differently and may seriously affect the powers of the 
States to get the maximum out of this tax. Centraliza¬ 
tion of the tax would make it inelastic and is likely to 
impinge unfavourably on trade and industry in different 
States. The States are responsible for the individuals 
and have to bear the brunt of various problems like 
labour trouble, unemployment, etc. The States can, 
therefore, be trusted to adjust the tax in the best in¬ 
terests of the individuals and in the interest of trade 
and industries in their respective areas. The tax has, 
therefore, to remain a decentralised tax. 

Question No. 132 

The theory of exempting goods essential to the life 
of the community probably proceeds on the assumption 
that the States are not interested in the life of the com¬ 
munity. If a commodity has no taxable capacity, a 
State in a democratic set up cannot certainly tax that 
commodity. For instance Madras and Bihar have found 
it necessary to tax rice while the other States have 
found it desirable in the interests of the consumers of 
their respective States not to tax rice. It is, therefore, 
highly desirable that the States should be left entirely 
free to tax or not to tax commodities taking into ac¬ 
count the circumstances prevailing in the different 
States. The uniformity, if any, in the list of essential 
goods has been attained not on account of the provisions 
of article 286(3) but on account of the fact that the 
problems relating to these commodities are more or less 
the same in all the States and the exemptions were 
already there before the constitution came into force. 
In view of this there is absolutely no necessity for a pro¬ 
vision like Article 286(3) of the Constitution and the 
question of giving retrospective effect to the provisions 
of the Essential Goods (Declaration and Regulation of 
Tax on Sale or Purchase) Act, 1952, enacted in pursu¬ 
ance of that provision, therefore, does not arise. 

As stated earlier, the list itself is very defective 
and is based on a wrong conception of essentiality. The 
concept of essentiality vary from place to place, time 
to time and even between classes of people. This point 
was very forcefully argued by Shri Rajagopalachari, 
Chief Minister of Madras, in his arguments in the 
Finance Ministers' Conference held in October, 1952. He 
stated emphatically that India is a country composed of 
diverse elements and what is essential in one part of 
the country is certainly not essential in another. Warm 
clothing is essential to a man of Punjab but is certainly 
superflous to a man of Madras. This clearly shows the 
danger of having one uniform list for a vast country 
like India. 

The following is a list of goods declared in the Cen¬ 
tral Act to be essential, which are not exempted from 
the levy of sales tax in this State. The anticipated loss 
of revenue which is likely to result if the exemptions 
are extended to these articles is noted against each 
item at the existing rate of taxation— 

Rs. 

1. Fresh and dried fruits, sugarcane, cocoanuts, 50,000 
vegetable flower seeds, bulbs and plants, 

2. Milk products.25,000 

3. Fish • ••*..♦. 1,00,000 

4. Oil seeds, groundnut oil and hydrogenated oil . 2,50,000 

5. Coarse and medium mill made cloth . . . 18,00,000 

6. Raw cotton, cotton thread, cotton yarn, cotton 4,00,000 
seeds. 

[This excludes a sales tax revenue of Rs. 11,36,500 
on raw jute which is lost owing to Article 
286 (1) and (2) of the Constitution]. 

7. Hides and skins.1,25,000 

8. Fertilisers, manures, agricultural machinery in> 30,000 
plements and parts thereof. 

9* Cattle feed • 20,000 

10. Coal • •••..., 50,000 

11. Superior kerosene ...... 2,50,000 

12. Iron and steel ....... 1,50,000 

13. Books, exercise books, slates, pencils and periodicals 30,000 

The total loss of the State revenue would, therefore, 
came to roughly Rs. 32,80,000 or 32 per cent, of the 
present sales tax revenue of the State. 

Question No. 133, 

(a) Prior to the introduction of the Constitution, this 
State was taxing all the inter-State sales and exports 
under the relevant provision of the Sales Tax Act, which 
prescribed that if goods were in the State at the time of 
contract for sale, the sale would be deemed to have 
been completed in the State. As the State principally 
exports agricultural and forest produce, minerals and 
other raw materials for industries situated outside, the 
loss of revenue to the State on account of the restric¬ 
tive provisions of article 286 has been estimated at Rs. 
72 lakhs at the present rates of taxation. 



In other Federal Constitutions, where sales tax is on 
the State list, such detailed provisions on the lines of 
article 286 are not to be found, A similar effect is 
sought to be brought about in those Constitutions by the 
inter-State clause more or less similar to Article 301 of 
our Constitution. As stated in Memorandum 1, this 
article was introduced in the Constitution against almost 
the unanimous opinion of all the States and as a result 
created a lot of confusion. However, the present inter¬ 
pretation of this article by the Supreme Court is reason¬ 
ably clear and it is desirable to leave it as it is* Taxa¬ 
tion statutes must be clear. Having had the experience 
of the uncertainties created by this article before its 
interpretation by the Supreme Court, it is not desirable 
to further tamper with this matter lightly. If the broad 
principles with which we approach the problem are 
clearly understood, namely that a reasonable part of the 
sale price should be absorbed by the State, the present 
structure seems to be quite satisfactory and does not 
need any change. 

(b) The question of substituting a purchase tax or a 
purchase-cum-sales tax in place of the existing sales 
tax bristles with many difficulties and cannot be of 
universal application in all the States. The State Gov¬ 
ernment are, however, considering the feasibility of im¬ 
posing a purchase tax on certain commodities mainly 
on administrative grounds. 

Question No. 134 

Under the structure following from the interpretation 
of Article 286 of the Constitution by the Supreme Court 
and the rates of taxation prevalent in different States, 
it does not appear that there are sufficiently wide diver¬ 
gencies in sales tax legislation in different States so as 
to interfere with inter-State transactions to any appre¬ 
ciable extent. 

3. STATE EXCISES 

Section I— Factual Background 

1, Brief summary of the main features of the tax — 

On the 1st April 1936, the date on which Orissa became 
a separate administrative entity, the Excise Acts of 
Bihar and Orissa, Madras and Central Provinces were 
in force in the areas, which were taken over from the 
respective Provinces. 

Regulation No. I of 1936 repealed the Central Pro¬ 
vinces Excise Act (II of 1915), which was in force in the 
then Nowapara, sub-division of Sambalpur district with 
effect from the 1st April 1936. Regulation VI of 1937 
repealed the Madras Abkari Act (I of 1886), which was 
in force in ex-Madras areas of the districts of Ganjam 

Country 


Districts 


and Koraput and extended the Bihar and Orissa Ex¬ 
cise Act (II of 1915) to these areas with effect from the 
1st February 1937. Consequently the Bihar and Orissa 
Excise Act is the only. Act now in force in the entire 
State of Orissa, The repeal of the Acts did not affect 
the statutory rules and notifications issued under them, 
but in order to unify the law in all parts of the State, 
new statutory rules have been issued in supersession of 
the previous rules, notifications have been revised and 
executive instructions have been unified as far as pos¬ 
sible. The Orissa Excise Manual, 1937 is based on the 
Bihar and Orissa Excise Manual of 1919. Matters which 
were obsolete or not applicable to any part of this State 
have been removed and certain provisions have been 
incorporated from the manuals of Madras and other 
Provinces and the manual has been brought up to date. 

Duty on all excisable articles except opium is levied 
and collected under the Bihar and Orissa Excise Act 
(II of 1915) and the rules made thereunder. Originally 
the Act applied to the six districts of Cuttack, Puri, Bala- 
sore, Sambalpur, Koraput and Ganjam, but it has subse¬ 
quently been extended to the seven new districts, uiz., 
Mayurbhanj, Dhenkanal, Keonjhar, Sundergarh, Bolan- 
gir-Patna, Kalahandi and Phulbani, which were created 
after integration of the ex-State areas. 

Prohibition of liquor including country spirit and Tari 
was first taken up on the 1st April 1947. It is now in 
force in the three coastal districts of Cuttack, Puri and 
Balasore and will gradually be extended to other parts 
of the State. The scheme s of reduction of the consump¬ 
tion of opium at the rate 'of 10 per cent, annually was 
introduced from the year 1949-50, 

Tax on opium is levied under the Opium Act (Act 
I of 1878) as amended and the rules made thereunder. 
Restriction on export, import, transport, possession and 
sale of opium has been imposed under section 5 of the 
said Act throughout the State. This scheme of restric¬ 
tion allows supply of opium to the registered addicts 
only on production of the registration cards. 

The Opium Act (Act I of 1878), which came into force 
from the 1st April 1936, was amended by the Opium 
(Orissa Amendment) Act of 1939 (Orissa Act II of 1939). 
If has been extended to the ex-State areas under the 
State Government notification No. 3534—XXX-1-152 Ex,, 
dated the 4th November 1952. 

2. Rates and Exemptions .—Duty on all excisable arti¬ 
cles except opium is levied under section 27 of the Bihar 
and Orissa Excise Act (Act II of 1915) as amended. 
The existing rates are as follows: — 

Spirit 


Rate of duty 
per L. P, 

Local area Strength gallon 

a 3 4 


Rs, As, P, 


1. Cuttack, Balasore and Puri (Old districts). 

The whole of the old districts except the prohibition and out- 

50 U.P. 

20 

0 

0 

still areas. 

70 U.P. 

20 

0 

0 

2. Old Sambalpur district, (a) Higher duty 

Police-stations of Sohela, Bargarh, Atabira, Jharsuguda, 

40 U.P, 

9 

6 

0 

area. 

Brajarajnagar and Sambalpur Sadr, 

60 U.P. 

9 

6 

0 

( b ) Lower duty area ... 

The whole of the old district except the police-stations shown 

40 U.P. 

7 

8 

0 

under (a) above. 

60 U.P. 

7 

8 

0 

3. Kalahandi ..... 

(a) Nawapara police-station higher duty area 

40 U.P. 

9 

6 

0 


60 U.P, 

9 

6 

0 


( b ) The rest of the Nawapara sub-division (lower duty area) . 

40 U.P. 

7 

8 

0 


60 U.P. 

7 

8 

0 

4. Ganjam ..... 

(a) The whole of the district except the Parlakiinedi Taluk 

40 U.P. 

20 

0 

0 


60 U.P. 

20 

0 

0 


(b) Parlakimcdi Taluk ....... 

40 U.P. 

20 

0 

0 


60 U.P. 

10 

0 

0 

5. Koraput ...... 

The whole of the district except the out-still area . 

40 U.P. 

10 

0 

0 


60 U.P, 

10 

0 

0 

6, Balasore (Nilgiri). 

The whole of the ^v-State of Nilgiri ..... 

40 U.P. 

5 

8 

0 


60 U.P. 

5 

8 

0 

7. Cuttack (Narsingpur group of ^x-Statea) . 

• 

Athgarh and Tigiria ....... 

50 U.P. 

15 

0 

0 


70 U.P. 

*5 

0 

0 

8, Puri (Nayagarh group of ^-States) . 

Nayagarh, Khandpara, Ranpur, Daspalla ex-States 

40 U.P. 

7 

8 

0 


60 U.P. 

7 

8 

0 

9. Sundergarh. 

The distillery areas of the district ..... 

40 U.P. 

5 

0 

0 


60 U.P, 

5 

0 

0 



75 U.P. 

5 

0 

0 
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I 

2 

3 

4 




Rs. As. P. 

10. Sambalpur (Bamra) 

Kuchinda sub-division of Bamra ex -State . 

40 U.P. 

5 0 ° 


60 U.P. 

5 0 ° 



7 2 ‘5 

500 

M, Mayurbhanj .... 

. , {a) Sadr and Kaptipada sub-divisions 

50 U.P. 

3 4 0 
per bulk gn. 



70 U.P. 

1 10 0 



per bulk gn. 


( b) Bamanghati and Panchpir sub-divisions 

50 U.P. 

320 



per bulk gn, 



70 U.P. 

1 8 0 



per bulk gn. 


Duty per seer 
of 80 tolas 

Rs. A. P. 

Opium ....... For the whole State ......... 555 o o 

Ganja ....... For the whole State . . . . . , . . . 140 o o 

Bhang ....... For the whole State ......... 60 o o 


Under section 94 of the Bihar and Orissa Excise Act from the 1951-52 is due to extension of the scheme of 

the State Government have the power to exempt prohibition and reduction in the sale of opium, 

throughout the State, save where otherwise stated, ex¬ 
cisable articles other than opium from the provisions of 5 . Evasion and avoidance, —The manufacturers of 

the Act. Such exemptions are made from time to time contraband excise articles and smugglers try to evade 

by issue of notifications as and when occasions arise. payment of duty by sale of the articles clandestinely. 

Preventive measures have, however, been taken by the 


3. Administrative set up .—^Government in the Reve¬ 
nue (Excise) Department are in the administrative 
charge of the Excise Department, while the third Mem¬ 
ber, Board of Revenue performs the functions of the 
Head of Department. He is assisted by one Deputy 
Commissioner of Excise, the District Collectors, 13 
Superintendents of Excise (one in-charge of each dis¬ 
trict) and a number of Inspectors, Sub-Inspectors, Assis¬ 
tant Sub-Inspectors and peons. The District Collector is 
responsible for excise administration and collection of 
excise revenue within the district. Appeals lie to him 
from orders of officers subordinate to him and discharg¬ 
ing functions under the Bihar and Orissa Excise Act 
or under any rule or orders issued thereunder. A 
second appeal lies to the Board of Revenue against the 
order of the Collector, which is final, 

4. Cost of Administration and Receipts ,—The follow¬ 
ing will show the total revenue yield as compared with 
expenditure; — 


establishment of a special staff to check such crimes. 
Propaganda work is also being carried on against such 
vices. Deterrent punishments are also being awarded 
by magistrates to prevent recurrence of such crimes. 

In order to eradicate the evils completely further 
strengthening of the existing intelligence staff is neces¬ 
sary, which will substantially add to the cost of admi¬ 
nistration. 

Section II— Replies to the Questions bearing on the 

Tax 

Question No, 135 (a) (i) 

Excise duties constitute a major portion of the State 
revenue in Orissa, where unlike the other industrially 
and economically developed States, the prospect of in¬ 
creasing revenues from the modern sources of taxation 
is extremely limited. As already explained in Memoran¬ 
dum I, receipt from State Excise was the third highest 


1946- 47 (Accounts) 

1947- 48 (Accounts) 

1948- 49 (Accounts) 

1 949- 50 (Accounts) 

1950- 51 (Accounts) 


Receipts Expenditure 
Trs. Trs. 

1,10,83 I4>53 

i> 35>35 15.78 

1 , 3 6 A 7 16,30 

1 , 81,89 18,78 

2,13,16 i9>94 


source of revenue of Government during the pre-war 
period contributing 19*2 per cent to the State revenue in 
1956-37 and 17*9 per cent in 1938-39. It became the high¬ 
est source of revenue towards the end of the war period 
and contributed 24 ■ 5 per cent of the State revenue in 
1945-46. It was also the highest source of revenue dur¬ 
ing the post-war period constituting 20 ■ 7 per cent of the 
total revenue in 1950-51 and 17 per cent in 1951-52, Only 
after the increase of the States share from Income-tax 
proceeds with effect from 1952-53, on the recommenda¬ 
tion of the Finance Commission, the receipt from State 


1951-52 (Accounts) 

2,00,40 

16,32 

i 952-53 (March final) 

. . . 1,80,62 

21,29 

1953-54 (Budget) . 

1,58,04 

I9 ? 3I 


Excise has yielded place to Income-tax receipt and has 
become the second highest source of revenue constitut¬ 
ing 14-6 per cent of the state revenue in 1952-53 and 
.11 ’6 per cent in 1953-54. 


The table will show that there was progressive in¬ 
crease in receipt till 1950-51 after which the receipt is 
falling. Prohibition of liquor was introduced in certain 
parts of the State with effect from the 1 st April 1947 
and the scheme of reduction in the sale of opium at the 
rate of 10 per cent annually was introduced with effect 
from the year 1949-50. The increase in receipts was 
partly due to increase in the rates of excise duty and 
retail prices of Country spirits, Ganja Bhang and Opium 
and the rates of duty on'foreign liquor and gallonage fee 
with effect from the year 1947-48 and partly due to the 
integration of the ex-State areas with effect from the 1 st. 
January 1948 and that of Mayurbhanj with effect from 
the 1st January 1949. The fall in revenue with effect 


State excise being a purely State Subject, the various 
States are free to levy the rates of the excise duties ac¬ 
cording to the local conditions and requirements. The 
rates of duties naturally vary from State to State. Thus 
the retail price of opium is Rs. 430 in Bihar, Rs. 690 in 
West Bengal, Rs. 305 in Madhya Pradesh and Rs. 555 in 
Orissa, Ganja sells at the rate of Rs. 175 per seer in 
Bihar, Rs. 325 in West Bengal, Rs. 246 in Madhya Pra¬ 
desh whereas in Orissa the retail price is Rs. 140 per 
seer. Bhang sells at the rate of Rs. 80 in West Bengal, 
Rs. 77 in Madhya Pradesh, Rs. 9 in Bihar whereas the 
rate fixed in Orissa is Rs. 60 per seer. In the case of 
India-made liquor there is also a varianee in levy of 
duty as will be seen from the following table: — 


Bengal Bihar Madhya Pradesh Orissa 


Rs. A, P. Rs. A. P. Rs. A. P. Rs, A. P. 

Spirits (Whisky, Brandy, etc.) 70 o o 56 4 o 56 4 o 40 o o 

Per proof gallon 

Medicinal preparations (Restricted category) . . . 1780 500 1780 40 00 

Medicinal preparations (Unrestricted) ...... 500 500 500 500 

Toilet preparations. 1780 1780 1780 1780 
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Prohibition being one of the directive principle of 
State policy and because of its varying effects on the 
revenues of the different States, which are by no means 
uniform, the State Governments should be given a free 
hand in dealing with their excise revenues and in pursu¬ 
ing the policy of prohibition in gradual stages. 

Only medicinal and toilet preparations now come 
under Central control and may have a uniform rate of 
duty even though they encroach upon the field of Pro¬ 
vincial excisable articles and consequently affect the 
prohibition policies of the State Governments as well. 
However, subject to small variations, uniformity may be 
attempted in this field. 

Prior to the enactment of the Constitution, the States 
were free to levy and appropriate duty on medicinal and 
toilet preparations. These two have since been transfer¬ 
red to the Union List empowering the Centre to legis¬ 
late on rates of duty and on movement of these prepara¬ 
tions. The Central policy to bring about uniformity in 
rates of duty is likely to diminish the State excise reve¬ 
nue to the extent of Rs. 10,000 to Rs. 88,000 a year in as 
much as the existing rate of Rs. 40 is contemplated to 
be reduced to Rs. 17-8-0 on L. P. Gallon of medicinal pre¬ 
parations that can be used as drink. 


Question No, 135 (a) (ii) 

Policies involving relinquishment of Revenue — Import¬ 
ed wines. —In the case of spirits and wines imported 
through the customs barrier, the State Government have 
no share of duty realised. The general principle, ‘Duty 
follows consumption 7 does not come to any help in these 
cases and the States have to forego the duty which 
otherwise would have added to the State re¬ 
venue although the consumption of such imported 
foreign liquor is restricted to urban areas and to people 
of means. In case of such imported spirits the State 
Government may be authorised to raise duty and to fix 
the retail price thereon. Otherwise the only way left 
to State Governments to get a reasonable share from it, 
is to increase gallonage fees for imported liquor. 


State Prohibition Policy. —After the attainment of in¬ 
dependence the Government of Orissa have taken a bold 
step in pursuing the policy of prohibition in the State. 
Though this policy is in accordance with the general 
policy of the Central Government and the directive 
principles laid down in the constitution, the difficulties 
with Orissa are that excise revenue forms a very big 
slice of the total revenue of the State and there is no 
alternative source of revenue to take its place immediate¬ 
ly in view of the undeveloped nature of the resources of 
the state. Though this is a great handicap, the State Gov¬ 
ernment have weighed the financial difficulty that they 
have to face by the extension of the prohibition policy 
against the good to the moral and physical welfare of 
the community at a large as a result of prohibition and 
have accepted the present ordeal for future welfare 
As stated earlier, the excise revenue in 1949-50 was 
roughly Rs, 182 lakhs, in 1950-51 Rs. 213 lakhs in 1951- 
52 Rs. 200 lakhs and in 1952-53 Rs. 181 lakhs and the 
revenue in 1953-54 is estimated at Rs. 158 lakhs roughly. 
This is the result of the policy of gradual prohibition 
which is being pursued by the State Government. 
The intoxicants which are mostly consumed in this 
State are opium and country spirit. The prohibi¬ 
tion drive has been directed against these two articles 
fully and against foreign liquor partially and satisfac¬ 
tory results have been obtained so far. Prohibition has 
been enforced in the three coastal districts of Cuttack, 
Puri and Balasore and will gradually extend to other 
parts of the State. Loss of revenue on account of pro¬ 
hibition of foreign liquor is about Rs, 6 lakhs and that on 
account of rationing of opium is about Rs. 12 lakhs 
annually. A sum of Rs. 8,900 have been provided in the 
current year’s budget for educative propaganda work 
among the masses. Besides the State Government have 
to maintain a staff to enforce prohibition. The approxi¬ 
mate cost on account of this staff is Rs. 10,350. 


Question No. 135 (b) 

The rate of duty on alcoholic liquors, excepting liquors 
required for military personnel, who enjoy concessional 
rate of duty, is Rs. 40 per L. P. Gallon, In case of ale, 
beer, porter, cider and other fermented liquor, the rate 
is Re. 0-12-0 per imperial gallon. Duty on spirituous 
medicinal preparation that cannot be used as drink is 
at the rate of Rs. 5 per gallon whereas the same on 
those that can be used as drink is Rs. 40. The rate on 
spirit contained in toilet preparations is Rs. 17-8-0, We 
have made no difference with the Centre with regard 
to duty on purely medicinal preparations, which has 
been fixed at Rs. 5. Our difference with the Centre is 
on the rate of duty on medicinal preparations that can 
be used as drink. 


The Central Government have been trying to bring 
about uniformity in this matter and are introducing a 
Bill in the Parliament to that effect. The State Gov¬ 
ernment’s comments on the same have been communi¬ 
cated to Union Government in their letter No. 2276-Ex- 
-XVI-63/53, dated the 11th July 1953, a copy of 
which is enclosed for reference, which furnishes the 
reply to Question No. 135(b). 

If co-ordination is attempted, the Central Acts and 
Rules should be so framed that while bringing about 
uniformity they should not cause any serious loss of re¬ 
venue to the State Government. 

Copy of letter No. 2276-Ex.-XVL63/53, dated 11th 
July 1953 from the Additional Secretary to Government 
of Orissa, Revenue Department, Cuttack to the Under- 
Secratary to Government of India, Ministry of Finance 
(Revenue Division), New Delhi. 


Subject —Central Excise Duty on medicinal and toilet 
preparations containing alcohol etc.—Introduction of a 
Bill in the Parliament , 

I am desired to refer to your letter No. 38 (42)E.O./ 
52, dated the 12th June 1953 and to say as follows— 

The State Government consider that the scope of the 
Bill may conflict with the Prohibition policy of Govern¬ 
ment. The State Government enforce the Prohibition 
Policy by necessary action under the Excise Act. Accor¬ 
ding to the proposed Bill it would be quite legitimate for 
any one t& possess, consume or sell the preparation co¬ 
vered by the Bill irrespective of the Excise Act, The 
State Government in notification No. 1445, dated the 25th 
April 1953 in extending prohibition in parts of the State 
have directed that medicated wines and similar prepara¬ 
tion containing alcohol etc., can be used in the prohibition 
area only to the extent prescribed by a qualified medi¬ 
cal practitioner or a recognised Kaviraj for medicinal 
purposes. The State Government feel that it is desir¬ 
able that the proposed Bill should also contemplate such 
provisions in the prohibition areas. As the proposed Bill 
enacts for the medicinal and toilet preparations, it would 
not be possible to enforce the Excise Act with regard 
to same preparations and on enacting the Bill it is 
possible that there would be free movements of such 
preparations in the prohibition areas. As this may con¬ 
tain a considerable amount of potable acohol their move¬ 
ment in the probihit ion area would defeat the very pur¬ 
pose of prohibition, The State Government feel that 
there would be considerable abuse. In order to co-ope¬ 
rate with the State Government’s policy of prohibition, 
there should be a provision that for any such areas where 
the State Government probihit alcohol, there should be 
similar prohibition for movement of medicinal prepara¬ 
tions containing alcohol except to the extent prescribed 
by a qualified medical practitioner or by a recognised 
Kaviraj. 

With regard to fixation of duty the State Government 
feel that the rates fixed by means of a schedule as part 
of the Bill will be too rigid. There may be occasions 
when it may be necessary either to increase or decrease 
and it will be cumbersome to go through the full proce¬ 
dure of Act. It is, therefore desirable that section 3 of 
the Act be so amended as to provide that the Union Gov¬ 
ernment may, by notification, fix such rates of duty and 
shall by the same procedure alter the rates. The fixing 
of duties and altering of such duties may be done by the 
Union Government after consulting the State Govern¬ 
ments, 

While commenting on the duty suggested in Schedule 
III, the following two items differ from the existing 
practice in Orissa. In the case of medicinal and toilet 
preparations containing alcohol which are capable of 
being consumed as alcoholic beverage, the rates of duty 
has been fixed at Rs, 17-8-0 whereas the similar rates 
of duty prevailing at present is Rs. 40. The State Gov¬ 
ernment consider that there are no sufficient grounds 
for reducing the rate of duty, particularly, as these are 
capable of being consumed as alcoholic beverage. This 
has already been mentioned to the Government of India 
in this Government’s letter No. 2093-Ex,, dated the 19th 
March 1953. It is felt desirable that as the duties have 
been collected by State Government the duty should 
be more near what was being collected before. If, how¬ 
ever, any concessions are to be given, these may be 
finalised by the State Government on hearing the case 
of the manufacturing interests on the merits and the 
Union Government may fix such rates of duty. 


Section I—Factual Background 

1. Brief summary of the main features of the tax.— 
The Agricultural Income-tax Acft, 1947 received the 
assent of the Governor on the 9th July 1947 and was 
published for general information on the 10th July 1947. 
The taxing provisions came into effect from the 1st 
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April 1948 i. e., the assessment year 1948-49. The 
Orissa Argieultural Income-tax Rules. 1948 were 
brought into force from the 1st April 1948. 

Under the Act agricultural income has been defined 
practically on the same lines as in section 2 of the Indian 
Income-tax Act, 1922. The tax is levied on the total 
agricultural income of the previous year of every per¬ 
son excluding the agricultural incorfie of the Central 
Government, State Government or any local autho¬ 
rity. Total agricultural income means the aggregate 
of the amounts of the agricultural income derived from 
land situated in Orissa and determined in the speci¬ 
fied manner i.e„ after allowing for the deductions pro¬ 
vided under the Act The deductions are of two types. 

Firstly from the rent or income derived from land, 
the following deductions are allowed :— 

(a) Any sum actually paid on account of land re¬ 
venue. local rate or cess etc. 

(b) Rent actually paid to superior landlords. 

(c) 20 per cent on account of collection charges 
(subsequently raised by an additional 15 per 
cent on strict proof). 

(d) Chawkidari tax actually paid. 

(e) Expenses towards maintenance of irrigation or 
protective work. 

(/) Expenses towards repairs of capital assets. 

(g) Interests actually paid on borrowings for the 
benefit of the land. 

(h) Depreciation on capital assets according to the 
prescribed rates etc. 

Secondly from the aggregate of income from agricul¬ 
ture or from the sale of produce of land the following 
deductions are allowed: — 

(a) Rent, cess etc. actually paid. 

(b) Expenses of cultivation, transportation etc. 

(c) Local taxes on cultivation or sale of crops. 

(d) Expenses on irrigation or productive works. 

(e) Expenses on capital assets, interests actually 
paid, depreciation charges etc. 

In case of public trusts of a charitable or religious 
nature, sums actually spent for the purpose of trusts 
are excluded. Rebate of tax is given on Life Insurance 
Premium up to the maximum of l/ 6 th of the total in¬ 
come. Rebate is also given for expenses of a charitable 
nature. 

Originally the rate of tax was graduated on a slid¬ 
ing scale starting with 6 pies a rupee and terminating 
with 3 annas a rupee. By the Orissa Agricultural 
Second Amendment Act the rates have been made very 
much steeper on incomes above Rs. 15,000. The maxi¬ 
mum rate now leviable is 12 annas 6 pies in the rupee 
for incomes above Rs. 1,15,000. In the case of Hindu 
undivided family consisting of brothers a concessional 
rate is allowed. (Please see the schedule appended to 
the Act), A person is not liable to pay the tax unless 
the total agricultural income after deductions exceeds 
Rs. 5,000. No tax is assessed on the first Rs. 3,000 of 
the agricultural income. 

2 . Administrative set up. —This is the same as for 
the administration of the Sales Tax Act. The Collector 
of Agricultural Income-tax (who is also the Collector 
of Sales Tax), is the Head of the Department assisted 
by three Assistant Collectors of Agricultural Income- 
tax (who are also Assistant Collectors of Sales Tax), 
for the purpose of general supervision, appeals and ins¬ 
pections. Assessments are done by the Agricultural 
Income-tax Officers and the Assistant Agricultural In¬ 
come-tax Officers (who are also Sales Tax Officers and 
Assistant Sales tax Officers respectively). At present 
there are 14 Agricultural Income-tax Officers and '27 
Assistant Agricultural Income-tax Officers. 

3. Appeals and Revisions .—The provisions relating 
to appeals and revisions are slightly different from 
those relating to sales tax. Appeals in the first ins¬ 
tance lie to the Assistant Collector of Agricultural In¬ 
come-tax and thereafter revision is permissible to the 
Collector of Agricultural Income-tax. No second revi¬ 
sion is provided for. Questions of law, however, can be 
referred to the High Court by the Revenue Commis¬ 
sioner (now the Board of Revenue). 

4. Revenue yield and collection. —The administration 
of the Act is under the Commercial Tax Department 
which also administers the Orissa Sales Tax Act. 
The total expenditure of the department is in the first 
instance debited to the Head “IV-Taxes on Income— 


Agricultural Income-tax”. 50 per cent of which is trans¬ 
ferred to the Head “XIII Other Taxes—Sales Tax”. 
Thus at the rate of 50 per cent of the total expenses 
the cost of collection of agricultural income-tax is as 
given in the table below. 


1948-49 (Accounts) 

A—Su- B - Dis- 

perinten- trict Estab- 
dcnc.e lishment 

Rs. Rs. 

32,418 84,432 

Total 

Rs. 

1,16,850 

Percentage 
of expen¬ 
diture to 
Revenue 

69*6 

1949-50 (Accounts) 

4',149 I ) 2 9 , 35 I 

** 95 > 5 01 

36* 1 

1950-5 1 (Accounts) 

54,174 i, 39,322 

1,93,496 

* 9*5 

1 951-52 (Accounts) 

‘ 63,913 1 , 74,574 

2,38,487 

18*5 

1 952-53 (Accounts) 

68,342 2,27,355 

2,95,697 

44*9 

1 953-54 (Budget 

estimates) 

70,698 2,44,781 

3,15,479 

21 

The total revenue yield from the 
ment up-to-date is as follows-— 

very commence- 


Gross Receipt Refund Net Receipt 


Rs. 

Rs. 

Rs. 

1948-49 (Accounts) 

1,68,705 

828 

1,67,877 

1 949-50 (Accounts) 

5 , 53,172 

11,863 

5 , 4 ', 3°9 

1950^5! (Accounts) 

10,12,171 

19,001 

9 , 93 , " 7 ° 

I 95 1 '52 (Accounts) 

13 , 16,393 

25,128 

12,91,265 

* 952-53 (Accounts) 

6,89,362 

3 i, 4 01 

6,57,96i 

I 953’54 (Budget 

15,51,000 

50,000 

15,01,000 


estimates). 


5. It will appear from the above figures that the re¬ 
venue yield has never been satisfactory. The cost of 
collection of the tax is also disproportionately heavy. 
The sudden fall of revenue during 1952-53 was due to 
the abolition of the Zamindaries, as the Zamindars, 
whose estates were taken over, delayed payment on 
some plea or other. The higher estimate of revenue 
for the current year is in expectation of larger collec¬ 
tions of arrears. The arrears of demand remaining un- 


paid are shown below: — 



On the 1 at April 1951 

. . 

Rs. 

5>35>96i 

On the 1 st April 1952 

* 

11 , 29,297 

On the 1 st April 1953 

* 

19*61,095 

6 . Evasion and Avoidance .—There being 

land records with Government, evasions are 
The records are, however, not up-to-date 
causes difficulty in assessing the tax due. 

detailed 
not large, 
and this 


Section II.— Replies to the questions bearing on the 

tax 

Question No, 139 

In this State, the Agricultural Income-tax is a minor 
source of revenue. The bulk of the revenue from the 
Agricultural Income-tax comes from the few big land¬ 
lords in the upper income limits. It might be mention¬ 
ed that about 30 per cent of the total revenue is paid by 
one assessee alone. It is quite true that with the progress 
of land reforms, the revenue yield will go down subs¬ 
tantially. Already under the Estates Abolition Act, 
the permanently settled estates have been taken over 
by the State Government from October, 1952 and gra¬ 
dually the temporarily settled estates are also being 
taken over. It has been estimated that after all the 
estates are taken over the total revenue will come 
down to about Rs. 4,00,000 under the existing system 
of taxation and at the existing rates. It would have 
gone down even below this figure but for the fact that 
even after the abolition of Zamindaries, the Zamindars 
have been allowed to retain their Khas lands. But if 
the large holdings are abolished as contemplated, there 
will be further reduction of revenue. With a holding 
of about 33 acres the gross income, except where the 
entire area is under money crops, will come to about 
Rs. 2,500 to Rs. 3,000 and thus under the existing sys¬ 
tem the revenue yield will be practically nil. In such 
circumstances the exemption limit might have to be 
reduced and the rates might have to be stepped up 
particularly in the lower income groups. Even then 
the tax may not be a paying proposition for the State 
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Government. There is a proposal to transfer this 
source of revenue to the local bodies in the shape of a 
tax on the agriculturists as they may be in a better 
position to levy the tax on lower income groups. 

Question No, 140 

As stated above, income from agriculture has ceased 
to be important and is bound to lose its significance in 
the near future with the progress of agrarian reforms. 
Hence except in the case of Plantation companies a 
part of whose profits is assessed as agricultural income- 
tax, there is no necessity to have any correlation bet¬ 
ween agricultural income and non-agricultural income. 
In case of the Plantation companies the practice of the 
Central Income-tax Department computing the whole 
income and assessing the Central Tax on certain per¬ 
centage of the computed income leaving the rest to be 
taxed by the State -authorities under the Agricultural 
Income-tax Act may continue. With the abolition of 
the Zamindaries and big agricultural estates, the ques¬ 
tion of the assessees escaping the higher pitches of the 
income-tax under two separate systems of assessment 
is no longer very important. With the further restric¬ 
tions on the ceilings of individual holdings and confer¬ 
ring tenancy rights on the actual tillers of the land the 
question of escapement from income-tax altogether at 
the marginal level will also become more or less aca¬ 
demic. If the proposal to transfer both agricultural in¬ 
come-tax and land revenue to the local institutions 
materialises, it could be possible in course of time to 
correlate agricultural income-tax with land revenue. 

Question No. 141 

It has been the experience that except in the case of 
the big Zamindars, the accounts maintained by others 
are not adequate. Small assessees do not maintain 
any accounts at all. In these cases obviously the 
tax has to be levied on estimates according to the 
best judgment of the assessing authority. Enquiries 
have to be conducted as to the extent of land held by 
the individual; the type of land and its fertility; the 
type of crops raised and their value, the average ex¬ 
penses of cultivation, harvesting and preparation for the 
market, etc., the losses of income owing to calamity, if 
any and the depreciation on implements etc. There is 
not much difficulty in arriving at dependable estimates, 
except that the enquiries involve much time and labour. 
There are the land records, the crop report, etc., to 
guide the estimates and it con well be said that it is far 
easier to estimate the agricultural income more accurate¬ 
ly than to estimate the non-agricultural income. If the 
tax is transferred to the local bodies as contemplated 
more accurate assessment may be expected with loeai 
knowledge provided that assessment is made fairly and 
impartially. 

Question No. 142 

Except in the lower income slabs, the rates of the tax 
and the Orissa Agricultural Income-tax Act more or less 
correspond to the Central rates including super tax. 
The rates were suitable in the conditions they were pres¬ 
cribed. In the changed circumstances changes are 
necessary, but tHe exact rates, the exemption limits, and 
the graduation to be provided will depend upon the ulti¬ 
mate shape of the land reforms and the authority that 
would administer the tax. As these may change from 
State to State taking into account the local conditions, 
uniformity on all-India level may not be practicable ex¬ 
cept in case of plantation companies, to whom the Cen¬ 
tral rates should apply. 

5, LAND REVENUE AND LAND CESSES 

Section I— Factual Background 

Please see Memorandum III containing a general note 
on Land Revenue. 

Section II.— Replies to the questions bearing on the 

tax 

Question No. 143 

Periodical settlement of land revenue is to be prefer¬ 
red. The alternative to periodical settlement is either 
settlement on a permanent basis or a fluctuating system 
of land revenue, the land revenue rising or falling ac¬ 
cording to the income derived from the land by the 
tenants every year. For obvious reasons settlement on 
permanent basis is not desirable. Land value is rising 
due to several factors and the income from the land is 
also increasing. It is but fair that Government should 
have a share of this increase to enable them to carry 
out development projects in the area. On the other 
hand land value may deteriorate for no fault of the 
tenant or the income from land may fall. It is but 
just that the rent on land should be reduced in such 
circumstances. This requires revision of land revenue 
periodically. 


Similarly a fluctuating system of land revenue is also 
not desirable. If the land revenue is correlated with 
the income derived from land and made to change 
every year there will be no incentive on the part of the 
tenant to improve his land. Further it would require 
a large staff to be constantly on the look-out and assess 
revenue based on the income derived from land annu¬ 
ally. This will be very expensive. Further an element 
of uncertainty will creep into the finances of the State 
and this may upset the budgetary position. 

So far as this State is concerned, periodica! settle¬ 
ment is the rule, both in the Zamindari areas and in the 
Khasmahal and ryotwari areas. Abolition of Zamin¬ 
daries and their conversion into ryotwari need not in 
any way affect the present system of periodical settle¬ 
ment. 

Question No. 144 

No substantial modification appears to be necessary 
in the practice and principles of periodical settlement, 
which are being followed in this State. If any modifi¬ 
cation is necessary it should be in the direction of cur¬ 
tailing the cost of settlement operations. This can be 
achieved if the records are maintained as up-to-date as 
practicable. There is a machinery in the ryotwari and 
Khasmahal areas to attend to Millan Khasra work with 
a view to keeping the records as up-to-date as possible. 
This is not so in the Zamindari areas. With the aboli¬ 
tion of Zamindari, the system of maintenance of records 
in the ryotwari and Khasmahal areas will be extended 
to the Zamindari areas and this will result in minimis¬ 
ing the cost of settlement operations, 

(i) Period of guarantee. —Under the existing laws and 
rules the currency of settlement ranges from 20 to 30 
years. This appears to be a reasonable period. Too 
short a period of guarantee will kill incentive on the 
part of the tenants to improve their lands. Similarly 
too long a period will operate as a hardship either to 
Government or to the tenants, since due to rise or fall 
in prices and other factors the rent or assessment of 
revenue will become grossly disproportionate to the in¬ 
come derived from the land. 

(ii) Scope of guarantee. — A fixed assessment should 
be guaranteed for a specific piece of land. In fixing the 
assessment account should be taken of the area, nature 
of crop, yield, prices, etc. 

(Hi) Basis of assessment .—The basis of assessment 
should be the quality of the soil, its classification, irri¬ 
gation facilities, situation of the land, marketing facili¬ 
ties, etc. 

( iv ) Incentive to production .—Periodical settlement 
with the guarantee of a fixed assessment during the 
currency of settlement will certainly provide the incen¬ 
tive for larger agricultural production, shifts, in produc¬ 
tion, i.e., from cash crops to food crops or vice versa 
and capital improvements to land. 

( v) Payment in kind. —Payment in kind may be an 
exception but not the rule. The tenant generally pre¬ 
fers to pay in cash. Government may gain at times by 
collecting in kind, but collection expenses will be very 
large. Payment in kind is, however, desirable in the 
case of religious or charitable. institutions. Our policy 
has been to fix cash rents during settlement operations. 

(ui) Uniformity between States .—The principles enun¬ 
ciated above are of common application and can be fol¬ 
lowed in all the States with probably slight modifica¬ 
tions to suit local conditions. 


Question No. 145 

In resettlement, survey should be done only to the ex¬ 
tent necessary instead of resurvey of the entire area. 
Wholesale re-classification of lands should not be 
attempted unless justified by circumstances. This would 
be .feasible if the records including maps are maintain¬ 
ed as up-to-date as possible. This would also reduce the 
cost of resettlement operations. 

Question No. 146 

Where resettlement is over-due but cannot yet be 
undertaken for administrative or other reasons the old 
rates of rent can be brought in conformity with the 
changed conditions by levying a surcharge on the old 
rates. This surcharge can be graduated with reference 
to such factors as crops grown, change in the size of 
holding additional irrigation facilities, new marketing 
facilities, etc. The disparity, already present as a result 
of settlements of different areas having been undertaken 
a different times, can be reduced if pro-rata surcharge is 
levied according to the conditions prevailing at the time 
of different settlements. If the existing disparity is itself 
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of a significant degree, a sort of uniformity can be 
achieved by either fixing a mean between, the higher 
and lower rates or by increasing or decreasing the 
rates of rent, by gradual stages covering a period of 3 
to 5 years. But as already explained in Memorandum 
III, the problem of levy of a surcharge bristles with 
several difficulties and the better solution lies in evolv¬ 
ing a quicker, easier and less costly method of survey 
and settlement and making reassessments on the basis 
of that settlement. 


Question No. 147 

The procedure suggested in reply to Question No. 146 
can be followed to remove the disparity between the 
pre-existing and newly-merged areas in part A States 
or between the different units which have gone to form 
Part B States. 

Question No. 148 

It will be difficult to alter the rents obtaining in the 
Zamindari areas prior to their vesting in Government 
without regular settlement operations. The rents in ryot- 
wari areas and erstwhile Zamindaries can be brought 
on a par by either levying a surcharge or reducing the 
rents. But this may lead to confusion and discontent 
ment. Rents cannot be settled on a rational basis with¬ 
out settlement operations. 

(i) The State has to pay compensation to the out¬ 
going Intermediaries on the basis of the pre-abolition 
rent. It is probably the case that the occupants in cer¬ 
tain States like Uttar Pradesh have to pay compensa¬ 
tion for getting Bhumidhari or other similar rights on 
the basis of pre-abolition rent. It is, therefore, desirable 
that this rent should be continued till altered by regular 
settlement operations. 

(ii) Paucity of sufficiently detailed land records or 
economic data is another ground for continuing the pre¬ 
abolition rent .pending settlement operations. 

(iii) So far as this State is concerned as many as 
three major settlements are now going on and the re¬ 
quired staff to settle unsettled Zamindari areas can be 
found from among them. Luckily for us most of the 
Zamindari areas have already been surveyed and set¬ 
tled and the question of settling fair and equitable rents 
in Zamindari areas will not, therefore, be an acute pro¬ 
blem as far as this State is concerned. 


Question No. 149 

As stated in Memorandum III, Co-operative Farming 
has not yet proved a success as far as this State is con¬ 
cerned, though this method has been proposed with a 
view to increasing the efficiency of agricultural opera¬ 
tions and production. If efficiency and production are 
increased to a marked degree, it may be necessary to 
modify the principles of assessment of land revenue. 
The Orissa Land Revenue and Land Tenure Committee 
have suggested that ultimately land revenue should be 
assessed as a Desbhag comprising of one-sixth of the 
produce and it should be divested in favour of the 
Anchal Sasan. The main problems of the land revenue 
administration at present are the cost and efficiency of 
collection. The cost of collection is mounting and may 
increase further with the extension of direct manage¬ 
ment by Government as in Madras. There is also a 
growing tendency among the tenants to avoid payment 
of land revenue. If Co-operative Farming becomes as 
successful as it is intended to be, it may be possible to 
introduce Desbhag as recommended by the Land Reve¬ 
nue and Land Tenure Committee to reduce the cost of 
collection and to increase the efficiency of collection. 

Question No. 150 

The general principle with regard to alienation of land 
revenue has ben discussed in paragraph 9 of the Memo¬ 
randum III. 


( i ) Alienation with regard to Devasthana Inam and 
other Debottar properties should continue as before or 
else it will amount to interference with religious affairs 
of the people. Most of the religious institutions are chari¬ 
table institutions and they are intended to give moral 
and spiritual guidance to the people. If they are fall¬ 
ing from the high ideal, they may be reorganised or re¬ 
modelled, but the concession and privileges which they 
enjoy should not be withdrawn. It is likely to wound 
the religious susceptibilities and sentiments of the 
people. 

(iz) Concession of land revenue as contemplated in 
the question should give to educational and charit¬ 
able institutions but the cases of Co-operative Societies 
should be judged on their individual merits. 

62—1 T. E, Com, (N. D.)/55 


(iii) Suspension and Remission .—The question has 
been discussed in paragraph 10 of Memorandum III. 

Question No. 151 

Lands used for non-agricultural purpose under any 
of the three categories mentioned in the question should 
be assessed having regard to the manner in which the 
land is used. As for example a piece of land utilised for 
colonisation of Adibasis may go free of all assessment 
but a land where a factory is installed should be asses¬ 
sed to the maximum depending upon the earning capa¬ 
city of the factory. 

Question No. 152 

This question has been referred to incidentally in 
paragraphs 39 and 40 of Memorandum I and discussed 
in detail in paragraph 13 of Memorandum III. 

Question No. 153 

The State Government contemplate to divest land re¬ 
venue in favour of the Anchal Sasans. 

As stated in Memorandum III, the Anchal Sasan Bill 
has already been circulated for public opinion. If land 
revenue is ultimately transferred to the Anchal Sasans, 
as proposed in the Bill, the Anchal Sasans will be res¬ 
ponsible for taking up specified development activities 
in their respective areas. Theoretically there is no ob¬ 
jection to such delegation on fiscal or administrative 
grounds, but the success or otherwise of the experi¬ 
ment can only be judged by actual experience. It is 
proposed to concentrate more powers in the hands of the 
Anchal Adhikaris in the matter of collection of the An¬ 
chal taxes with a view to avoiding the drawbacks of the 
existing local bodies in this matter. 

Question No. 154 

(i) As already explained in Memorandum II, land 
cess is levied on the annual value of land according to 
Bengal Cess Act in certain districts. In certain old 
districts and in the merged states, cess is levied on the 
basis of land revenue. It is proposed to unify the rates 
and the basis of assessment under one Act. Though 
theoretically annual value of land should be the basis 
for levy of land cess as explained in case of land reve¬ 
nue, annual assessment is not practicable. Hence the 
assessment should be made periodically. If this basis 
is accepted, land revenue, which is an estimate of pro¬ 
duction from land periodically, should be the basis for 
levy of cess. 


( i ) As already explained • in Memorandum II, land 
the rates of land cess since every individual irrespective 
of his income enjoys equal benefits out of the land cess. 
Besides, the modern tendency is to limit the size of 
holdings and as such difference in the income from land 
will gradually disappear. 


(in) (a) The Anchal Sasan Bill contemplates to place 
all cesses within the purview of the Anchal Sasans ex¬ 
cept mining cess. Since Anchal Sasan will take over 
the responsibility of maintenance of roads, management 
of schools, dispensaries, etc., the entire cess amount 
should naturally go to the Anchal Sasan. 


(iii) (b) At present one consolidated cess is levied for 
all local purposes except the education cess in Gan jam. 
It is not necessary to ear-mark cesses for a specific pur¬ 
pose, since in that case the local bodies will not have 
the option to attend to the various problems as and 
when they arise. There is, however, no objection to 
have separate cesses like education cess, or sanitation 
cess for specified social services, which require special 
% attention. Under the Anchal Sasan Scheme all the es¬ 
sential services for the rural population such as commu¬ 
nications, irrigation* health, sanitation, education and 
animal husbandry will be looked after by the Anchal 
Sasans. Hence the entire cess revenue will be spent for 
the benefit of the rural tax-payer. 


( iv ) As already explained in Memorandum II, cess 
was being levied in the ex-State areas integrated with 
Orissa for various purposes by the different. Darbar ad¬ 
ministrations. Though under the Orissa Administration 
of States Order, 1948, uniformity was attempted by levy¬ 
ing a consolidated cess at the rate of annas two in the 
rupee, the areas having a total cess incidence of less 
than 2 annas in the rupee, were allowed to levy for the 
time being cesses at the Old Darbar rates to prevent 
hardship to them by a sudden increase in the rate of 
cess. Attempts, are however, being made to unify the 
rates of cess in all the areas of the State under one uni¬ 
form Cess Act. 
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6. IRRIGATION RATES, BETTERMENT LEVY AND 
IRRIGATION CESS 

Section I— Factual Background 

1. Brief summary of the main features of the tax .— 
There are at present only two canal systems in Orissa. 
The Orissa canal serve the Cuttack and Balasore dis¬ 
tricts in the north. The Rushilkulya canal system ser¬ 
ves the Ganjam district in the south. 

Water rates are levied on lands irrigated by the 
Orissa canals under section 99 of the Bengal Irrigation 
Act, 1876 (Act III of 1876). This is not, however, com¬ 
pulsory. Leases are granted to people for use of water 
from the canals by blocks of land on taking agree¬ 
ments from them for each block. Such leases are grant¬ 
ed when 80 per cent of the people of any one block sign 
an agreement to pay the water rate. Once the agree¬ 
ment is signed with 80 per cent of the people of a 
block, all persons in it are liable to pay the water rate. 

Water cess is levied on lands irrigated by the Rushi- 
kulya canals, under the Madras Irrigation Cess Act, 
1865 (Act VII of 1865). Unlike water rate, the water 
cess is compulsory. In the Ganjam district, it is levied 
on all lands commanded by an irrigation sources. Water 
is first suplied to the Ayacut thus registered and only 
if extra water is available it is supplied for further ir¬ 
rigation on extra payment. 

Both the Orissa canals and Rushikulya canals are 
losing concerns taking into account the interest charges 
on the Capital Outlay but the receipts from the latter 
system cover the working expenses thereon. During the 
years 1951-52, 1952-53 and 1953-54 the working expenses 
on the Orissa canals are also less than the receipts. This 
is due to the enhancement of the water rates in 1949 
and the rates of navigation tollage in 1951. 

2. Amendments .—There have been no amendments to 
the Acts mentioned above. No amendments are also 
under the consideration of the Government. The water 
rates which were in force since 1931, were reduced in 
1939 on account of economic depression. The rates 
have again been increased since 1949, 

3. Rates of levy .—Water rates are different for differ¬ 
ent kinds of crops and they are charged on average 
basis. The water rates now levied on lands irrigated 
by the Orissa canals are given in Appendix I. 

4. Administrative set up —(a) Water Rates,—Govern¬ 
ment in the Works Department are the administrative 
department in respect of the water rates and the Chief 
Engineer, Works is the head of department. Water rates 
are collected by the Canal Revenue Officer, who is a 
Deputy Collector, with the assistance qf his staff of 
zilladars and tahsildars. Assessment is made by zilla- 
dars on receipt of application for lease received through 
the Sub-divisional Officer, Public Works Department and 
appeal against assessment lies to the Collector whose de¬ 
cision is final. 

(b) Water cess.—Revenue Department are the admi¬ 
nistrative department and the Board of Revenue exer¬ 
cise the functions of the Head of Department in this 
respect. Cess is realised by the Revenue Officers along 
respect. Cess is realised by the Revenue Officers along 
made by the Revenue Officers. 

5. Cost of Administration .—In North Orissa, the Divi¬ 
sional Officers (Executive Engineers) and Sub-divisional 
Officers (Public Works Department) who grant water 
leases, are also responsible for maintenance of roads, 
buildings and irrigation works under their jurisdiction 
and the Canal Revenue Officer, who is entrusted with 
the collection of water rate, also functions as the Land 
Acquisition Officer for Public Works Department in res¬ 
pect of canal lands. For this reason, it is not possible 
to show the cost of administration in respect of water 
rates separately. In South Orissa the Revenue staff also 
collect cess along with other duties. The cost of the 
collection staff, which also does other work, the revenue 
from water rates from Orissa canals and cess from the 
Rushikulya canals and the proportion between the two 
are given below for two consecutive years, which will 
give* a roi^gh idea about the cost of collection. 



Year 

Cost of Revenue 
collection 

1 

Per cent 
of collec¬ 
tion char¬ 
ged to total 
revenue 



(Rupees 

in lakhs) 


Orissa Canals— 
Water rates 

1950 - 51 

1951- 52 

1.78 

1-96 

6*84 

6*98 

26% 

28% 

Rusikulya canals— 
Water cess 

1949 - 50 

1 950 - 5 1 

O' 14 

O' 13 

2’79 

2*45 

5% 

5 


A statement shewing the total capital outlay, the area 
irrigated, the receipts and expenditure on these two 
systems of canals is given in Appendix II. 

6 . Receipts .—The receipts from the water rates and 
water cess for the years from 1936-37 to 1953-54 under 
the two systems are shown below: — 

(Ruees in lakhs) 


Year 


Orissa canals 
water 
rates 

Rushikulya 

canal 

water 

cess 

1936-37 • 


5-68 

2’ 21 

1937-36 • 


5'47 

1 * 59 

1 938-39 • 


4- 10 

1*77 

1939-40 • 


4*53 

1*86 

1940-41, 


4*27 

1*89 

1941-42 . 


4*25 

1 *98 

1942-43 . 


4 * 3 1 

1 ‘94 

1943-44 - 


6*64 

1*93 

1944.45 ■ 


5*17 

1 *25 

1945-46 . 


4*87 

1 *66 

1946-47 . 


5’°4 

1*85 

1947-48 . 


4*87 

1 '54 

1948-49 . 


5*00 

2*49 

1949-50 ■ 


6’49 

2 ■ 78 

1950-51 


6* 84 

2 ‘ 45 

1951-52 ■ ■ 


6’ 99 

3-29 

1952-53 (Revised) 


7 *o8 

2 ’ 94 

1 953-54 (Budget) 


705 

2‘94 


Section II— Replies to Questions 
Question No. 155 

As mentioned in Memorandum (I), the State Govern¬ 
ment are considering the question of imposition. of (i) 
a betterment levy in combination with (ii) an irrigation 
rate in respect of the new major irrigation works now 
under construction, The principal source of better¬ 
ment levy and irrigation rate would be the irrigation 
facilities to be provided by the Hirakud Project. The 
Committee set up to examine the question, has just sub¬ 
mitted its report, which is under the consideration of 
Government. A (in) compulsory irrigation cess or ( iv) 
any other tax or taxes would not be desirable in view 
of the proposal to impose a betterment levy in addition 
to irrigation rates. 

Question No. 156 

There are serious difficulties in the way of assessment 
of increase in land values purely due to irrigation. Land 
values are usually determined by a variety of causes, 
viz., demand for land, prices of agricultural produce, 
location, fertility, etc., and evaluation of the increase in 
price of land due to irrigation factor alone may not be 
amenable to exact computation. So far as this State is 
concerned, there were restrictions up till recently in some 
areas on transfer of lands and their values. Therefore, 
the period prior to irrigation cannot be easily determined 
for comparison. Some of the lands again require large- 
scale improvements in the form of levelling, ridging 
etc., in order to make them fit to receive irrigation sup¬ 
plies. The contemplated changes in tenancy laws, spe¬ 
cially in the sphere of limiting the size of individual 
holdings, have already produced a scare among the 
big land owners and there is a rush to dispose of lands 
at less than reasonale prices, The prices of the land 
in the immediate future may, therefore, record a fall 
instead of any rise even with irrigation facilities. 

On these grounds it is recommended that flat rates of 
betterment levy based on the increased yield from irri¬ 
gated lands will be more appropriate than any share of 
increased land values which will be very difficult to com¬ 
pute with any measure of accuracy. The flat rates 
should be different for lands with different soil charac¬ 
teristics, nature of irrigation supplies, etc. 

The levy should not be spread over too long a period 
and it is considered that ten yearly instalments would 
be sufficient. The first instalment of ten per cent may, 
however, be spread over 2 years and the total levy thus 
realised in 11 years in full. 

The machinery for collection should be the Revenue 
Department working in close liaison with canal officers. 

The recovery should be started one year after the 
irrigation facilities are fully provided. The date from 
which the facilities will be considered to have been pro¬ 
vided for each canal will be determined by the Divisional 
Canal Officer, who will satisfy himself that full arrange¬ 
ments for irrigating the areas have been made. 

No betterment levy should be imposed oq lands 
already benefitted by an existing irrigation work unless 
substantial improvements are effected to change the 
nature and quantity of-supplies from say non-perennial 
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to perennial source. The proceeds from the levy should 
be adjusted towards repayment of the loan, incurred by 
the State for executing the project. The surplus, if any, 
may go to an irrigation reserve fund which may be 
created to undertake new projects. 

Question No, 157 

( i) An irrigation rate should have relation to quan¬ 
tities of water use, to the value of the produce and 
the profits of cultivation. When all the conditions are 
favourable, it may contain an element of additional levy. 
In any case, the rate should not discourage cultivation 
or make the cultivation unremunerative. 

In respect of water rates prevailing for the existing 
irrigation works in this State, there is practically no 
element of any additional levy, but as explained in 
Memorandum I, the canals in the coastal areas are now 
doubtful sources of irrigation and as the rates were 
revised in 1949, there is hardly any case for further 
enhancement of the rates for the present. In any case, 
the rates cannot be enhanced at one stretch to a high 
level as cultivators have been long used to lower rates 
and any abrupt rise in the rates, will give rise to serious 
discontent among them. 

No new irrigation work has yet be 4 en completed in this 
State, but the committee appointed by the Govern¬ 
ment for Hirakud had submitted its recommendations 
suggesting a compulsory water rate of Rs. 8 per acre 
for paddy crop which is universally drawn in the entire 
commanded area. Unless this is done, many people may 
refuse to utilise water and the financial prospects of 
the new projects may be greatly imperilled. Rates for 
second crops have also been recommended varying from 
Rs, 5 to Rs. 8 per acre. A rate of Rs, 16 per acre, for 
sugarcane has been recommended for areas where 
sugarcane will be grown instead of paddy. 

(ii) The point has been covered in the answer to (i) 
above. 

(iii) Water rates should be revised from time to time. 
In areas, where agriculture is in an undeveloped state, 
the rates cannot be pitched very high all at once. Suffi¬ 
cient time should be allowed for the potential wealth to 
be produced and tapped. For this reason, a revision of 
the rates first fixed should be taken up after ten years. 

The rates should also bear relation to prices of agri¬ 
cultural produce and should not be rigidly fixed in per¬ 
petuity. Rates should, therefore, be reviewed, once in 
every 5 years with relation to prices of important agri¬ 
cultural produce and ttered accordingly subject to re¬ 
duction or the increa^‘>, as the case may be, being limit¬ 
ed to 25 per cent. 

( iv ) Concessional or incentive rates for crops like cot¬ 
ton, wheat etc., which are rarely grown in Orissa at 
present, may be desirable. People unused to a certain 
crop, the production of which is yet necessary to make 
agriculture remunerative, should get the benefit of con¬ 
cessional rates at least for 10 years. 

Schedules of rates of wa 


Question No, 15& 

No irrigation cess is recommended for the State and 
hence, the question does not arise. 


Question No. 159 

In respect of most of the minor irrigation projects, con¬ 
siderable assistance is given by the villagers either in 
cash or in shape of labour. Hence there is no case for 
imposing any betterment levy in respect of these Pro¬ 
jects. In fixing water rates also, the element of contri¬ 
bution by the villagers cannot be ignored. It has already 
been explained in Memorandum I that the question of 
transferring the minor irrigation works to the Grama 
Panchayats and the Anchal Sasans for maintenance 
with the right to collect an irrigation charge is under 
examination in, this State. 

Question No. 160 

In areas served by minor irrigation schemes, such a 
policy may be desirable. But since the people are con¬ 
tributing substantially to the cost of minor irrigation 
works, an early upward revision of the land revenue 
assessment in the areas will also not be desirable. In 
due course, however, the Land Revenue Settlement may 
take into account the increased net profits from the 
lands on account of irrigation facilities. 

Question No. 161 

So far as this State is concerned, there is at present 
no scope for imposing a surcharge on irrigation rates 
in view of the revision of the rates in 1949. 


Appendix I 
9 

GOVERNMENT OF ORISSA 

PUBLIC WORKS DEPARTMENT 

The 26th March 1949 

No. 6502—In exercise of the powers conferred by sec¬ 
tion 99 of the Bengal Irrigation Act, 1876 (Bengal Act 
III of 1876), the Governor of Orissa is pleased to direct 
that the following amendment shall be made in the 
existing water rate rules for the Orissa canals, the same 
having been previously published as required by the 
said section of the said Act, namely: — 

Amendment 

In the said rules for the existing schedules of rates 
to be charged for water supplied from the Orissa 
Canals the following schedules shall be substiuted name¬ 
ly:— 

rates to be charged for Orissa Canals 


Different sorts of leases and crops in which the water rates are charged Rate per 

* Mana (acre) 


Rs, As, Ps. 


i. On lease for a term of years for the irrigation of all crops on the land leased (Supply of water given irom the 16th June 
to the 31st March in each year) 

For current lease as well as for lease after the 16th June 1949—- 

(a) Under all canals except H. L. C. Range III 3 0 0 

(. b ) Under High Level Canal Range III ,...*■•»**•* 280 

2. For Dhoya lands (classified under rule 3) included in a lease for a term of years :—- 
Current leases as well as for leases after the 16th June 1949— 

(a) Under all canals except H. L. C, Range III . , . • * - • • • ' • • 1120 

(b) Under High Level Canal Range III ; 180 

The rates fall due on the 1st February each year. 


Season Leases 

Kharif 

3. For the irrigation of autumn rice, water supplied from the 16th June to the 30th November— 

(a) Under all canals except H. L. C. Range III ...•-•**•**• 440 

(b) Under High Level Canal Range III * 4 O o 

Rate falls due on the 1st February following;—* 

4. For the irrigation of sugarcane, water supplied throughout the cultivation of the crop ... • 780 

Rates fall due on the 1st February following;— 

5. For the irrigation of sugarcane, between the 1st April and the 16th June on lands leased for a term of years . 580 


♦For the purpose of these ruks one Mana (acre) contains 25 Guntahas and is exactly equal to one acre. 








Schedules of rates of water rates to be charged for Orissa Canals 


Different sorts of leases and crops in which the water rates are charged 


Rate per 
* Mana (acre) 


6* For single watering to sugarcane, between the ist April and the 16th June per watering . 

7. For the irrigation of indigo, cotton and any crops other than sugarcane, water supplied form March to June 
For items 5, 6 and 7 rate falls due on the ist July 


Rabi 

8. For irrigation of dalua rice, cotton, tobacco, turmeric, ginger, wheat, vegetable, sugarcane or any crops other than the 
crops specified below, water supplied from November to end of March. 

Rates fall due on the 5th of April except in the case of dalua rice, the rate, which falls due on the 1 st June. 

9. For the irrigation of Cheena, oil-seeds and pulses water supplied from November to end of March. 

Rates fall due on the 5th April. 

10. For water supplied to irrigate rice or other crops on lands for which a preliminary application for a lease for a term 
of years or for a season lease, for autumn rice, has been received and failing the completion of such lease, water supplied 
from the date of lease till the 30th November : 

(a) Under all canals except High Level Canal Range III 
(1 b ) Under High Level Canal Range III 

Rates fall due on the ist February following. 

Unauthorised use of water and waste of water :— x 

n. For the unauthorised use of water or for waste of water such rate may be charged as determined by the Divisional 
Canals Officer under rule 29 subject to a maximum of Rs. 10 per Mana, 

Such rate shall fall due, and shall be payable on presentation of the copy of assessment to the person assessed. 

Supply of Volumes— 

12. Water when supplied by volume for irrigation from tanks or otherwise per 1 0,000 cubic feet ..... 


Rs. As. P. 
1 5 o 

200 


280 


440 

400 


200 


Appendix II 

(Rupees in lakhs) 


Total Receipts 

Name of work Total Capi- Area irriga-...—---Working Interest Net Remarks 

tal outlay ted Water Cesses Portion Other Total expenses charges Revenue 

rates of Land receipts 

Revenue 
due to 
irriga¬ 
tion 


I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

Orissa Canals 











1946-47 

267*07' 


5 - °4 



1-38 

6*42 

11*31 

8-86 

(—) 13-75 

1947-48 

a68-54 

Figures not 
readily avail- 

4-87 



1*64 

6-51 

12*22 

8-97 

8-99 

(—) 14-68 

(—) i 6-59 

1948-49 

269-67 

able. 

5*00 



2*57 

7*57 

I 5 -I 7 

1949-50 

269-77 J 


6-49 



3*50 

9*99 

15*01 

9 *oi 

(—) i 4-°3 

1950-51 

269-77 

2,56,860 

6*84 



3*20 

io* 04 

13*39 

9*01 

(—) 12-36 



acres. 









1951-52 

269-77 

2,5^*560 

6-99 


.. 

6*56 

i 3*54 

io *33 

9*ot 

(—) 5-80 



acres. 









1952-53 

269* 77 J Figures not 

7* 08 


.. 

6* 02 

13*02 

12*95 

9*01 

(-) 8-94 


Y available. 









1953-54 

270*27J 


.. 

*, 

11*41 

18*46 

16* 66 

9*01 

(—) 7-21 

(Budget) 











Rushikulya Canals 











1946-47 

51-87' 

Figures not 

*■ 


1*85 

0*08 

i *93 

i*66 

1*82 

(—) 1*55 

(—) 2 -i 5 

1947-48 

51-87 

readily 

,, 


t *55 

0*05 

1 • 60 

1 ’ 93 

1*82 


> available. 









1948-49 

51-87 




2’ 49 

0*21 

2* 70 

CO 

CO 

C 4 

1*82 

(—) 2*00 

1949 - 5 ° 

51-87. 




2* 78 

o- 14 

2*93 

2*24 

1*82 

(—) i-i 3 

1950-51 

51-87 

1,07,641 



2*45 

0* 22 

2-67 

2*34 

1*82 

(—) i -49 



acres. 








(—) 1-10 

1951 - 5 * 

51-87 

1,10,145 

.. 


2 * 29 

2*21 

2*50 

1*78 

1*82 



acres. 









1952-53 

51-87' 

Figures not 
> readily 



2*94 

0*25 

3*35 

1*63 

1*82 

(—) o-io 

1953-54 (Budget) • 

51-87. 

j available. 

** 


2*94 

0*25 

3*44 

2* l6 

1*82 

(—) °-54 
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1 & 8. STAMP DUTIES AND COURT FEES 

Section I.—Factual Background 

1 . Brief summary of the main features of the taxes .— 
The State Government have powers to fix the rates of 
all stamp duties and Court-fees excepting those that 
have been included in the Union List in the seventh 
schedule to the Constitution. The Indian Stamp Act, 1899 
and Indian Court Fees Act, 1870 as amended in their 
application to Orissa by the Orissa Stamp (Amendment) 
Act, 1943 and the Orissa Court Fees (Amendment) Act, 
1939 respectively, are the Acts under which stamp duties 
and Court-fees are levied in this State. In the year 1949, 
the rate of stamp duty payable by the advocates and 
attorneys on the roll of the High Court was reduced 
by the Orissa Stamp (Temporary Amendment) Act, 1949. 
The rate of duty was reduced from Rs. 750 to Rs. 500 
to encourage more lawyers to join the Bar of the newly 
constituted High Court of Orissa. \ 


The increase in the receipt from 1945-46 is due to 
increase in rates by the Stamp (Surcharge Amendment) 
Act, 1945 and the Orissa Court Fees (Surcharge Amend¬ 
ment) Act, 1945. 

* 

The increase in the 1949-50 is due to integration of 
the States and the increase from 1950-51 is due to further 
increase in the rates from 1951. 

As would be seen from the above figures, the cost of 
collection is comparatively small in respect of Stamps 
and Court-fees. 

6 . Evasion and avoidance ,—The method of evading 
stamp duty varies according the nature of the case. There 
is however, not much,scope for evasion of stamp revenue 
particularly Court-fees, if the officers and the clerks 
responsible for check are rigid and vigilant in their job. 
Leakage of duty, where found is more, due to want of 
vigilance and check by the concerned officers than due 
to any other reason. 


2 . Amendments of law .—The following amendments 
have been made to the above-mentioned Acts : 

(1) The Orissa Court Fees (Amendment) Act, 1939 

(2) The Orissa Stamp (Amendment) Act, 1943 

(3) The Orissa Stamp (Surcharge Amendment) Act, 

1945 

(4) The Orissa Court Fees (Surcharge Amendment) 
Act, 1945 


Section II—Replies to the questions bearing on the 
Taxes 

Question No. 162 

(i) Stamp duties in respect of bills of exchange, 
promissory notes, bills of lading, letters of credit, poli¬ 
cies of Insurances, transfer of shares, debentures and 
proxies should be raised by 50 per cent, over the exist¬ 
ing rates as has been done in respect of the instruments 
in the States’ list in this State. 


(5) The Orissa Stamp (Temporary Amendment) Act, 
1949 (This was valid for one year only) 

(6) The Orissa Stamp (Surcharge Amendment) Act, 

1951 

(7) The Orissa Court Fees (Surcharge Amendment) 
Act, 1951. 

The objects of most of these amendments were to 
enhance the rates of the duties and the fees. 

3. Hates of levy.—The rates of “Stamp duties” and 
“Court-fees" as embodied in the Orissa Stamp (Amend¬ 
ment) Act, 1943 and the Orissa Court Fees (Amend¬ 
ment) Act, 1939 respectively were enhanced by a levy 
of surcharge of 25 per cent, on them by the Orissa 
Stamp (Surcharge Amendment) Act, 1945 and the Orissa 
Court Fees (Surcharge Amendment) Act, 1945. Again 
in the year 1951, the rates of surcharge were raised to 
50 per cent, by the Orissa Stamp (Surcharge Amend¬ 
ment) Act, 1951 and the Orissa Court-fees (Surcharge 
Amendment) Act, 1951. The main object of enhancing 
the rates of Court-fees and.stamp duties was to increase 
revenue with a view to financing* the developmental pro¬ 
grammes of the State. 


As regards cheques, a Stamp duty of one anna levied 
thereon previously was abolished by the Indian Finance 
Act of' 1927. This abolition was probably actuated by 
the motive of providing an incentive to greater use of 
cheques in the country at the initial stages. 

Though a large bulk of Indian Capital is believed to 
be still in private vaults at present on account of its 
shyness, bank transactions have doubtlessly increased 
during recent years and it may not adversely affect 
bank transactions if the duty of one anna is reimposed 
on cheques in view of the fact that in other countries 
cheques bear stamp. The revenue yield, however, is not 
expected to be considerable. At present stamp duty 
on receipts is one anna on every transaction with a sum 
of Rs. 20 or above. The duty may be levied at ad valorem 
rates as detailed below. 


Up to Rs. i,ooo 
Rs. i,ooo to Rs. 1,500 


. One anna. 

. . One anna and six 

pies. 

Rs. 1,500 to Rs. 2,000 . . . Three annas. 

On all transactions above the value of Four annas. 

Rs. 2,000. 


As a result of the amendments made in 1945, the 
receipts under this head increased from Rs. 21-25 lakhs 
in 1944-45 to Rs. 35-02 lakhs in 1948-49, The integration 
of the State area Budget with the Provincial Budget with 
effect from 1949-50 increased the revenue from this 
source to Rs. 54-70 lakhs. The amendments of 1951 
increased the revenue further to the tune of Rs. 11 lakhs 
in 1950-51. 

Exemptions ,—A 1 ist of exemptions of instruments 
from Stamp duties and Court-fees is given as an Appen¬ 
dix. 


This will make the rates slightly progressive and will 
not, at the same time, have any adverse effect on trade, 
business or other transactions. 

As stated earlier, the original Schedules in the Indian 
Stamp Act, 1899 were amended in 1943 in its application 
to Orissa by the Orissa Stamp (Amendment) Act, 1943. 
This Act was again amended in 1945 with a view to 
levying a surcharge of 25 per cent, on stamp duties. This 
surcharge has since been raised to 50 per cent, with 
effect from 1951. In view of the recent increase of the 
rate by a surcharge of 50 per cent., further raising of 
the rate is not desirable as far as this State is concerned. 


4. Administrative Set up *—Finance Department is the 
administrative department both in respect of Stamps and 
Court-fees. The Board of Revenue is the head of Depart¬ 
ment in respect of the former while the High Court 
more or less exercises the functions of the head of 
department in respect of the latter. Their detailed ad¬ 
ministration is done through the subordinate revenue 
and judicial authorities. 


5. Cost of collection , receipts , etc .—The following 
figures will show the total revenue yield as compared 
with expenditure : — 


Year 


Receipts 

Expenditure 

1944-45 ■ 


21:25 

*71 

1945-4 6 • 


22-46 

\ *6t 

1946-47 . 


26*06 

'75 

1947-48 . 


28*04 

'93 

1948-49 . 


35*02 

1*03 

1949 - 5 ° • 


54 UO 

1 *24 

1950-51 . 


65 '*5 

1*58 

1951-5* • 


68*96 

r * 66 

1952-53 (March final) 

76* 26 

i *77 

> 953-54 (Budget) 

77-67 

i *79 


No hard and fast general principles can be fixed for 
imposition of stamp duties, but the three principles 
enunciated by the Indian Taxation Enquiry Committee, 
1924-25, namely, (1) the point at which the value of the 
convenience or utility attaching particular kind of trans¬ 
action approaches the amount of the stamp duty involved 
(2) the point of diminishing returns or, in other words 
what the traffic will bear and (3) the point at which 
hardship on any class of the community is involved, may 
well serve as principal guides while deciding on the 
question of levy of stamp duties on various instruments. 

Though uniform legislation and unified rates of stamp 
duties may be desirable as recommended by the Taxa¬ 
tion Enquiry Committee, 1924-25, such a measure is not 
feasible at the present moment in view of the fact that 
in a vast country like India, conditions differ widely 
from State to State. Besides, except in cases of instru¬ 
ments, reserved for Central taxation, any attempt to 
bring about uniformity in the rates of duties, will 
infringe on the powers of taxation of the States guaran¬ 
teed under the Constitution. 

As it is not proposed to change the existing position, 
the question of effect of proposals on revenues of the 
State does not arise. 

In this State, stamp duties are principally realised 
from deeds of sale, transfer, lease, gift, partition and 
mortgage and adoption deeds. 
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Question No. 163. 

So far as Orissa is concerned, there is no organised 
forward market in the State. Hence the question of levy 
of a stamp duty or any other form of taxation on the 
transaction in the forward markets does not arise as 
far as this State is concerned. For similar reasons it is 
also not possible to levy any stamp duty or any other 
form of taxation on the transactions in the Stock 
Exchange as far as this State is concerned. 

Question No, 164 

In Orissa the following taxes are collected by means 
of stamps : — 

(1) Entertainments Tax .—The Proprietor of an en¬ 
tertainment house is required to purchase these stamps 
from a neighbouring stamp depot namely Treasury or 
Sub-Treasury and affix the same on the tickets for 
admission. 

(2) Taxes on Motor Vehicles .—Taxes on motor vehi¬ 
cles are also generally collected in this State by means 
of special adhesive stamps. The owner affixes these 
stamps in his application for registration of vehicles. 

« 

As far as this State is concerned it Is not advisable 
to extend the system to any other tax at the present 
moment. 

Question No. 165 

This question has been discussed in paragraph 6 of 
Section I. 


Provided that nothing in this clause shall apply to 
copies of judicial proceedings, or to copies of village 
settlement records (other than lists of fields) extracted 
as afore-said which may be filed in any Court or office ; 

(4) to remit the fees chargeable on security bonds for 
the keeping of peace by or good behaviour of persons 
other than the executants ; 

(5) to remit the fees chargeable under Articles 6, 7 
and 9 of Schedule I on copies furnished by Civil or 
Criminal Courts or Revenues Courts or offices for the 
private use of persons applying for them : 

Provided that nothing in this clause shall apply to 
copies when filed, exhibited or recorded in any Court of 
Justice or received by any public officer ; 

(6) to remit the fees chargeable, under paragraph 4 
of clause (a) and paragraph 2 of clause (b) of Article I 
of Schedule II, on applications for orders for the pay¬ 
ment of deposits in cases in which the deposit does not 
exceed Rs. 25 in amount : 

Provided that the application is made within three 
months of the date on which the deposit first becomes 
payable to the party making the application 

(7) to remit, with reference to clause (xi) of section 19 
of the Act, the fees chargeable on applications for leave 
to occupy, under direct engagement with the Govern¬ 
ment land of which the revenue is settled, but not perma¬ 
nently, when made by persons who do not at the time 
of application hold the land ; 


Question No. 166 

Though uniformity in the rates of Court-fees has been 
recommended by some authorities, for the reasons 
stated against question No. 162, uniformity in the rates 
of Court-fees is not feasible at present. Receipts from 
Court-fees including miscellaneous receipts under Judicial 
Stamps as compared with expenditure are tabulated 
below, for the last five years ; — 


Year 


Percentage 

Revenue Expenditure of expen¬ 
diture to 


1948- 49 

1949 - 50 

1950- 51 

1952 - 53 
(March final) 

1953 - 54 (Budget) 


(In lakhs of Rs.) 

revenue 

(a) 

17*07 

i6‘oi 

93’7 


23*30 

21* 15 

90*8 


27*27 

20*95 

88*9 

(b) 

27*78 

21*16 

76* 2 

30*72 

2 3 2 3 4 47 

76-4 


3 I# J 4 

23 4 95 

76-9 

(c) 


Question No. 167 

As stated earlier, the Indian Court Fees Act, 1870 was 
amended in 1939 in its application to Orissa by the 
Orissa Court Fees (Amendment) Act, 1939. The Act was 
further amended in 1945 and 1951 levying a surcharge 
of 25 per cent, and 50 per cent, respectively over the 
scheduled rates. It is, therefore, not desirable to increase 
the rates any further at the present moment. It also 
does not seem necessary at present to amend the 
Schedules to the Indian Court Fees Act in any other 
way. 

APPENDIX 

Exemptions under the Indian Court Fees Act, 1870. in 
its application to the State of Orissa 

No. 17957-J.(C). dated 23 rd August 1953.—In 'exercise 
of the powers conferred by section 35 of the Court Fees 
Act, 1870 (VII of 1870), as amended by the Orissa 
Court Fees (Amendment) Act, 1939 (Orissa Act V of 
1939) and m supersession of all previous notifications 
on the subject, heretofore in force in any part of the 
Province, the Governor of Orissa is pleased to make 

m the Province of Orissa.remissions of Court- 

fees hereinafter set-forth in the fees leviable under 
Schedules I and II to the said Act, namely : — 

to remit the fees chargeable on applications 
presented to a Collector for refund of the amount paid 
to the Government for stamped paper which has become 
spoiled or unfit for use, or is no longer required for use 
and on applications for renewal of stamped paper which 
has become supplied or unfit for use ; 

(2) to remit the fees chargeable on applications in 
writing relating exclusively to the purchase of salt which 
is the property of the Government ; 

(3) to remit the fees chargeable on— 

(a) Copies of village settlement records furnished to 
landholders and cultivators during the currency 
or at the termination of settlement operations j 

(b) Lists of fields extracted from village settlement 
records for the purpose of being filed with peti¬ 
tions of plaint in Settlement Courts: 


(8) to remit the fees chargeable on applications for 
loans, or for the suspension or remission of loans under 
the Land Improvement Loans Act, 1883 (XII of 1883) or 
the Agriculturists Loans Act, 1884 (XII of 1884) ; 

(9) to remit the fees chargeable on applications 
made by a person to the Collector under sub-section (2) 
of section 42 of the Indian Stamp Act, 1899 (II of 1899), 
for the return to that person, or to the Registration 
Officer who impounded it, of a document impounded and 
sent to the Collector by a Registration Officer ; 

(10) t6 remit the fees chargeable on the following 
-tits, namely : — 

copy of a charge framed under section 210 of the 
Code of Criminal Procedure, 1898 (V of 1898), 
or\ of a translation thereof when the copy is 
given to an accused person, 

copy of the evidence of supplementary witnesses 
after commitment when the copy is given under 
section 219 of the said Code to an accused 
person, 

copy of translation of a judgment in a case other 
than a summons case, and copy of the heads of 
the Judge’s charge to the jury, when the copy 
or translation is given under section 371 of the 
said Code to an accused person, 

(d) copy or translation of the judgment in a sum¬ 
mons case, when the accused person to whom 
the copy or translation is given under secfion 371 
of the said Code is in jail, 

(e) copy of an order of maintenance when the copy 
is given under section 490 of the said Code to 
the person in whose favour the order is made, 
or to the person to whom the allowance is to 
be paid, 

(/) copy furnished to any person affected by a judge¬ 
ment or order passed by a Criminal Court, of 
the Judge’s charge to the jury or of any order, 
deposition or other part of the record when the 
copy is not a copy which may be granted under 
any of the preceding sub-clauses without the 
payment of fee, but is a copy which, on its being 
applied for under section 548 of the said Code, 
the Judge or Magistrate, for some special reason 
to be recorded by him on the copy, thinks fit to 
furnish without any such payment, 

(g) copies of all documents furnished under the 
orders of any Court or Magistrate to any Gov¬ 
ernment Advocate or pleader or other person 
specially empowered on that behalf for the 
purpose of conducting any trial or investigation 
on the part of the Government before any 
Criminal Court, 

( h ) copies of all documents which any such Advo¬ 
cate, Pleader or other person is required to take 
in connection with any such trial or investiga¬ 
tion, for the use of any Court or Magistrate, or 
may consider necessary for the purpose * of 
advising the Government in connection with any 
Criminal proceedings, 

(0 copies of judgements or depositions required by 
officers of the Police Department in the course 
of their duties ; 

d 1 ) to remit the fee chargeable on an application 
presented by any person for the return of a document 
riled by him- in any Court or Public Office ; 
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(12) to remit the fee chargeable on an application for 
the grant of a licence for the vend of stamp ; 

(13) to direct that no court fee shall be charged on an 
application for the repayment of a fine or any portion 
of a fine the refund of which has been ordered by 
competent authority ; 

(14) to remit the fees chargeable on application for 
copies of documents detailed in clauses (4) and (12) 
surpra ; 

(15) to remit the fees chargeable in respect of Indian 
Probates, Letters of Administration or Succession Certifi¬ 
cates on the share or other interest of a deceased mem¬ 
ber of a Company formed under the Indian Companies 
Act, 1913 (VII of 1913), provided that the said share or 
interest was registered in a branch register in the 
United Kingdom under the Indian Companies (Branch 
Registers) Act, 1900 (IV of 1900) and that such member 
was at the date of his decease domiciled elsewhere, than 
in India ; 

(16) to remit the fees chargeable on applications 
presented to officers of Land Revenue for the suspension 
or remission of revenue on the ground that a crop has 
not been sown or has failed ; 

(17) to remit the fee chargeable on applications and 
petitions presented to a Collector or any Revenue Officer 
having jurisdiction equal or subordinate to a Collector 
for advice or assistance from the Agricultural Depart¬ 
ment of the Province ; 

(18) to remit the fees payable under Schedule II upon 
applications for the grant or renewal of licences of 
duplicates under the Indian Arms Rules, 1924 in respect 
of which a fee is payable under those rules ; 

(19) to remit the fees chargeable on applications for 
the grant of licences of the nature mentioned in items 
8 and 9 of Schedule II appended to the Indian Explosives 
Rules, 1940, to possess gun-powder, other explosives or 
detonators required bona fide for blasting purposes; 

(20) to remit in respect of the property of (i) any 
person subject to military law under the Naval Discip¬ 
line Act (29 and 30 Viet. c. 109), the Army Act (44 and 
45, Viet, c, 58), the Air Force Act (7 and 8 Geo. c. 51), 
the Indian Army Act 1911 (VII of 1911), the Indian 
Air Force Act, 1932 (XIV of 1932), or the Indian Navy 
(Discipline) Act, 1934 (XXXIV of 1934), or the Naval 
Discipline Act (29 and 30 Viet. c. 109) as modified by the 
Indian Navy (Discipline) Act, 1934 (XXXIV of 1934), who 
is killed while on active service or on service which is 
of a warlike nature or which in the opinion of the 
Provincial Government, involves the same risk as active 
service, or dies from wounds inflicted, accidents occur¬ 
ring or disease contracted while on such service and (ii) 
any person in the service of the Crown, civil or military, 
who dies from wounds or injuries intentionally inflicted 
while in actual performance of his official duties or in 
consequence of these duties ; 

(a) where the amount or avlue of the property, in 
respect of which the grant of probate or letters 
of administration is made, or which is specified 
in the certificate under Part X of the Indian 
Succession Act, 1925 (XXXIX of 1925), does not 
exceed Rs. 50,000 the whole of the fees leviable 
in respect of that property, 

(b) where the said amount or value exceeds 
Rs. 50,000 the whole of the said fees in respect 
of the first Rs, 50,000, 

(c) where any property passes more than once in 
consequence of the deaths of any such persons, 
the whole of the fees leviable in the case of the 
second and subsequent successions, 

(d) the whole of the fees leviable on applications for 
mutations of names in respect of the property 
of any such person ; 

(21) to remit the fees chargeable on applications for 
the grant of licences issued in accordance with the pro¬ 
visions of any rule made under section 4 of the Petroleum 
Act, 1934 (XXX of 1934), for the possession of dangerous 
petroleum for use on motor vehicle and for its transport 
thereon for the purpose of use therein ; 

(22) to remit the fees chargeable on copies of decrees 
of Civil or Revenue Courts situated in the territories of 
His Highness the Goekwar of Baroda forwarded to any 
Court in Orissa for execution in pursuance of the pro¬ 
visions of section 44 of the Code of Civil Procedure, 1908 
(V of 1908) ; 

(23) to remit the fees chargeable— 

(a) on certified copies of entries in a record-or-rights 
furnished in accordance with any rules for the 
time being in force, under the Orissa Tenancy 
Act, 1913 (Bihar and Orissa Act II of 1913) after 
the final publication of such record-of-rights 
under section 116 (2) of that Act, 


(b) on any application for the deposit of rent in res¬ 
pect of which a fee is paid under section 70(2) 
of the Orissa Tenancy Act, 1913 (Bihar and 
Orissa Act II of 1913), 

(c) on applications or petitions of objection referring 
to any entry made or proposed to be made in a 
draft record-of-rights prepared under Chapter 
XI of the Orissa Tenancy Act, 1913 (Bihar and 
Orissa Act II of 1913) provided that such appli¬ 
cations are presented before the publication of 
such draft'record under setcion 116(1) of the 
said Act; 

(24) to remit the fee chargeable on copies of docu¬ 
ments furnished by a District Magistrate to pleader of 
the Court to defend a pauper accused of number ; 

(25) to remit the fees chargeable on an application 
made to a Magistrate under the Motor Vehicles Act, 1939 
(IV of 1939), for the registration of a Motor Vehicle and 
for a licence to drive it ; 

(26) to remit Jthe fees chargeable on applications made 
to a Collector for exemption, refund or abatement of 
income-tax or super-tax under the Indian Income-tax 
Act, 1922 (XI of 1922) ; 

(27) to remit the fees chargeable on copies of judg¬ 
ments or relevant extracts therefrom furnished to the 
Registrar of the Council of Medical Registration, Orissa 
by courts exercising criminal jurisdiction in cases in 
which a registered medical practitioner is convicted of 
a non-bailable offence or in which the Court pronouncing 
the judgment considers that the professional conduct 
of a registered medical practioner has been such that 
it is desirable to bring it to the notice of the Council ; 

(28) to remit the fees chargeable (a) on copies of judg¬ 
ment, decress or orders passed on claims preferred under 
the Madras Hereditary Village Offices Act, 1895 (Madras 
Act III of 1895) and (b) on applications filed by either 
party in the course of the trial of suits or appeals or in 
the course of execution of decrees under the said Act ; 

' (29) to remit the fees chargeable on applications made 
by toddydrawers and shop-keepers for the grant of 
licences permitting them or their servants to draw toddy 
from coconut and other palms ; 

(30) to remit the fees chargeable on all communica¬ 
tions made .under Chapter II of the Madras Proprietary 
Estates Village Service Act, 1894 (Madras Act II of 
1894) by a proprietor to any Revenue Officer relating to 
the appointment and control of village officers ; 

(31) to remit the fees chargeable on the following 
applications made by cultivators of the hemp plant 
(Cannabis Sativa or Indica): — 

(1) Application for a licence to cultivate the hemp 
plant ( Cannabis and Sativa or Indica) ; 

(2) Application for permission to harvest a crop of 
hemp plant and manufacture of intoxicating 
drugs therefrom ; and 

(3) Application for a permit to transport intoxicat¬ 
ing drugs extracted from the hemp plant; 

(32) to remit the fee chargeable on applications 
made by distillers and Warehouse keepers to the Excise 
Officer in charge of the distillery or warehouse for the 
issue of a permit for transport of country spirit; 

(33) to remit the fees chargeable in respect of plants 
in suits instituted before the Collector under sections 
55, 56, 95, T12, 144 and 160 of the Madras Estates Land 
Act, 1908 (Madras Act I of 1908) and in respect, of 
objection petitions presented to the revenue officer under 
section 166 (I) of the same Act; 

(34) to remit the fees chargeable fon applications, 
petitions and copies which are filed, exhibited or record¬ 
ed in, or recovered, or furnished by. Village Courts and 
plaints and complaints filed in Panchayat Courts 
constituted under the Madras Villages Court Act, 1889 
(Madras Act J of 1889), as amended by Madras Act II 
of 1920, and plaints filed in Panchayat Courts; 

(35) to remit the fees chargeable on applications for 
transfer of registry in the revenue accounts in respect 
of ryotwari holdings in the districts of Ganjam and 
Koraput ; 

(36) to remit the fees chargeable on applications for 
transfer of registry in the Land records of house-sites in 
towns in the districts of Ganjam and Koraput; 

(37) to remit the fees chargeable under Article 1 (b) 
of Schedule II to the Court Fees Act, 1870 (VII of 1870), 
as amended by the Orissa Court Fees (Amendment) Act, 
1939 in respect of applications in writing to which the 
said article applies, made under sub-section (2) of section 
4 of the Agency Interest and Land Transfer Act, 1917 
(Madras Act I of 1917); 
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(38) to remit the fees chargeable on an application 
to Magistrate for passports and pilgrim passes ; 

(39) to remit the fees chargeable on application for 
special licences granted for the home brewing of pachwai 
to meet the requirement of special occasions such as 
marriages, festivals etc, ; 

(40) to remit the fees chargeable under article 6 of 
Schedule II, on security bond executed in pursuance of 
orders of Courts under any section of the Court of Civil 
Procedure, 1908 ; 

(41) to remit the fees chargeable under articles 11 and 
12 of Schedule 1, on the probate of a will or letters 
of administration or succession certificate granted in 
respect of amounts exceeding Rs. 3,000 hut not exceeding 
Rs. 5,000 in deposit in a Government Savings Banks, 
belonging to the Estate of a deceased depositor. 


Exemptions under the Indian Stamp Act in its 
Application to the State of Orissa 

No. 19840-S-14/43F.(C), dated the 16th September 
1943.—In exercise of the powers conferred by clause (a) 
of section 9 of the Indian Stamp Act, 1899 (Act II of 
1899), and in supersession of all orders in this behalf 
heretofore in force in the State of Orissa or any part 
of it, the Governor of Orissa is pleased * * * * 
to remit the duties so chargeable in respect of instru¬ 
ments of the other classes hereinafter described : — 

(1) Agreement made with a Railway Company or 
Administration or an Inland Steamer Company for the 
conveyance of goods. 

(2) Agreement or indemnity bond given to a Railway 
authority or an Inland Steamer Company by a passenger- 
permitted to travel without payment of fare, indemnify¬ 
ing such authority or Company from any claim for 
damages in case of accident or injury. 


repay on demand to the said railway the amount which 
may be found due to it on settlement of account relating 
to the employee concerned. 

(14) Unattested instrument evidencing an agreement 
relating to the hypothecation or movable property where 
such hypothecation has been made by way of security 
for the repayment of money advanced or to be advanced 
by way of loan or of an existing or future debt. 

(15) Instrument in the nature of a memorandum or 
agreement furnished to^or made or entered into with a 
Supply and Transport Officer by a contractor. 

(16) Agreement and security bond executed by con¬ 
tractors in respect of village chavadies and cattle pounds 
in the districts of Ganjam and Koraput. 

(17) Agreement or security bond required to be exe¬ 
cuted under the rules to regulate the training and 
appointments in the Subordinate Forest Service, by a 
student and his surety previous to his entry into a Forest 
Sphcfol or College in British India. 

(18) Agreement, bond or security bond required to be 
executed by or on behalf of the holder of a scholarship 
or stipend awarded by the State Government. 

(19) Bonds required to be executed in favour of 
Arijuman Wazifai Sadat-u>a Momineen by students in 
this State in respect of repayable stipends awarded to 
them by the said Anjuman. 

(20) Instrument in the nature of memorandum, agree¬ 
ment or security bond furnished to or made, or entered 
into by a contractor, for the due performance of his 
contracts with— 

(a) the Opium Department, or 

(b) the Forest Department, or 

(c) the State Railway Department, or 

(d) the Public. Works Department, or any other 
administrative department empowered to exe¬ 
cute public works, or 


(3) Agreement or indemnity bond given to a Railway 
authority or an Inland Steamer Company by a consignee 
(when the Railway receipt or bill of lading is not pro¬ 
duced) in respect of the delivery of articles carried at 
half parcels rates or at goods rates, namely : fresh fish, 
fruits, vegetables, bazar baskets, bread, meat, ice and 
other perishable articles, 

(4) Agreement made with the Railway Company or 
Administration which purports to limit the responsibility 
of the Company or Administration as declared by the 
Indian Railways Act, 1890 (Act IX of 1890), section 72, 
sub-section (1) and is in a form approved by the Gov¬ 
ernor-General in Council under sub-section (2) of that 
section. 

(5) Agreement executed by an officer of the Provincial 
Government relating to the repayment of an advance 
received by him from the Government for defraying the 
cost of passages for himself or his family or both. 

(6) Agreement between an employer and a workman 
employed by or under him regarding the payment of 
compensation under the Workmen’s Compensation Act, 
1923 (Act VIII of 1923). 

(7) Agreement or memorandum of agreement relating 
to the hire of bicycle for a period of less than a week. 


(e) the Revenue Department in the whole State 
of Orissa in respect of minor irrigation works, 
contracts, or 

(/) the Public Health Department. 

(21) Instrument furnished to or made or entered into 
with any of the Departments mentioned in item 20 by a 
contractor under which the due performance of any 
contract is secured by the deposit of money or of Govern¬ 
ment or other securities ; and an instrument under which 
materials belonging to a contractor are mortgaged as 
security for an advance made to him by any such 
Department 

(22) Instrument executed for the purpose of securing 
the repayment; of a loan made or to be made, under the 
Land Improvement Loans Act, 1883 (Act XIX of 1883) 
or the Agriculturists’ Loans Act, 1884 (Act XII of 1884), 
including an instrument whereby a landlord binds him¬ 
self to consent to the transfer, in the event of default in 
such repayment, of any land, or interest in land on the 
security of which any such loan is made to his tenant. 

(23) Security bond taken under the authority of the 
State Government from a military medical student of 
tne Assistant Surgeon branch of the Indian Medical 
Department or from a woman stipendiary of the Gov¬ 
ernment School of Indian Medicine, Madras, or from the 
surety of any such student or woman stipendiary. 


(8) Agreement executed by a private medical practi¬ 
tioner on acceptance of service under the Secretary of 
State for India as a Surgeon to his Majesty’s forces with 
the temporary ranks of Lieutenant in the Indian Medical 
Service. 

(9) Agreement paper passed by a contractor of the 
Supply and Transport Corps where his security is trans¬ 
ferred to a Post Office Savings Bank. 

(10) Agreement or declaration by which a tender 
made to a Supply and Transport Officer is accepted as a 
contract, where the deposit of the contractor as security 
for his contract is made in Government of India Pro¬ 
missory Notes or in cash. 

(11) Agreement between creditor and debtor to refer 
their claims to arbitration made in the areas transferred 
from Madhya Pradesh in the course of conciliation 
proceedings approved by the State Government and 
award made in virtue of such agreement, 

(12) Agreements given by Government servants and 
their nominees stationed in “threatened areas” in the 
State of Orissa undertaking to repay on demand to the 
Government of Orissa the amount which may be found 
due to the Government on settlement of account relating 
to the Government servant concerned and similar agree¬ 
ments that may be executed in the State of Orissa by 
Government servants employed under the Government 
of India and other State Governments and Administra¬ 
tions in British India and by their nominees. 

(13) Agreement executed in the State of Orissa by 
employees of the Eastern Railways stationed in 
‘'threatened areas” and their nominees undertaking to 


(24) Indemnity bonds executed in nursuance of 
Royal Air Force Instruction (Indian), No. 5 of 1931 by a 
non-entitled person undertaking passenger flights in 
accordance with clause 1 of paragraph 797-A, and clause 
2 of paragraph 798 of King’s Regulations and Air Coun¬ 
cil Instructions, 


t-5) Bail-bond executed by a surety to produce a 
person on whom a bailable warrant of arrest has been 
issued under section 20 (3) of the Central Provinces Land 
Revenue Act, 1917 (C.P. Act II of 1917). 


^ (26) Authority in writing executed under Rule 1, Order 
XXVIII of the Code of Civil Procedure, 1908 (Act V 
of 1908), by any officer or soldier actually serving under 
the Crown in a military capacity authorising any person 
to sue or defend in his stead in a Civil Court, 


(27) Letter of authority or power-of-attorney executed 
for the sole purpose of authorising one or more of the 
joint-holders of a Government security to give on behalf 
of the other or others of them, or any one or more of 
them, a discharge for interest payable on such security 
or on any renewed security issued in lieu thereof, 

(28) Authority in writing (General or Snecial) autho¬ 
rising an agent to appeal and plead under'section 24 of 
the Madras Village Courts Act, 1889 (Madras Act I of 


(29) The award of arbitrators in any dispute in which 
a co-operative society in British India is a party. 

(30) Lease or counterpart, thereof executed at the 
time of settlement made directly by the State Govern¬ 
ment with the existing occupant of land, whether a 
zammdar or a tenant, and whether self-cultivating or 
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Provided that no fine or premium is paid in consi¬ 
deration of the lease. 

(31) Mortgage deed executed by an officer of Govern¬ 
ment in Civil or Military employ for securing the 
repayment of an advance received by him from the 
Government for the purpose of constructing, purchasing 
or repairing a dwelling house for his own use. 

(32) Mortgage deed or agreement executed by an offi¬ 
cer of the State Government for securing the repayment 
of an advance received by him from the Government for 
the purpose of purchasing a motor car, a motor boat, a 
motor cycle, a horse, a cycle or a typewriter. 

(33) Transfer by endorsem^it of a mortgage of rates 
and taxes authorised by any Act for the time being in 
force in British India. 

(34) Instrument of transfer of Government stock 
registered in the book debt account. 

(35) Instrument of transfer of shares registered in a 
branch register in the United Kingdom under the pro¬ 
visions of section 41 of Indian Companies Act, 1913 (Act 
VII of 1913), which has paid the stamp duty leviable 
thereon in accordance with the law for the time being 
in force in the United Kingdom. 

(36) Instrument in the nature of conveyance by the 
State Government of standing trees or any other forest 
produce in a Government forest, and also the following 
instruments ; — 

(i) Contract for the collection of minor produce, 
barks, etc.; 

(ii) Contract for felling and removing trees ; 

(Hi) Contract for the collection, removal and disposal 
of stock in coupes subject to obligation to 
coppice and clear the area ; 

(iv) Contract for the purchase of timber or firewood 
to be felled or cut departmentally; 

(u) Contract for the usufruct of trees and topes ; 

(t>{) Contract for the felling or cutting and purchase 
of timber or firewood ; 

(vii) Kancha or grazing lease ; 

(viii) Agreement for felling and conversion of timber ; 

(fcc) Agreement for right to collect seigniorage on 
minor produce brought for sale by hill tribes ; 

(x) Agreement for cultivation under the taungya 
system in reserved or protected forests; 

(xi) Agreement for hunting, shooting or fishing in 
reserved or protected forests ; 

(xii) Agreement for the sale or protection of sandal¬ 
wood trees growing on patta lands. 

(37) Instrument of re-conveyance of mortgaged 
property executed by Government in favour of any 
person who is or has been in the Civil or Military 
employ of Government on the repayment of an advance 
received by him from the Government for the pose 
of constructing, purchasing or repairing a dwelling 
house for his own use. 

(38) Instrument of re-conveyance executed by State 
Government in respect of property mortgaged by an 
officer of Government or his surety as security for the 
due execution of an office or the due accounting for 
money or other property received by virtue thereof. 

(39) Conveyance by endorsement of rights secured by 
an instrument known as a “Satta”. 

(40) Instruments conveying .land in the districts of 
Gan jam and Koraput granted by the State Government 
to an individual for a pecuniary consideration. 

(41) Instrument of exchange executed by a private 
person where land is given by him or public purposes 
in exchange for other land granted to him by the State 
Government 

(42) Sanad of Jagir or other instrument conveying 
land granted to an individual by the State Government 
otherwise than for a pecuniary consideration. 

(43) Patta granted by an officer of the State Govern¬ 
ment in the district of Gan jam and Koraput to a holder 
of land under a ryotwari settlement. 

(44) Instruments executed in favour of the State 
Government by the managing authority of an educa¬ 
tional institution in the districts of Ganjam and Koraput 
aided by the State Government with the object of secur¬ 
ing by hypothecation of land and buildings belonging to 
the institution, that grants-in-aid to the institution are 
refunded if the said land and buildings are not used 
for educational purposes or if the education given by the 
institution is defective or unsatisfactory, 

(45) Letter which a person depositing money in a 
Post Office Savings Bank, as security to the State Gov¬ 
ernment or a local authority for the due execution of 
an office or for the fulfilment of a contract or for any 
other purpose, is required to address to the Post Master 
ki-charge of the Post Office Savings Bank agreeing to 
special conditions with respect to the application and 
withdrawal of the money deposited and the payment of 
interest securing due thereon, 
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(46) Instrument of release referred to in section 48 of 
the Indian Merchant Shipping Act, 1923 (Act XXI of 
1923). 

(47) Instrument cancelling a will. 

(48) Copy of extract certified by a patwari to be a true 
copy of, or a true extract from, records or papers which 
patwaris are required to prepare or keep by any rule 
made by the Provincial Government under section 227(2) 
(d) of the Central Provincial Land Revenue Act, 1917 
(C. P. Act II of 1917), where the copy or extract is 
furnished by a patwari to a malguzar or tenant of or in 
the village with which the copy or extract is concerned. 

(49) Deeds of gift of land in favour of State Govern¬ 
ment for the purpose of constructing houses for educa¬ 
tional and cultural institutions started by the Govern¬ 
ment for the welfare of the backward classes. 

(50) Agreement in favour of Government in connec¬ 
tion with the Minor Irrigation Project through the State. 

(51) Besides where Government are liable to pay the 
stamp duty exemptions have had to be allowed in such 
cases in accordance with the provisions under section (3) 
(i) of the Indian Stamp Act, 1899. 

(52) Power-of-attorney executed by the appellant 
under the Pension Appeal Tribunal Rules, 1945, in favour 
of a person appointed to conduct the appeal on behalf 
of the appellant, 

(Published in notification No. 2240—F.S.-25/45, dated 
the 29th March 1946). 

(53) Indemnity bonds executed in connection with the 
receipt of pension by persons who have migrated from 
Pakistan. 

(Published in notification No. 3375—F.S.-4/49, dated 
the 22nd March 1949). 

(54) Mortgage deeds executed for loan taken under 
the Bihar and Orissa State Aid to Industries Act, 1923. 

(Published in notification No. 7117—F/3t.-15/49* dated 
the 23rd May 1949). 

(55) Instruments specified below in connection with 
business of Relief and Rehabilitation Administration 
constituted under the Rehabilitation Finance Administra¬ 
tion Act, 1948. 

All instruments other than Bills of Exchange, 
Cheques, Promissory notes, Bills of lading, letters of 
credit, Policies, Insurances, Proxies and receipts. 

(Published in notification No. 716—F/ST.,-7/49, dated 
the 24th May 1949). 

(56) Deeds of gifts of land executed in favour of 
Government for public purposes in connection with 
Minor Irrigation Project. 

(Published in notification No, 18757-F/St. 29/50, dated 
the 19th December 1950). 

(57) Loan bonds presented by the displaced persons, 

(G. O. No. 20254 (13) F/St.-51, dated the 7th Decem¬ 
ber 1951). 

(58) Duty chargeable on deeds of gift of land given for 
purposes of Bhoodan Yajna and re-executed either by 
Binova Bhave or his authorised representative in favour 
of landless persons selected by Bhoodan Yajna Com¬ 
mittee. 

(Published in notification' No. 7586-F,, dated the 4th 
April 1953). 

(59) Duty chargeable in respect of deeds of gifts of 
land executed by private persons in favour of this State 
Government for a public purpose in connection with 
implementation of Community Project Scheme. 

(Published in notification No. 10662—F.St.-l/53, dated 
the 28th May 1953). 

(60) Duty chargeable on execution of agreement bet¬ 
ween Government and subsidy holders who construct 
various ashram schools, village welfare centres and 
multipurpose co-operative societies for welfare of back¬ 
ward classes. 

(Published in notification No. 7628-F,, dated the 6th 
April 1953), 

9 & 10. NOTES ON TAXES ON MOTOR AND OTHER 
VEHICLES, DEPARTMENT OF SUPPLY AND 
TRANSPORT 

Section I,— Factual Background 

1. Brief summary of the main features of the tax .— 
The Motor Vehicles Tax is being levied in Orissa under 
two Acts— viz. the Bihar and Orissa Motor Vehicles 
Taxation Act, 1930 (Act II of 1930) and the Madras 
Motor Vehicles Taxation Act, 1931 (Madras Act III of 
1931) and the rules made thereunder. With the formation 
of the Province of Orissa on the 1st April 1936, the 
former Act and the Rules made thereunder remained 
in force in North Orissa while the latter Act and the 
Rules made thereunder remained in force in South 
Orissa. After the merger of the ex-State areas the 
former Act and Rules made thereunder were extended 
to the merged areas. (Copies of the Bihar and Orissa 
Motor Vehicles Taxation Act and the Rules made there¬ 
under, the Orissa Act XVII of 1948 amending the Bihar 
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and Orissa Motor Vehicles Taxation Act in its applica¬ 
tion to Orissa and the Orissa Act XVI of 1948 amending 
the Madras Motor Vehicles Taxation Act in its applica¬ 
tion to Orissa have been sent separately). The main 
Object of the two amending Acts was to unify 
the rates of taxes in the two halves of the 
State to bring them to the level of the then Madras 
rates. The vehicles owned by the ex-Rulers of the 
merged States have been exempted from payment of 
Motor Vehicles Tax (vide G> O. No. 12170-S.T., dated 
the 29th March 1950, copy enclosed). 

The main features of the tax are that private cars 
are taxed according to weights at rates varying from 
Rs* 70 to Rs, 200 annually and buses both public and 
private are taxed according to seating capacity at rates 
varying from Rs. 320 to Rs. 3,120 for seating 5 persons 
to 40 persons annually. Goods vehicles, both public and 
private carriers, are taxed according to laden weight at 
rates varying from Rs. 200 to Rs. 1,400 annually. 

Other taxes which affect Motor Vehicles are the sales 
tax on motor spirits and spare parts and the local taxes 
and fees like tolls, etc. 

2. The following amendments have been made to the 
above-mentioned taxation Acts and Rules thereunder 
since 1936: 

(1) Madras Motor Vehicles Taxation, District 
Municipalities and Local Boards (Orissa Amend¬ 
ment) Act, 1948 (Orissa Act XVI of 1948) the 
rates of tax were increased and power of District 
Boards and Municipalities to levy licence fees 
was withdrawn. 

(2) Bihar and Orissa Motor Vehicles Taxation 
(Orissa Amendment) Act, 1948 (Orissa Act XVII 
of 1948) the rates of tax were increased. 

In this connection it may also be mentioned that a Bill 
known as " principles of Motor Vehicles Taxation Bill ” 
is receiving the attention of the Government of India. 
This Bill has already been discussed several times by 
several committees on all-India basis and if it is enacted 
according to the final recommendations it is not likely 
to affect our present rates of taxation in any way, since 
our present rates are within the ceiling rates of tax 
proposed in that Bill. The only feature of this Bill that 
is likely to affect our income relates to the provisions 
for reciprocity between the States. But in this matter 
also, the Bill does not aim at any definite provision and 
it leaves the matter to the States concerned for a deci¬ 
sion by mutual agreement. 

3. The rates of tax on Motor Vehicles in force up to 
the 31st December 1948 and the rates enforced since the 
1st January 1949 are contained in statement I-A. The 
only concession granted in these rates is for fleet owners 
under section 10 of the Bihar and Orissa Motor Vehicles 
Taxation Act. There is no provision for similar conces¬ 
sion in the Madras Motor Vehicles Taxation Act. As 
already stated above the Rulers of the ex-States have 
been allowed exemption in respect of Motor Vehicles 
Taxation to a certain extent. Further under section 5 (a) 
of the Bihar and Orissa Motor Vehicles Taxation Act and 
under section II of the Madras Motor Vehicle Taxation 
Act, Government have the power to exempt Motor 
Vehicles owners from payment of Motor Vehicles tax 
partly or entirely as may be considered suitable in the 
respective cases. This power has been exercised in the 
case of a bus owned by a Hospital and another owned 
by an Education Institution. 

It may be seen from the Schedule of rates given in 
Statement IB that these have been based upon unladen 
weight in respect of light Motor Vehicles, laden weight 
in respect of heavy goods vehicles and seating capacity 
in respect of all passenger vehicles plying for hire. 

The concession regarding fleet owners is based on the 
principle of encouraging development of Motor Trans¬ 
port. The special provision for granting exemption by 
Government in individual cases is based on the principle 
of affording relief to vehicles plying in connection with 
social and other charitable purposes. The exemption to 
the Rulers of the ex-States is according to the decisions 
of the Government of India based upon the agreement 
between the Government of India and the Rulers at 
the time of merger and in view of the prevailing practice 
in the ex-States prior to the merger. 

The reasons for change of rates adopted since the 
1st January 1949 are as follows : — 

(1) Unification of rates prevailing in ex-Madras 
areas and the remaining portion of the State. 

(2) The rates in force in the North Orissa and ex- 
States, were low and it was decided to increase 
them. 

(3) In addition to the Motor Vehicles Tax in force 
in the ex-Madras areas the local bodies of that 
area had also the power to collect licence fees 
from the Motor Vehicles. This power was with¬ 
drawn. 

(4) Fifty per cent, of the net collection of the Motor 
Vehicles Tax is being distributed to the local 
bodies for maintenance of motorable roads. With 


the increase in prices of commodities the cost 
of maintenance of roads increased heavily and 
it was therefore considered that the rates of 
Motor Vehicles tax should be increased to 
certain extent to meet the enhanced cost of 
maintenance of the roads. It was, therefore, 
decided to adopt the rates then in force in 
Madras which were slightly higher than the 
rates in force in the ex-Madras areas of this 
State and these rates were enforced throughout 
the State for the sake of uniformity. 

The effect of the above increase on the Revenue of 
the State will be evident £rom Statement II. The imme¬ 
diate effect of increases may be noticed from the follow¬ 


ing figures : — 

Trs. 

Total gross receipt under Motor Vehicles in 1947-48 4,91 

1948-49 8,21 

Increase also due to merger of the States 1949-50 17,26 

1950-51 22,81 


4. The Superintendents of Police of the various dis¬ 

tricts are the assessing and the collecting authorities for 
Motor Vehicles taxes in addition to their other normal 
duties, assisted by a lower division clerk each. It may 
be added here that the Superintendents of Police are 
also the Registering and Licensing Authorities for the 
purposes of Motor Vehicles Act and Rules made there¬ 
under and collection of necessary fees. The lower divi¬ 
sion clerks mentioned above assist them in this respect 
also. * 

There is no provision for appeal and revision against 
assessment of Motor Vehicles tax. As stated above, 
Motor Vehicle tax is assessed on unladen weight, laden 
weight, and seating capacity. In respect of the first two 
items the question of appeal or revision never arises. 
In respect of seating capacity the concerned Transport 
authority fixes the same and the tax is collected accord¬ 
ingly and so in this respect also the question of appeal or 
revision at assessment stage does not arise. The Trans¬ 
port Department at the Secretariat level, and the 
Inspector-General of Police, at the Head of the Depart¬ 
ment level with the organisation under him, deal with 
enforcement of Motor Vehicles Taxation Acts, in addi¬ 
tion to their other duties. 

5. As indicated above, there is no administrative set 
up exclusively for the administration of Motor Vehicle 
Taxation. It is, therefore, not possible to say accurately 
what the cost of administration is. Statement II shows 
the cost of collection as compared with receipts for the 
years 1946-47 to 1952-53. 

The present system of tax administration and tax 
collection appears to be satisfactory, Under the existing 
circumstances it is not possible to have a completely 
separate set-up for Motor Vehicles tax administration 
and collection. The only improvement which can be 
suggested is to empower the Motor Vehicle Inspectors 
also under section 6 (b) (2) of the Bihar and Orissa 
Motor Vehicles Taxation Act and section 6 (2) of the 
Madras Motor Vehicles Taxation Act to check tax tokens. 
From the point of view of the tax payer the difficulty 
is that the machinery for collection is now confined to 
the District Headquarters only. In the present circum¬ 
stances it is not possible to extend the collection machin¬ 
ery to a lower level as the Motor Vehicle owners in this 
State have not yet been uniformly distributed through¬ 
out and are mostly confined to Headquarters towns. The 
only relief that could be afforded to the tax payer is 
to permit him to make payment of tax by Money Orders 
and Postal orders which, question is being considered in 
the “Principle of Motor Vehicles Taxation Bill”. 

6. As regards receipts, trends in receipts and explana¬ 
tion of trends etc. during the war years the receipts 
under Motor Vehicle Taxes fell continually. The reason 
for this obviously was the use of less number of vehicles 
on account of rationing of Motor spirit. Receipts looked 
up from the year 1945-46 owing to use of larger number 
of vehicles consequent on slackening of the restrictions. 
There was a big increase in receipts under Motor Vehicle 
Taxes due to merger of the States and due to increase 
in the rates of Motor Vehicle Tax both under the Madras 
and Bihar and Orissa Motor Vehicles- Taxation Acts 
as applicable to different parts of Orissa with effect 
from the 1st January 1949. The figures also indicate a 
steady increase in receipts under this head owing to 
increase in the number of transport vehicles which is 
the natural result of present Government policy of 
rationalisation of inland transport. 

7. The arrears under Motor Vehicle tax in this State 
are low. The names of the defaulting Motor Vehicle 
owners are checked from time to time from the Taxa¬ 
tion Registers and action is taken for realisation of 
arrear tax, if any. 

It may be mentioned in this connection that such 
arrears are realisable as arrears of land revenue under 
section 13 B of the Bihar and Orissa Motor Vehicles 
Taxation Act or under section 9 of the Madras Motor 
Vehicles Taxation Act, as the case may be. 
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8. Evasion and Avoidance .—The cases of evasion and 
avoidance of tax are few. Surprise check of Motor 
Vehicles are made by the Police every quarter in order 
to detect the defaulters and prosecute them under section 
12 of the Bihar and Orissa Motor Vehicles Taxation Act 
or under section 7 of the Madras Motor Vehicles Taxa- 
tion Act, as the case may be. 

Section II— Replies to the questions relating to 
Motor Vehicles Tax 

Question No. 168 

The main objective of Motor Vehicles Taxation is 
improvement of roads. Motor Transport has increased 
very considerably while road conditions have not kept 
pace on account of financial difficulties. As one of the 
main users of road, the Motor Vehicles bear a large pro¬ 
portion of expenditure necessary to be incurred for 
bringing the roads up to the mark. It is being argued 
that lower rates of taxation and good roads will en¬ 
courage use of increasingly large number of Motor 
Vehicles resulting in larger revenue to the public ex¬ 
chequer than at present and consequent enabling of 
more expenditure on roads thus affording better con¬ 
venience to the public. But in view of the initial financial 
difficulties it has not been possible to spend much on 
roads. The- present policy of the State Government is to 
distribute 50 per cent, of the net profit of the Motor 
Vehicles tax among the various local authorities includ¬ 
ing the District Magistrates for maintenance of motor- 
able roads maintained by them and to fund the remain¬ 
ing 50 per cent, for expenditure on development and 
improvement of roads selected from time to time. 
Previously this latter portion of the Motor Vehicles tax 
used to be credited to the general revenue but the ques¬ 
tion of funding the same for development and improve¬ 
ment of roads has been recently decided in view of the 
fast deteriorating condition of our roads. In view of this 
an increase in the Motor Vehicles taxation seems 
desirable, but the capacity to pay further taxation has 
to be seriously thought of otherwise development of road 
transport might suffer. It is considered that the status 
quo should be maintained for some more time. In Orissa 
the roads are bad and rate of taxation is comparatively 
high. 

At present Motor Vehicles are generally liable to dir¬ 
ect and indirect taxation at Central, State and Local 
levels. But the general opinion seems to be in favour 
of one consolidated tax. There may be no objection to 
the levy of the Central Tax, like Custom duties etc., if 
considerable portion of the same be distributed to the 
various States for improvement of roads on an equita¬ 
ble principle. In the State level again, a consolidated 
tax may be preferable to a number of direct and indirect 
taxes. The State Government are, however, of opinion 
that it is not possible to abolish the existing local taxes 
within 5 to 10 year’s time owing to financial difficulties 
involved. They are prepared to stop levy of any new 
taxes of this kind. The State Government are also not 
prepared to give up the revenue from sales tax on motor 
accessories. 

Schedules of rates recommended by. the Motor 
Vehicles Taxation Enquiry Committee are given in State¬ 
ment I.B. Adoption of the rates recommended by Motor 
Vehicle Taxation Enquiry Committee will result in a 
loss roughly to the extent of Rs. 7 lakhs annually. But if 
Madras rates are taken as ceiling as recommended by 
the Transport Advisory Council this State will not lose. 
This view was explained to the Technical Committee 
which met at Calcutta and the Committee expressed the 
view that the above is acceptable and the Schedule of 
rates proposed in the Principles of Motor Vehicle Taxa¬ 
tion Bill modified to that extent. The Policy Committee 
which met at Bombay on 4th and 5th May 1953 reached 
at the following conclusion : — 

“It was noted that there was bound to be disparity 
for some years to come between the rates of vehicle tax 
levied by States, but contiguous States could meet to- 
lative action in their respective States if so required, on 
gether and arrive at a suitable arrangement.” 

All the States agree to the proposed ceilings by legis- 
the undertaking that it could be reviewed and reflxed 
if necessary, after 5 years. 

Question No. 169 

The entire amount of the net proceeds of the Motor 
Vehicles Taxes less the cost of collection should be ear¬ 
marked for maintenance, improvement and development 
of roads. In fact the State Government have already 
taken a decision in this respect on the above lines. The 
present practice is to distribute 42& per cent, of the 
net proceeds on the basis of mileage of the various 
classes of roads maintained by the different local authori¬ 
ties including the District Magistrates, to distribute 71 
per cent, of the net proceeds for hard and deserving 
cases and to fund the remaining 50 per cent, for expendi¬ 
ture on improvement and development of roads selected 
from time to time. The above principle and procedure 
may stand. 

Question No. 170 

The State Government agree with the general princi¬ 
ples on which the recommendations of the Motor Vehi¬ 


cles Taxation Enquiry Committee are based and welcome 
the new arrangements suggested, but are against the idea 
of any legislation being taken up for giving effect to 
the new arrangements. They are of the view that in 
regard to the financial arrangements, an agreement bet¬ 
ween the Centre and the State would serve the purpose, 
and if this is accepted the State Government would be 
prepared to give an assurance that they would supple¬ 
ment from the State funds to the best of their capacity 
whatever they receive in the shape of grants from the 
Centre under the new dispensation. They also agree to 
the creation of a Road Fund in the State but not by 
means of legislation. They would prefer to create it by 
an executive order of Government. It will be a non- 
lapsable fund of which separate accounts would be kept. 

The State Government also agree that the rate of 
sales tax levied by them on motor vehicles should not 
be so high as to impede the development of transport, 
but they are at the same time of the view that the 
question of the rate at which sales tax should be levied 
should be left to the discretion of the State Government, 
who are in the best position to decide the matter. 

Regarding the levy of taxes like octroi and tolls by the 
local bodies etc, the State Government hold the view 
that the existing taxes of these types need not be abolish¬ 
ed, but they are prepared to give an assurance that no 
new taxes of this kind will be levied. If, however, the 
abolition of these taxes is insisted upon, the State 
Government would be prepared to do so in 5 to 10 years* 
time but are not in a position to do so immediately. 

Question No. 171 

Amongst other vehicles using the roads, the bullock- 
carts are most conspicuous and traffic in bullock-carts 
is also most voluminous. It is also noticeable that the 
bullock-carts with iron rims on their wheels cause 
considerable deterioration of the roads. Those of the 
carts, therefore, that are engaged for hire or for business 
purposes and thereby use the roads much more than the 
casuals may be made liable to taxation. To start with, 
a tax of Rs. 6 per annum per cart may be levied by the 
State Government. The net proceeds of the tax may be 
disposed of in the same manner as the proceeds from the 
Motor Vehicles tax and this may be transferred and 
added to the net proceeds from the Motor Vehicles tax. 


Government of Orissa 

DEPARTMENT OF SUPPLY AND TRANSPORT 
No. 12170/Tex. 36/50-S.T. 

Dated Cuttack , the 29 th March 1950 

From 

Shri M. ^amkrishnayya, i.a.s., 

Deputy Secretary to Government 
To 

The Inspector-General of Police, Orissa, Cuttack 

Subject : Concession in respect of Motor Vehicles of the 
rulers of merged and integrated States. 

Reference. —Your letter No. 1460/C.I.D., dated the 2nd/ 
3rd March 1950. 

Sir, 

With reference to your letter cited above, I am directed 
to say that the following principles may be observed in 
granting concession to the Rulers of merged and integ¬ 
rated States in Orissa : — 

(1) Levy of registration fees in respect of motor 
vehicles used by the Rulers of merged and 
integrated States .—The concession is limited to 
the road-worthy cars in the personal use of the 
Rulers as indicated in this Department letter 
No. 44637 (13)-S. T., dated the 22nd November 
1949, a copy of which ws« forwarded to you 
under this Department memo. No. 44637(18). 
S. T., dated the 22nd November 1949. It does 
not extend to other motor vehicles. 

(2) Driving test —The Rulers are not exempted 
from driving tests prescribed in the Orissa 
Motor Vehicles Rules, but they need not pay 
any fees for taking driving licenses, 

(3) Motor Vehicle Taxation in respect of the vehi¬ 
cles owned by the Rulers .—The Rulers are 
exempted from taxation in respect of the cars 
and other motor vehicles kept for their per¬ 
sonal use. Other vehicles belonging to the 
Rulers engaged in business or trade are not 
exempted from payment of motor vehicles 
taxation as indicated in this department letter 
No. 8180-S, T. f dated the 6th March 1950. 

All taxing authorities may be informed accordingly. 

Yours faithfully 
M. RAMKRISHNAYYA, 
Deputy Secretary to Government , 



STATEMENT I-A 


Comparative Statement showing the Old and New rates of Motor Vehicle Tax in Orissa , i.e^ up to the 31st December 1948 and from the 1st January 

1949 in force 

Rates of Tax fixed in Madras Motor Vehicles Taxation Act, Schedule II 


Old rate of tax, annual Amended rate of Tax 

Serial No. Description of Vehicles -- - Remarks 

For pneu- Others For pncu- Others 
matic tyres matic tyres 


1 2 3456 7 


t. Motor Cycles (including Motor Scooters and Cycles with 
attachment for propelling the same by mechanical power) 
not exceeding 8 cwt. in weight unladen— 

Rs. 

Rs. 

Rs. 

Rs. 

(a) Bicycles below 31/2 horse power if not used for drawing 
a trailer or side car. 

30 

4° 

30 

40 

(b) Bicycles below 31/2 horse power if used for drawing a 
trailer or side car and bicycles of and above 3 1/2 
horse power whether used for drawing a trailor or side 
car or not. 

40 

50 

40 

50 

(c) Tricycles ........ 

40 

50 

40 

50 

2. Invalid carriage.. . 

3. Goods Vehicles— 

30 

40 

30 

40 

(a) Goods vehicles not exceeding 20 cwt, in weight laden . 

200 

300 

200 

300 

(b) Goods vehicles exceeding 20 cwt. but not exceeding 

30 cwt. in weight laden. 

(c) Goods vehicles exceeding 30 cwt. but not exceeding 45 

400 

600 

400 

600 

cwt. in weight laden. 

480 

720 

480 

720 

( d ) Goods vehicles exceeding 45 cwt. but not exceeding 

60 cwt. in weight laden. 

600 

900 

600 

900 

( e ) Goods vehicles exceeding 60 cwt. but not exceeding 

85 cwt. in weight laden. 

720 

1,080 

720 

1,080 

(/) Goods vehicles exceeding 85 cwt. but not exceeding 
no cwt. in weight laden. 

880 

1,320 

880 

1,320 

(g) Goods vehicles exceeding no cwt. but not exceeding 

150 cwt, in weight laden. 

1,080 

1,620 

1,080 

1,620 

(h) Goods vehicles exceeding 150 cwt. but not exceeding 

180 cwt. in weight laden. 

1,280 

1,920 

1,280 

1,920 

(t) Goods vehicles exceeding 180 cwt. in weight laden. 

(j) Additional tax payble in respect of goods vehicles used for 
drawing trailors— 

1,400 

2,100 

1,400 

2,190 

(i) For each trailor not exceeding 20 cwt. weight laden 

80 

120 

80 

120 

(«) For each trailor exceeding 20 cwt. but not exceeding 

60 cwt. in weight laden. 

300 

450 

300 

450 

(m) For each trailor exceeding 60 cwt. in weight laden 
Provided that two or more goods vehicles shall 
not be chargeable under this clause in respect 
of the same trailor. 

Motor vehicles plying for hire and used for the transport of 
passengers :— 

609 

9°0 

600 

900 

(a) Vehicles to carry in all not more than 5 persons 

320 

480 

320 

480 

(b) Vehicles to carry more ttian five for every person 

5. Motor vehicles not constructed to carry any load used for 
haulage and weighing together with largest number of 
trailers proposed to "he drawn 

80 

120 

80 

120 

(j) Not more than 80 cwt. laden ..... 

200 

3°0 

200 

300 

(b) More than 80 cwt. but not more than 120 cwt. laden . 

480 

720 

480 

720 

(c) More than 120 cwt. laden ..... 

6 . Motor vehicles other than those liable to tax under the fore¬ 
going provision of the Schedule :—- 

1,080 

1,620 

1,080 

1,620 

(a) Weighing not more than 15 cwt. unladen . 

70 

100 

70 

100 

(b) Weighing more than 15 cwt. and not more than 30 
cwt, unladen. 

100 

150 

100 

150 

(<?) Weighing more than 30 cwt. and not more than 45 cwt. 
unladen. 

125 

200 

125 

200 

(d) Weighing more than 45 cwt. and not more than 60 cwt. 
unladen. 

160 

240 

160 

240 

(e) Weighing more than 60 cwt, unladen . 

Additional tax for drawing trafiors— 

200 

250 

200 

250 

(i) for each trailor not exceeding 1 ton weight unladen 

40 

60 

40 

60 

(») for each trailor exceeding 1 ton 

80 

120 

80 

120 
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STATEMENT I—A—contd. 


Bihar and Orissa Motor Vehicles Taxation Act 


Serial 

No. 

Descriptions 

Old rate 

of tax 

Amended rate of tax 

Remarks 

For pneu¬ 
matic tyres 

Others 

For pneu- Others 
matic tyres 

1 

2 

3 . 

4 

5 6 

7 


Rs. Rs. Rs. Rs. 


I. Cycles (including Motor Scooters and cycles with attachment 
for propelling the same by mechanical power) not exceed¬ 
ing 8 cwt. in weight unladen 


(a) Bicycles— 

(i) not exceeding 200 lbs* in weight unladen 

(it) exceeding 200 lbs, in weight unladen , 

(m) if used for drawing a side car or trailor in 
to the tax payable under (i) and (if). 
(A) Tricycles ^. 


• 

15 

30 

40 

• 

20 

40 

50 

addition 

5 

10 

10 

. 

25 

40 

50 


! 


a. Vehicles for invalids. 

3. Vehicles constructed or adopted for use solely for transport 
of goods in the course of trade— 

(t) not exceeding 12 cwt. in weight unladen , 

(ii) exceeding 12 cwt. but not exceeding i ton unladen . 
(«t) exceeding 1 ton but not exceeding 2 tons unladen 
(j») exceeding 2 tons but noj exceeding 3 tons unladen 

(v) exceeding 3 tons but not exceeding 4 tons unladen 

(of) exceeding 4 tons but not exceeding 5 tons unladen 

(wi) exceeding 5 tons but not exceeding 6 tons unladen 

(wit) exceeding 6 tons for every additional ton . 

(ix) if used for drawing a trailor in addition to the tax 
payable under (i) to {viii) for each trailor* 

Provided that two or more vechicles shall not be chargeable 
under this clause in respect of the same trailor. 

4, Vehicles flying for hire and used for conveyance of passengers— 

(i) seating not more than 7 persons .... 
(it) seating more than 7 but not more than 9 persons . 
(tit) seating more than 9 upto 19 for each seat 
(u>) seating more than 19 up to 22 for each seat 
(0) seating more than 22 up to 26 for eaclp seat 

(vi) seating more than 26 for every additional seat . 

5. Vehicle other than those liable to tax under the foregoing 
provisions of ihe schedule— 

(a) seating not more than one person .... 

(b) seating not more than three persons 

(c) seating not more than seven persons .... 

(d) seating more than 7 for any additoinal person over ( c) 

above. 


5 5 3 <=> 40 


100 

125 

200 

300 

Up to 1 ton laden weight 

125 

175 

400 

600 

Up to 1 1 / tons laden wei¬ 


ght. 

250 

35 ° 

480 

720 

Up to tons laden 



weight. 

300 

400 

600 

900 

Up to 3 tons laden weight 

400 

600 

720 

1,080 

Up to tons laden 



weight. 

500 

700 

880 

1,320 

Up to si tons laden 
weight. 

650 

850 

1,080 

1,620 

Up to 7i tons laden 



weight. 

250 

450 ' 

1,280 

1,920 

Up to 9 tons laden* weight 

' 1,400 

2,100 

Exceeding 9 tons* 
Additional tax for trailor 

50 

50 

80 

120 



up to 20 cwt. 



300 

450 

Additional tax for 20 to 60 



cwt. 



600 

900 

Additional tax exceeding 


60 cwt. 


130 

170 

320 

480 Seating up to 5 persons. 

206 

250 

80 

120 For every additional per¬ 
son’s seat. 

12 

15 

*• 


16 

20 

•• 


26 

32 



36 

, 45 

in 

See SI. 5 in Madras Motor 
Vehicles Taxation Act— 

300- The calculation is accord- 
720 ing to the basis of that 

1,620 Act. 

*5 

15 

** 

* * 

30 

30 

70 

100 See SI. 6 in Madras Motor 
Vehicles Taxation Act—- 

50 

65 

100 

150 The calculation is 

according to the basis of 
that Act. 

20 

25 

130 

160 

1 200 

200 

240 

300 



40 

80 

60 

120 
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STATEMENT I-B 

Rates of Motor Vehicle Tax recommended by Motor Vehicle Taxation Enquiry Committee, 1950 


Class of Motor Vehicle Yearly Tax Remarks 


A —Vehicles using Motor Spirit as fuel only 

1. Motor Cycles , Rs. 18 flat rat^ ....... Note. —^paragraph 141*1 and 

B below for recommendations 
on taxation of motor vehicles 
using other fuels. 

2. Motor Cycle combinations (for private use) Rs. 24 flat rate ....... Motor Cycle combinations, tri¬ 

cycles, tongas, taxis, delivery 
vans with these vehicles, and 
all two or three-wheeled motor 
vehicles plying for hire and 
reward are to be taxed under 
items 4 and 5. 

3. Motor Cars (private motor vehicles) . Rs. 15 per every 500 lbs. unladen weight or part thereof If licensed for use for hire or 

up to 2,500 lbs. plus Rs. 25 for every additional 500 reward, these are to be taxed 

lbs. unladen weight or part thereof beyond 2,500 lbs. under items 4 and 5. 

4. Goods vehicles (Public and Private carriers ) Up to 1,000 Jbs. licensed laden weight Rs. 100 

1,000 lbs. to 4,000 lbs. Rs. 100 plus Rs. 20 for every 
additional 500 lbs. or'part thereof Tax on 4,000 lbs. 

Rs. 220. 

4,000 lbs. to 8,ooo lbs. Rs. 220 plus Rs. 25 for every 
additional 500 lbs. or part thereof. Tax on 8,000 lbs. 

Rs. 420. 

8,000 lbs, to 18,000 lbs. Rs. 420 plus Rs. 30 for every 
additional 500 lbs. or part thereof. Tax on 18,000 lbs. 

Rs. 1,020. 

18,000 lbs. and over Rs. 1,020 plus Rs. 100 for every 
additional 500 lbs. or part thereof. 

5. Public passenger vehicles . . . Licensed capacity including standing passengers but 

excluding driver and conductor. 

(1) Cabs (Contract carriages) . . . 3 to 4 persons, 3 wheelers Rs, 200, 4 wheelers Rs. 300. Includes tonga, taxis and light 

cars not over 2,500 lbs, unladen 
weight, 

4 to 8 persons * Rs. 400 plus Rs, 50 for every additional * Includes alj vehicles over 2,500 
person beyond 4. Tax for 8-sea ter cab, Rs. 600. lbs. unladen weight. 

(2) Buses (Stage carriages) . . . 8 to 20 persons Rs, 600 plus Rs. 80 for every additional 

person beyond 8. Tax for 26 seater bus Rs. 2,040, 

26 to 32 persons. Rs. 2,040 plus Rs. 60 for every addi¬ 
tional person beyond 26. Tax for 32-seater bus Rs* 

2,400. 

32 persons and above Rs, 2,400 plus Rs. 40 for every 
additional person beyond 32. 


B— Vehicles using fuels other than Motor Spirit 

x. Motor Cycle No surcharge. 

2. Motor Cycle combinations . . . No surcharge. 

3. Motor Cars , . , . , No surcharge. 

4. Goods vehicles (public and private carriers) Taxes as in A, plus a surcharge of Rs. 500 per annum. 

5. Passenger vehicles— 

(1) Cabs . . , . . . . . , . No surcharge, 

(2) Buses (stage carriages) ...... Taxes as in A, plus a surcharge of Rs, 800 per annum. 


pensation to the local authorities in South Orissa, which 
were levying and collecting a tax under the Madras 
Act V of 1927. The rate of compensation payable to 
the local authorities and the manner of its determination 
have been prescribed in section 13 of the Act. 

2. Amendments. —The Act was amended by Orissa Act 
IX of 1949 and the amendments came into force from 
the 1st January 1950. 

Under section 3(4) of the Act, the term 'entertainment' 
includes any exhibition, performance, amusement, game 
or sport to/Which persons are admitted for payment. The 
tax is levied on all payments for admission to any 
entertainment and is realised from the proprietors of 
such entertainment, who usually purchase stamps from 
the treasury arid affix them to tickets. The State Gov¬ 
ernment may allow any proprietor (a) to compound tax 
payable in respect of any entertainment for a fixed 
sum or (b) to pay the tax due by means of a consoli¬ 
dated payment at a percentage of the gross receipt from 
the entertainment. The Act and the rules also provide 
for refunds, recovery of arrears and penalities for 
offences. 

3. Rates of the tax. —Under section 4 of the Act, as 
amended in 1949, the tax is levied at the following 
rates :— 

3. Rates of the tax. —Under section 4 of the Act, as 
ment excluding the amount of the tax— 

(a) is up to one rupee . Twenty-five percentum of such 

payment. 

(b) is more than one rupee Thirty-three and one-third per- 

but not more than centum of such payment, 
three rupees 

(c) is more than three rupees Fifty percentum of such 

payment. 


STATEMENT II 

Statement showing Gross Collections and cost of 
Collections under Motor Vehicles Taxation Act 


(Rupees in thousands) 



Year Gross Cost of 

Collection Collection 

1946-47 . 

3,69 

10 

1947-48 . 

4,91 

10 

1948-49 . 

8,21 

17,26 

II 

1949-50 . 

29 

1950-51 

22,81 

30 

1951-52 . 

28,78 

30 

1952-53 • 

29,77 

(Revised Estimate) 

33 

1953-54 - 

29,87 

(Budget Estimate) 

34 


ENTERTAINMENT TAX 

Section I.— Factul Background 

1. Brief summary of the main features of the tax .— 
Entertainment tax is levied and collected in this State 
under the provisions of the Orissa Entertainment Tax 
Act, 1946 and the rules made thereunder, i.e., the Orissa 
Entertainments Tax Rules, 1947, which came into force 
from the 1st April 1947. The Act repealed the Madras 
Local Authorities Entertainment Tax Act, 1926 (Madras 
Act V of 1927) with provisions for payment of Com¬ 










An exception has, however, been made in case of 
dramatic and music performances for which the tax 
is calculated at the rate of twenty-five per cent ir¬ 
respective of the amount of payment. 

These revised rates were introduced with effect from 
the 1st January 1950 with a view to augmenting the 
State revenues. The rates in force prior to the 1st 
January 1950 were as follows : — 

Where the payment, excluding the amount of the 
tax— 

Rs. As. Ps, 

(t) was more than two annas but less than four annas 006 

(u) was four annas or more but less than eight annas 010 

(m) was eight annas or more but less than one rupee 020 

(iff) was one rupee or more but less than two rupees 040 

(t>) was two rupees or more but not more than three 080 
rupees* 

(vi) was in excess of three rupees . . ,100 

Under section 8 (1) of the Act, entertainments devo¬ 
ted to philanthropic, religious and charitable purposes, 
entertainments provided by non-profit making institu¬ 
tions for educational, scientific purposes or for promot¬ 
ing public health, agriculture or industry can be exem¬ 
pted from taxation. Under section 8 (2), the State Gov¬ 
ernment can also exempt any entertainment or audx- 
ance from the tax. 

4. Administrative set-up.—The Board of Revenue 
administers the tax as head of department, subject 
to general control by Government in the Revenue 
Department, The Collectors carry on the provisions of 
the Act in their respective districts with the help of 
officers of the Revenue and Police Departments. The 
Collectors issue permits to the Proprietors of entertain¬ 
ments on receiving a security deposit from the latter. 
Assessment and collection of the tax is made according 
to the principles laid down in section 7 of the Act. 


5. Cost of collection and receipts and trends of recei¬ 
pts, etc,,— 

, (Rupees in thousands) 


Year 

Expendi¬ 

ture 

Receipt 

Percentage 
of expendi¬ 
ture to reve¬ 
nue 

1947-48 . 

14 

i >24 

11*3 

1948-49 . 

14 

'.73 

8 m 

1949-50 . 

36 

3,69 

10*0 

I 95 °' 5 I • 

19 

5 . 5 i 

3-5 

1951-52 ■ 

26 

5.*>7 

4-6 

1952-53 (March final) 

23 

5.08 

4*6 

1953-54 (Budget) 

23 

5.57 

4 -i 


The increase in the receipts from the year 1949-50 
is due to integration of the State areas budget with 
the Provincial budget As stated earlier, the rates were 
enhanced from the 1st Januaiy 1950, and therefore, the 
receipts from, the year 1950-51 have shown an upward 
trend. 

6. Arrears —Section 10 provides for recovery of the 
arrears of the tax mostly as arrears of land revenue. 
As the tax is realised in the shape of stamps, there 
are practically no arrears. 

7. Evasion and Avoidance .—Considering the number 
'of entertainment houses in the State, the evasions are 
few. The possible methods of evasion have been 
enumerated in the answer to question No. 174 in section 
II of this note. These types of evasions can be mini¬ 
mised by— 

(a) the appointment of more inspecting staff, 

(b) mechanical counting of visitors, 

(c) restriction in the number of complimentary 
tickets, and 

(d) collection of the tax by stamps in general. 

Admission of persons to entertainments in contra¬ 
vention of the provisions of section 6, failure to pay 
the tax due within the prescribed period, fraudulent 
evasion of the tax and contravention of any of the 
provisions of the Act are punishable under section 14 
with fine to the extent of Rs. 500 plus the amount of 
the tax due. Offences under the Act are compoundable 
under section 15. 


Section II— Replies to the Questions Bearing on the 

Tax 

Question No. 172, 

The rates of the entertainment tax in this State have 
been enumerated in paragraph 2 of section I. It would 
be noticed that the rates of the tax are above 20 per 
cent of the gross earnings in all the cases. The State 
Government, however, do not agree with the view of 
the Film Enquiry Committee that the incidence of the 
tax on the cinema industry is too heavy. The expe¬ 
rience in this State also does not support the conten¬ 
tion that the rates have reached the point of dimini¬ 
shing returns. 

Uniformity in rates of duty is not desirable at the 
present moment owing to variations in the conditions 
obtaining in different States. The question was in fact, 
discussed at an all-India level in last Finance Ministers* 
Conference and the divergent points of view both for 
and against the proposal were placed before the con¬ 
ference. It was, however, agreed after discussion that 
the question should be left to the discretion of the 
State Governments. The Government of India have again 
pressed that a uniform rate of tax at 20 per cent, of the 
gross earnings should be levied, but the State Govern¬ 
ment have not been able to agree with this suggestion 
as the present rates in the State are higher, as explain¬ 
ed earlier, and acceptance of the suggestion would mean 
considerable loss of revenue. 

Graduation in the rates of Entertainments tax has 
been effected m this State by increasing the rates of 
the tax according to the value of the tickets for diffe¬ 
rent classes and this is justified by the principal of 
equity as the incidence of the tax is heavier on the 
richer classes. To encourage dramatic and musical 
performances, a flat rate of 25 per cent, is being levied 
on all tickets irrespective of their value. The State 
Government do not consider any modification of the 
rates at the present moment. In this State, of the 
total ^ receipts from entertainments tax, roughly 1 per 
cent is realised from entertainments other than Cinemas. 

A break up of revenue on the basis of different classes 
of tickets is not possible as no separate accounts have 
been maintained for the purpose. 

Question No. 173. 

Principles (i) and (ii) have been adopted in this 
State and educational films and charity shows have 
been exempted. Principle (iii) has been partly recog¬ 
nised by charging the lowest class at a comparatively 
lower rate of tax. No wholesale exemption of this class 
from tax burden is desirable as this is more or less a 
luxury taxation. As stated earlier, dramatic and musi¬ 
cal shows are taxed at the lowest rate in order to encou¬ 
rage the development of these cultural activities in 
this State, in view of their present backwardness. 

Question No. 174. 

The evasion of entertainments tax is not consider¬ 
able in this state considering the fact that the number 
of entertainment houses is very small. 

The possible methods of evasion are— 

(1) Entertainment Tax lables may not be affixed on 
tickets when the Proprietor of the house hopes to evade 
check particularly during succeeding shows when he 
finds the check in the first show not very correct. 

(2) The Tickets at the time of effecting admission are 
so carefully torn that the full Stamp label is left in the 
hands of the gatekeeper, offering scope for the manage¬ 
ment thereby to reuse the same and continue the pro¬ 
cess till it is torn. 

(3) The counter foils of the tickets are maintained in 
duplicate to manipulate accounting of tickets. 

(4) Known customers are admitted on Card Passes 
to give the impression to the checking staff that they are 
bona fide pass holders, while Collecting the usual charges 
from them secretly. 

(5) Alterations in seats are sometimes made. The fraud 
practised in this direction is that the number of seats 
are increased without the knowledge of the checking 
staff, who have report of lesser number of seats with 
them. The surplus Seats are thus utilised in admitting 
inquisitive visitors from whom money collection is 
actually made without issue of tickets. This is more true 
m the case of customers occupying the floor area. 

(6) Mobile entertainment parties sometimes find a 
balance of stock of entertainments tax stamps in their 
hands at the final closure of their houses in a particular 
area and for reasons of hurry in going out to another 
station outside the State, they find convenient to sell off 
their balance Stock of Stamps to a local Cinema owner 
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at a definitely lower price of its face value thereby 
giving chance to the local Cinema owner to utilise these 
additional Stamps by manipulation of accounts. 

( 7 ) Sometimes changes for currency notes are denied 
at the counter on the plea of absence of small coins and 
the enthusiastic visitor is allowed admission with the 
grant of a chit with the understanding that money would 
be exchanged afterwards. After the show is over, the 
transaction is made, (the visitor compelled to approach 
the booking office where his currency note is deposited! 
without issue of any tickets, for which there exists no 
practical need. 

(8) To avoid congestion and rush, booking is made in 
advance say four or five hours before the show begins 
or even earlier and special tickets are issued to many, 
marked “ Advance ” without Entertainment Tax label 
on it. The booking clerk advises the purchasers to get 
these tickets exchanged at the Counter at the time of 
actual admission, for stamped tickets, the practice of 
which is, however, never observed, as a consequence 
the Proprietor misappropriates the tax. 

To minimise evasion, appointment of extra staff with 
more rigid control is one way out. Another method is 
to have mechanical counting of visitors. 

There should be a restriction on the number of compli¬ 
mentary tickets, say up to the limitation of 10 per cent, 
for every class. 

Collection should be made more generally by stamps. 

Question No. 175. 

The extension of scope of application of the Tax to 
any other organised and conveniently taxable forms of 
entertainments is not possible as far as this State is 
concerned. There is also no necessity to exclude any 
entertainment from the scope of the tax at present, 

12. ELECTRICITY TAX 
Section I— Factual Background 

1. Brief summary of the main features of the tax .— 
According to the provisions of Entry 53 of List II of the 
seventh schedule to the constitution, the State Govern¬ 
ment can levy a tax on sale or consumption of electricity 
subject to the restrictions contained in articles 287 and 
288. No such tax has, however, been levied in Orissa so 
far. The reason is that development of electricity in this 
State is only at its initial stage. Attention to the develop¬ 
ment of electricity has been given only in recent years 
while other States started very much earlier. Having 
been tagged to different States at different times, the 
development of Orissa was very much neglected as a 
result of which the consumption of electricity in the 
State is very low as would be evident from the following 
figures : — 



States 

Generation Consumption 
in April* 53 in April*53 
in K. W. T. inK. W. T. 
in million in million 

Orissa 

. 

0-833 

0*562 

West Bengal 

* * i 

. 116-757 

IOO*548 

Bihar 


12*339 

IO*6l7 

Bombay . 


174-781 

I 50*507 

Madras 


49-140 

43-758 

Punjab 


* 5’333 

8*036 

U.P. 


5 , "°59 

43-058 

Assam 


. o-624 

o -539 


Among all^the Part A States, excepting Assam, the 
amount of electricity generated and consumed is the 
lowest in Orissa. Consumption per head is also the 
lowest in Orissa as can be seen from the figures given 
below : — 


Delhi 

States 



Per capita 
consumption 

105-0 

Bombay 




47'7 

West Bengal 




40*7 

Mysore 




39 *° 

Pcpsu 

Madhya Bharat . 
Bihar 




k 23*0 

Hyderabad 

Madhya Pradesh 
Rajasthan 

Assam 



: . 

05 

Orissa 

. 



• 0*25 


The rates charged in the State are also high rising 
up to nine annas per unit for domestic consumption and 
five annas for industrial consumption. The lowest rate 
prevailing for industrial consumption is three annas per 
unit with rebate of half anna which is very high in com¬ 
parison with rates prevailing in other States and this 
stands on the way of industrial development of the 
State. Since development of electricity is at its infant 
stage and since the rates are already high, a tax on con¬ 
sumption or sale of electricity at this stage would be 
definitely harmful to industrial development. Besides 
as the State is now anxious to build up load for utilis¬ 
ing power expected from Hirakud and Duduma, imposi¬ 
tion of such a tax, which will not bring in much revenue 
immediately, is likely to retard the progress of indus¬ 
trialisation of the State. Taking all these factors in to 
account, the State Government have decided to defer 
the question for the present. 


Section II— Replies to the Questions bearing on the 

tax 

Question No, 176. 

As stated earlier, tax on the consumption or sale of 
electricity is not desirable in this State at the present 
stage of its development. It would not only increase the 
cost of production of the various industries but its 
incidence would also be different on different industries 
in view of the different in the ratio of the cost of power 
to the cost of the finished products. For instance, in case 
of Chemical industires like the manufacture of alu¬ 
minium, ferromanganese, custic soda etc., which are 
contemplated for Orissa, the cost of electricity is not 
only large per ton of product but the energy consumed 
per ton of produce varies very largely with the goods 
manufactured and so will not only affect the development 
of these industries adversely, but the incidence of tax 
will also be palpably unequal. 


As regards taxing of electricity for use for domestic 
purposes, in this State the majority of consumers use 
it only for lighting and only a small propor¬ 
tion for fans as well. The consumption of electric 
energy for other domestic purposes like frigidaries, 
heaters, radios is practically negligible. The price 
of electricity in many cases is so high that it is 
'burdensome to the poor and middle classes. Further* 
there is a large variation in the cost of electricity from 
place to place and if a flat rate of tax is levied on all 
the consumers it will add to the burden of the people, 
who are already paying a high price for electricity. If it 
is confined to certain places having electric supply at 
comparatively lower rates for domestic purposes even 
then in the case of a very large number of consumers, 
who are not well off, this will be burdensome. So if 
at all there should be any taxation on electric consump¬ 
tion, then this can be considered for domestic consump¬ 
tion only where the rate is low and where the consump¬ 
tion is above a certain free limit. Under these conditions, 
however, the tax will really not be worth collecting. 


Question No. 177. 

(a) If in spite of the difficulties pointed out above, it is 
considered desirable to tax electricity for domestic con¬ 
sumption, it would be desirable to tax it only beyond a 
certain minimum limit of consumption. The free limit 
should, normally considered, approximately be equal to 
what is sufficient for lights and fans and the balance 
representing luxury use like refrigerators and radios etc., 
should be taxed. As the tendency is towards simplifica¬ 
tion of tariff rates and reducing the number of meters, 
instead of taxing uses like refrigerators etc., and asking 
for separate meters, it would be more desirable to levy 
the tax on consumptions above a certain free limit. 
Then there will be no necessity for insisting on separate 
wiring and separate meters for different uses. 


(b) As already stated, the consumption above a certain 
limit only should be taxed. This would automatically 
give a smaller incidence of duty for smaller consumers 
and medium consumers will be less taxed per unit of 
energy consumed than large domestic consumers who 
can afford it. 


Question No. 178. 


Taxing of energy used for industrial purposes is not 
desirable at this stage. 


Question No. 179. 

So far as the tax for electricity is concerned, there 
should be no differentiation between supply of electricity 
by Government undertakings and that by private under¬ 
takings. 
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Question No. 180. 

It would certainly be desirable to tax electricity, parti¬ 
cularly, the energy used for industrial purposes, at a 
fairly uniform rate throughout the country. But, at the 
same time, it has to be remembered that the rates of 
electricity are not uniform and vary widely from State 
to State. A State with a low tariff may like to tax 
electricity at a higher rate without undue hardship to 
the industries or making industries shift away from 
the State. Again if uniformity is aimed at, some States 
who have power to spare and have not got sufficient 
industries to use it, may object to the levy of the duty 
especially at the initial stages of their development. 

13 & 14,—BETTING AND PRIZE COMPETITION 
TAXES. 

Section I—Factual Background 

Brief summary of the main features of the tax. —As 
there is no organised horse-racing in this Estate, the 
question of imposing h betting tax in the State has not 
arisen so far. There are also not any organised prize- 
competitions in this State. The State Government have, 
therefore, not yet imposed any tax on prize competi¬ 
tions. 

Section II— Replies to the questions bearing on the 

TAXES 

Question No. 181. 

It is a fact that betting tax in this country is confined 
to horse racing promoted by recognised persons or 
associations. The Government of Bengal proposed to 
impose a tax on dog-racing in 1939, but the measure 
was dropped and dog-racing was prohibited by law. An 
allied tax, which is levied by some States, is a taxation 
on lotteries. On the question whether betting and lotteries 
are fit subjects for taxation, widely divergent views are 
held by economists. According to some, betting is a fool's 
game where men often make the absurd presumption 
in their own good fortune and by legalising betting and 
lotteries the State promotes and encourages the spread 
of this pathological condition among its people as a 
means of obtaining public revenue. Betting has no 
economic justification in as much as it results in a net 
loss of utility to society and is an unproductive occupa¬ 
tion and offers an undesirable incentive to the unproduc¬ 
tive propensities of man. Prohibition of gambling by 
law is, therefore, justified. On the other hand it is 
contended that taxed and legalised betting would regu¬ 
late it and diminish the malpractice associated with it 
and that a wrong thing is not encouraged by diminish¬ 
ing money profits from its practice. However, from the 
point of view of the principles of taxation, as it is a 
tax on windfalls, it satisfies the canons of ability and 
convenience. The collection of the tax is simple and 
cheap and it satisfies the canons of economy and cer¬ 
tainty. The promoters and the bookmakers, who are 
controlled by Government, collect the tax. It also satis¬ 
fies the canon of equity. It is, therefore, one of the few 
State taxes, which, more or less, satisfies all the canons 
of taxation. From the available information it appears 
that the rate of the tax varies from seven per cent, to 
fifteen per cent, in this country. If at all this tax should 
be levied, it is desirable that the rate of taxation should 
be fairly high taking away a substantial portion of the 
windfall gains of the winners. At the same time it should 
not be so prohibitive as to lead to widespread evasion 
and illegal betting. The rate of 15 per cent, appears to 
be a fair rate for the tax. There are two methods of 
taxation of betting. A tax is levied at a certain per¬ 
centage of all moneys paid into the totalizator or a 
similar tax is paid by the licensed bookmakers to winning 
backers. The former appears to be the better method 
of levying the tax. There is reason to believe that there 
is large scale evasion of the tax, but it is difficult to 
suggest remidies for minimising such evasion, except 
better check and enforcement by an enforcement staff. 

Question No. 182. 

In the present day Indian conditions, extension of the 
tax to any other form of betting does not seem to be 
desirable or practicable. Extending the tax to the 
different kinds of lotteries, particularly when they are 
practised on a large scale throughout the country may, 
however, be considered. 

Question No. 183. 

Though prize-competition is a-kin to betting in that 
. the same psychology of growing rich easily is at its root, 
a certain amount of skill is required in this case unlike 
betting where the element of luck is predominant. It is, 
however, a tax on windfalls and as such a good tax from 
the point of view of canons of taxation. In view of the 
fact that certain dubious methods are sometimes adopted 
by bogus organisations in several States, who attempt 
to cheat common people by false advertisements, it is 
necessary that prize-competitions should be strictly regu¬ 
lated and licensed under law and a tax should be levied 
on all organised and licensed prize-competitions started 
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in different States. A uniform rate of about 15 per cent, 
of the total sum received in respect of each competition 
may be aimed at though it is not necessary to take any 
positive steps to enforce uniformity in all the States in 
view of the fact that the problem is different in different 
States. Strict enforcement of the provisions about licens¬ 
ing of all prize-competition organisations and examplary 
penal action against unauthorised prize-competitions can 
prevent evasion or avoidance of tax to a considerable 
extent. 


B. LOCAL (AND ALLIED STATE) TAXES 

15. GENERAL PROPERTY TAX, URBAN IMMOVABLE 
PROPERTY TAX AND SERVICE TAXES 

Section I—Factual Background 

(a) General Property Tax .—Though there is no consoli¬ 
dated property tax in Orissa as in some other States, 
under section 131 of the Orissa Municipal Act, 1950, the 
Municipalities in Orissa have been authorised to levy, 
with the sanction of Government, * a tax on holdings 
situated in the Municipality assessed on their annual 
value and in addition to levy certain service taxes, which 
are also levied on the annual value of holdings. ‘Hold¬ 
ing' means land and buildings held under one title or 
agreement and surrounded by one set of boundaries. The 
Municipal Council may levy a tax at a rate not exceeding 
10 per cent, of the annual value of the holding, which 
means the gross annual rental, at which the holding may 
reasonably be expected to let, less a deduction in case 
of buildings only of 10 per cent, of such annual rent 
in lieu of all allowances for repairs or on any other 
account whatsoever. If there are buildings, which are 
not used for letting or residential purposes of the owner 
and whose actual cost of erection could be ascertained 
or estimated, the annual value of such buildings i» 
deemed to be an amount, which may be equal to and not 
exceed 7J per cent, of the cost of erection in addition 
to a reasonable ground rent for the land comprised in 
the holding; but where the cost of erection exceeds 
Rs. 1 lakh the percentage of the annual value to be 
levied in respect of the cost in excess of Rs. 1 lakh, 
should not exceed one-fourth of the percentage of the 
annual value of the holdings fixed by the Municipal 
Council as holdings tax. For the purpose of estimating 
the annual value, the value of any machinery or furni¬ 
ture on the holding is not taken into account. In respect 
of lands not used exclusively for agricultural purpose 
and not occupied by or adjacent and appurtenant to 
buildings, the tax is levied at such percentage of the 
capital value as may be fixed by the Municipal Council 
within the ceiling laid down by Government. In respect 
of lands used exclusively for agricultural purposes, the 
tax is levied at such proportion as is fixed on the annual 
value of such lands. Under section 141, except as other¬ 
wise provided under the Act, any tax which is assessed 
on the annual value of holding shall be payable bv the 
owner of the holding, but under section 131 (3) (b) in 
cases of lands used exclusively for agricultural purposes, 
if the lands are occupied by tenants, the tax should 
be levied in equal shares on the land-holder and the 
tenant respectively. Under section 132, holdings, which 
are used exclusively as places of public worship, Dharma- 
sala, Sarai, public burning ground etc., are exempted 
from holding tax. Besides, if the aggregated annual value 
of all the holdings of a owner does not exceed Rs. 18, 
no tax is to be levied on any of the holdings of the said 
owner. The State Government can also exempt any hold¬ 
ing used for any charitable purpose on the recommenda¬ 
tion of the Municipal Council. 

(b) Urban Immovable Property Tax.— There is no 
such tax in Orissa. 

(c) Service Tax. —As stated above, in addition to the 
tax on holdings the Municipalities have also been 
authorised under section 131 of the Act to levy latrine 
tax, water tax, lighting tax and drainage tax on the 
annual value of holdings with the approval of Govern¬ 
ment. The levy of the service taxes is subject to the 
restriction that in fixing the rate at which taxes are to 
be imposed, the Municipality should have regard) to the 
principle that the total net proceeds of the tax together 
with the estimated income from payment for the service 
for works under special contracts or otherwise shall not 
exceed the amount required for the purpose of rendering 
the service including cost of maintenance, supervision 
and collection and interest on the borrowed capital. The 
service taxes should not be imposed in any area~ to which 
services have not been extended. The rate of annual 
value of the holdings on which the tax may be imposed 
shall not exceed ID per cent, in case of water tax and 
ten per cent, in case of drainage tax without the previous 
permission of Government. In case of latrine tax the 
tax on any holding, the valuation of which does not 
exceed Rs. 25, shall not be more than Rs. 2 per annum 
and the rate of the tax on other holdings shall not 
exceed 10 per cent, of the annual value. In case of 
lighting the maximum rate of tax is 5 per cent, of the 
annual value of the holding. 
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Under section 136, a municipality may compound with 
any person liable to pay latrine tax on any premises 
used as a factory, dockyard, workshop, labour depot, 
school, Hospital, Market, Jail, reformatory, asylum etc., 
a fixed sum to be paid by him in lieu of taxes or in lieu 
of levying the tax on the annual value of the holdings 
for a period not exceeding one year* 

Water and lighting taxes cannot be imposed on lands 
used exclusively for agriculture or on any holding 
consisting only of tank or in case of water tax on any 
holding which is not within a prescribed distance 
from the nearest stand pipe or source of supply of water. 
Similarly drainage tax cannot be levied on land used 
exclusively for purposes of agriculture or on any holding 
consisting only of tanks. There is also provision in the 
Act for exemption from specified service taxes in special 
circumstances or for , particular institutions with the 
sanction of the State Government. 

Subject to the maximum rates fixed in the Act, the 
Municipal Council determines annually the rate of the 
taxes based on the annual value of the holdings and the 
Executive Officer prepares the valuation and assessment 
lists in the prescribed manner. Appeals against the 
assessment orders of the Executive Officer lie to the 
District Magistrate or such other officer empowered by 
the State Government for the purpose. There is pro¬ 
vision in the Act for reference to the High Court on a 
question as to the liability to or the principle of assess¬ 
ment of the tax. 

The taxes based on the annual value of holdings are 
payable on quarterly instalments and fall due on the 
first day of the quarter in respect of which it is payable. 
If the amount of the tax is not paid within fourteen 
days from the date on which it falls due, the Executive 
Officer can serve a notice in the prescribed form on the 
person liable to pay the tax. If the person does not pay 
the tax within fifteen days of the service of the notice, 
the amount of the arrear due with costs according to 
prescribed scales can be realised by distress and sale of 
movable property of the defaulter within six months 
after the date of service of the notice. If the recovery 
of the whole or a part of the arrear dues, cannot be 
realised by distress and sale of property, the Executive 
Officer can take the help of the Collector of the district 
for realization of the due as arrear of land revenue. 
Alternatively Municipal Council may sue the defaulter 
in a court of competent jurisdiction instead of proceed¬ 
ing by distress and sale of property. 

The Municipal Council may remit or reduce the 
amount of tax payable on any holding in cases of hard¬ 
ship or may write off any amount not exceeding Rs. 500 
as irrecoverable or any amount exceeding Rs. 500 with 
the sanction of Government, 

The Executive Officer can remit or refund taxes in 
respect of vacant holdings in certain circumstances. 

The tax due in respect of any holding, subject to the 
prior payment of land revenue, if any, is the first charge 
upon the said holding. 

Under section 44 of the Orissa Grama Panchayats 
Acts, 1948, the Grama Panchayats have been authorised 
to impose a Panchayat tax on the owner of any im¬ 
movable property and occupier of any building within 
its local area according to the circumstances and the 
property of such owners and occupiers. No maximum 
has been laid for the rate of the tax, but rule 121 of 
the Orissa Grama Panchayats Rules {lays down the 
principles of assessment Under the same section the 
Grama Panchayats can levy service taxes for water, 
lighting, drainage or latrine or conservancy. The rules 
prescribe the maximum or minimum limit of the tax, 
the principles of assessment, revision etc., and the 
manner of collections, 

16. LOCAL FUND CESSES 

(a) In the districts of Cuttack, Balasore and Puri the 
Bengal Cess Act, 1880 is in force. Cess can be levied 
under the Act on the annual value of land and annual 
net profits from mines, quarries, tramways, railways 
and immovable properties respectively. The cess is to 
be determined by the District Board provided that it 
shall not exceed the rate of annas two in the rupee 
or subject to the previous sanction of Government at 
the rate of two annas and six pies in the rupee. At 
present cess is levied at Re. 0-2-0 in the rupee. 

(b) In South Orissa cess is levied under the provisions 
of the Madras Local Board Act, 1920 on the annual 
rent value of all kinds of lands. The Act does not 
prescribed any rate within which the District Boards 
should fix their rates. There is no cess imposed on the 
annual net profits of mines, tramways, railways, immov¬ 
able properties etc., as provided in section 6 of the 
Bengal Cess Act, Under the recent amendment of the 
Madras Local Boards Act cess may be levied at a 


compulsory rate of Re. 0-2-0 in the rupee on the annual 
rent value of lands or at an optional rate of Re. 0-2-6 
in the rupee with the prior approval of Government. 
In Gan jam district cess is now levied at Re. 0-2-6 in the 
rupee. In Koraput district, however, the cess is levied 
only at Re. 0-2-0 in the rupee. 

The annual rent value of lands which are taken as 
the basis for levy of land cess in South Orissa is defined 
in section 79 of the Madras Local Boards Act. In the 
case of ryotwari lands held direct from Government 
the assessment payable to the Government for the lands 
together with any water rate, which is payable for their 
irrigation, is taken to be the annual rent value. In the 
case of inam lands held wholly or partially free of 
assessment, the full assessment which such land would 
bear if it were not mam together with water rate is 
taken to be the annual rent value. In the case of lands 
held on any other tenure the annual rent payable to 
the land holder, sub-land holder or any other inter¬ 
mediate land holder together with any water rate is 
taken to be the annual rent value.' In the case of lands, 
the assessment or the rent of which is paid in kind, the 
annual rent value is calculated according to the rates 
of rent established or paid, for neighbouring lands of 
a similar description and quality together with any 
water rate, and if this method of calculation is not 
practicable, according to any method which the Board 
of Revenue may approve. The zamindary and proprietory 
areas, which are not settled with cash rent, the Collec¬ 
tor of the district has been authorised to fix the income 
in cash and cess thereon once in three years. A pro¬ 
gramme is arranged by the Collector according to which 
he revises the income in terms of cash and the cess 
thereon once in, three years, in rotation. The cess thus 
levied is current for a period of three years till the 
next triennial revision. 

Due to the recent amendment to the Madras Estate 
Land Act there has been reduction in rent in proprietory 
and zamindary areas. The cess in zamindary areas be¬ 
ing based on the annual rental value of all occupied 
lands of whatever tenure held, there has been reduction 
in cess also. It is calculated that during the current 
financial year there will be a reduction of land cess to 
an extent of 14 lakhs of rupees in Gan jam district. Due 
to difficulties of the Ganjam District Board as a result 
of enhancement of the scales of pay of employees and 
reduction of cess demand, Government propose to give 
the Board a loan of Rs. 1,20,000 to balance its budget. 

(c) Sambalpur district, which came from Central 
Provinces, has no separate Cess Act, Before the passing 
of the Sambalpur Local-Self-Government Act, 193,9, there 
was no separate statutory basis for imposition of cess. 
Section 9 of the Sambalpur Local Self-Government Act 
made the cess, which was paid as any other dues pro¬ 
vided in the settlement records, legal. Section 134 of 
the Act provided for levy of additional cess. Cess is 
levied in Sambalpur district at the rate of 61 per cent, 
of the Kamilzama Zamindars or Malguzars and 4J 
per cent, on the rental paid by the gountiahi tenants 
and by gountias on the rental value of their bhogra 
lands and 44 per cent, of the ryotwari tenants of their 
rental value. The existing position in regard to the 
payment of cess in different parts of Sambalpur district 
is follows:—In Khalsa gountiahi villages the gountias 
pay cess at 44 per cent, on the rental valuation of their 
bhogra and gountiahi ryoti lands, and the tenants pay 
cess at the same rates on their rents. In ryotwari 
villages the tenants pay cess at 44 per cent, of their 
rent. In Zamindary and Malguzari estates the tenants 
do not pay any cess. The Zamindars and Malguzars pay 
cess of the whole estate calculated at 44 per cent on 
the Kamilzama which is 60 per cent, of the assets. In 
the ex-Central Provinces areas of Sambalpur district 
the proprietor of every estate pays cess at 64 per cent, 
on the land revenue, not the rental, of their bhogra 
land. The tenants of the Khalsa villages pay cess at the 
same rate on their revenue assessment. In the Khariar 
Zamindary the Zamindar pays cess at 64 per cent, of 
the Kamilzama, All these assessments have been lega¬ 
lised in the Sambalpur Local-Self-Government Act, The 
question of increasing the cess income of the Sambalpur 
District Board presented difficulties due to the peculiar 
kind of land tenure obtaining there. With the recent 
amendment to the Sambalpur Local-Self-Government 
Act the District Board has been authorised to levy 
an additional cess on Kamilzama of the Zamindary and 
Malguzary areas. The Board has been given option 
to levy the additional cess up to the maximum of 64 
per cent, of the Kamilzama and further to increase the 
rate by 3 1/8 per cent. At present, in Sambalpur, cess 
a levied at 64 per cent, 

(d) In the ex-State areas cess has been levied at the 
consolidated rate of annas two on the rupee, but the 
areas which were paying cess at lower rates, have been 
allowed to pay cess at the existing Darbar rates. 

Provision has been made in the Orissa Local Govern¬ 
ment Act, 1950 for levy of cess by District Boards up 
to Re. 0-4-0 in the rupee of rent, but the Act has not 



yet come into force. As the Local Government Act, 
1950 is not likely to be brought into operation Govern¬ 
ment have formulated the Orissa Cess Bill to bring 
about uniformity in the principle of levy of cess and 
the Bill is going to be introduced in the^ Orissa Legis¬ 
lative Assembly shortly. 

17. OCTROI AND TERMINAL TAXES 

(a) Octroi ,—Sambalpur was a part of Central Pro¬ 
vinces and on the 16th October 1905 it was added to 
Bengal. Later in 1912 it became a part of the late 
Province of Bihar and Orissa. While the Bengal Muni¬ 
cipal Act was in force in districts of Cuttack, Puri and 
Balasore, the Central Provinces Municipal Act, 1903, 
was in force in Sambalpur. In 1915 the Government 
of Bihar and Orissa by notification No. 10641-M., dated 
the 10th August 1915, under sections 20 and 150 of the 
Central Provinces Act applied the Central Provinces 
Octroi Rules to the Sambalpur Municipality with certain 
modifications. The Rules have continued since then 
under the various enactments issued from time to time. 
The Rules for the assessment, collection and refund of 
octroi in the Sambalpur Municipality are contained in 
Annexure 1. 

Octroi duties were levied in Deogarh in Bamra State 
on the authority of a resolution issued by the Durbar in 
1945. Similarly, octroi was levied in Sonepur and Binka 
areas in Sonepur State on the authority of rules framed 
by the Sonepur Durbar in 1943. The rules relating to 
the levy of octroi in Sonepur, Deogarh and Binka during 
the time of Durbar administration were continued under 
the relevant provisions of the Bihar and Orissa Muni¬ 
cipal Act, the Orissa Municipal Act, 1950 and the Orissa 
Merged States Laws Act, 1950. 

(b) Temninal Taxes ,—There is no levy of terminal 
taxes on goods in the Municipal areas. But there is levy 
of terminal tax on passengers carried by railway to the 
Puri Zone which is authorised by the Government of 
India. This terminal tax within the Puri Zone consisting 
of 30 miles is being levied and collected through the 
agency of the railway authorities. The income from 
this source is to the tune of Rs. 45,000 and this is 
assigned to the Lodging House Fund Committee consti¬ 
tuted under the Bihar and Orissa Pilgrimage Act 1920. 
This amount is spent by the Committee for water- 
supply and sanitary purposes. The income along with 
other incomes of the Lodging House Fund Committee 
is mainly utilised for maintaining the water works in 
the Puri town. The rate of tax authorised by the 
Government of India is Re. 0-3-0 for first class, Re. 0-2-0 
for second class, Re. 0-1-6 for inter class and Re. 0-1-0 
for third class. But the income to the Committee at 
the above rates being too inadequate for development 
purpose in Puri town, which is a place of all-India 
importance, Government of Orissa moved the Central 
Government to take up legislation to double the existing 
rates. The final decision of the Government of India 
has not yet been communicated. 

18. TAXES ON GOODS AND PASSENGERS CARRIED 
BY ROAD OR ON INLAND WATER-WAYS. 

The Government of India who were addressed to 
double the rates of terminal tax, advised that the State 
Government should levy a terminal tax on passengers 
carried by public buses by road to the Puri Zone. The 
Orissa Government, therefore, amended the Bihar and 
Orissa Places of Pilgrimage Act, 1920 and by rules under 
the amended section prescribed a surcharge on each 
bus ticket at the rate of Re. 0-2-0 for first class and 
Re. 0-1-0 for second class passengers. The income from 
this source is very small. 

19. PILGRIM TAX. 

There is no levy of pilgrim tax in any of the muni¬ 
cipal areas in the State. There is also no provision for 
such levy in the Orissa Municipal Act of 1950. 

20. TAX ON FLOATING POPULATION IN THE 
BIGGER CITIES. 

There is no tax on floating population anywhere in 
Orissa. Cuttack has become a city only recently and 
there is no case to impose such a tax in Cuttack. 

21. POLL TAX. 

There is no * Poll tax f in Orissa as contemplated in 
question No. 218. Poll tax is leviable by Municipalities 
under section 131 (1) ( h ) on animals, carts, carriages, 
other than motor vehicles carrying goods and passengers 
and entering the Municipality where a festival or fair 
is held and notified by the Municipal Council for the 
purpose. The tax is leviable at the rates prescribed by 
Government by rules. The rates are nominal. 

22. TAXES ON VEHICLES, ANIMALS AND BOATS. 

The Municipalities have been authorised to levy a 
tax on carriages, carts, horses and other animals, name¬ 
ly, carriage drawn by horses, bycycles, rickshaws, poni¬ 


es donkeys, etc. The rates have been laid down in 
Schedule III to the Act. The tax is regulated under the 
provision of the sections of 176 to 188 of the Orissa 
Municipal Act. The system of tax is regulated by 
grant of licenses on payment of the tax. 

The Grama Panchayats have been authorised to levy 
a fee on the owners of vehicles kept in the Panchayat 
area and a fee on the registration of animals sold within 
the local area. 


23. TOLLS. 

Levy of tolls is not authorised under the Orissa 
Municipal Act, 1950. There is provision for levy of tolls 
by the District Boards of Sambalpur and the Coastal 
districts of Cuttack, Puri and Balasore under the 
Sambalpur L. S.-G. Act, 1939 and the Bihar 
and Orissa L. S.-G. Act of 1885 respectively. But 
the District Boards in the coastal districts do 
not levy any tolls. The Sambalpur District Board 
was levying a toll on the Pontoon Bridge over the river 
Mahanadi ; but after the Central Government con¬ 
structed the rail-cum-road bridge at Hirakud the toll 
has been abolished. Under the Madras Local Boards 
Act and the Madras District Municipal Act, there was 
provision for levy of tolls by the District Boards and 
Municipalities'; but this .power has been withdrawn 
by the Madras Act III of 1931 (Madras Motor Vehicles 
Taxation Act, 1931). Local bodies except Grama Pan¬ 
chayats, are, therefore, now completely deprived of any 
income from tolls. 

The Grama Panchayats have been authorised under 
section 44 of the Act to levy tolls on vehicles, pack 
animals and porters bringing goods for sale in the 
local area of the Grama Panchayat, The maximum and 
minimum rates leviable have been laid down in the 
rules under sub-section (3) of section 44 of Orissa 
Grama Panchayats Act, 1948 as amended in 1950, the 
District Boards have been prohibited from imposing any 
tax, toll, fee or rate leviable by the Grama Panchayats 
under sub-sections (1) and (2) thereof in any local area 
of a Grama Panchayat. 

24. PROFESSION TAX 

Profession Tax is leviable under the Madras Local 
Boards Act and the Madras District Municipalities Act, 
1920 in District Board, Union Board and Municipal 
areas. The maximum tax leviable was Rs. 550 a year on 
a person* Under the Profession Tax Limitation Act, 
1941 the levy was limited to Rs. 50 a year. Later this 
was raised to Rs, 250 by the Constitution of India. In 
the Unified Municipal Act provision has been made for 
levy of profession tax by a Municipality up to a maxi¬ 
mum of Rs. 125 a year. But a person, whose income is 
below Rs. 3,600 a year, is exempted. A schedule of rates 
is being prescribed for the levy of this tax. The Grama 
Panchayats have been authorised to levy a profession 
tax to the extent of Rs. 50 per annum under section 44 
of the Orissa Gram Panchayats Act, 1948, as amended 
in 1950. 

The rules provide the rates at which the tax should 
be levied for various income groups. 

25. THEATRE TAX. 

There is no such tax in Orissa. The Municipalities 
have, however, been authorised to levy a license fee 
on places of public resort and entertainment. The fee 
is intended to cover the expenses which a Municipality 
is put to in carrying out sanitary measures in the place. 
The State Government levy entertainment tax on the 
theatres. 

26. TOWN IMPROVEMENT AND OTHER 
BETTERMENT TAXES. 

Betterment tax has not been provided for in the 
Municipal Act. There is a proposal to levy this better¬ 
ment tax in areas where an improvement is carried 
out. The Orissa Town Improvement Bill is under the 
active consideration of Government and when the Bill 
is enacted, Improvement Trusts may be set up and 
the levy of betterment tax in improved areas may come 
into force. 


Annexure I 

Rules for the Assessment, Collection and Refund of 
Octroi in the Sambalpur Municipality 

Assessment of Octroi 


1. Octroi shall ordinarily be levied on commodities 
included in the following cases and specified in the 
schedule approved by the Local Government ( Vide 
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notification No. 1575, dated the 3rd February 1905) and 
at rates not exceeding the rates therein entered : — 

• Articles of food or drink for men or animals. 

„ 2- Animals usually slaughtered for food. 

» 3. Articles used for lighting, for fuel or for washing. 

,, 4 . Articles used in the construction of buildings and 
articles made of wood, bamboo or cane. 

„ 5. Drugs, spices, gums and perfumes. 

» 6. Tobacco and its manufactures. 

„ 7 . Textile fabrics including piece-goods and articles of 
clothing or dress or leather or articles made of 
leather* 

„ 8. Metals and their manufactures * 

Provided that the following articles shall not he 
taxed :— 

(a) Rock oil, including pertoleum and kerosine 

(b) Opium 

(c) Fermented or spirituous liquors and drugs liable 

to excise duty 

id) Salt 

Not£ — The exemption of the foregoing articles is compulsory under the 
order contained in Resolution No. 55—60, dated the 24th April 1899, by the 
Government of India in the Home Department. 

(e) Com 

(/) Arms 

(g) Bona fide personal luggage of passengers arriving 
by rail or cart or on foot and articles intended for 
private and personal use, which have already been in 
use before being brought within Octroi limits* 

(h) Machinery worked by steam power and compo¬ 
nent parts thereof as described in No. 14 of Schedule 
IV of the Indian Tariff Act, 1894. 

(i) Articles received through the Post Office. 

(j) Necessaries (not being articles of food or drink), 
equipments and clothings procured by Officers in com¬ 
mand of troops for the direct and exclusive use of their 
men and followers, if and when accompanied at the 
time they pass the Octroi limits by a certificate of the 
Officer Commanding that they are so intended. 

(k) Goods the property in which is vested in the 
Government if and when accompanied, at the time 
they pass to Octroi limits by a certificate of an officer, 
who shall ordinarily be a gazetted officer authorised in 
his behalf by the head of the importing department, 
to the effect that they are the property of the Govern¬ 
ment and are not imported for private use or for sale. 

Explanation L —Goods the property in which is not 
vested in the Government at the time when they pass 
the Octroi limits but which are imported with a view 
to the fulfilment of a Government contract shall, when 
passing said limits be declared in writing as intended 
for the use of the Government. The duty on them shall 
then be paid. If the goods subsequently become the 
property of Government the duty paid shall be refunded 
on a certificate to that effect from the Head of the 
department concerned provided that the certificate is 
signed within 30 days of the date on which the goods 
became the property of the Government and the appli¬ 
cation, supported by the pass for the duty paid is made 
within 60 days of the date of the certificate. But no 
refund shall be given unless the declaration in writing 
referred to above is duly made. 

Explanation II .—Government does not include a 
District Council or a Local Board. 


Explanation III .—State Transport Service buses used 
in connection with State trading or running for public 
utility concern shall not be taxed. 


(l) Goods the property in which is vested in the 
Municipal Committee, if and when accompanied, at the 
time they passed the Octroi limits, by a certificate from 
the President, the Vice-President and the Secretary that 
they are the property of the Committee and are not 
imported for private use or for sale. 

(m) Head-loads of Karbi, grass, straw, Bhusa, vege¬ 
tables of all kinds (not being spices), firewood, cowdung 
cakes, thatching grass and lime-stone and grain, oil¬ 
cakes and potatoes up to five seers, mahua, single 
cocoanuts, calves under one month, lamb and kids under 
two months, road metals or materials for metalling and 
hides. 


(n) Goods in transit and taken by traders or others 
out of Octroi limits under a special exit pass granted 
at the exit outpost and brought back within 24 hours 
of the time entered in the pass. 

(o) Medicines and all other articles imported for the 
sole benefit and use of any charitable hospital and 
dispensary. 

Collection of Octroi 

1. Articles subject to Octroi duty are, wherever pro¬ 
duced, liable to pay that duty as soon they enter the 
Octroi limits, fixed by a by-law made under section 105, 
clause (m) of the Central Provinces Municipal Act 1903. 

2. For collecting the duty, out posts with suitable 
number of muharrirs and peons incharge, shall be 
established at such places on or in the immediate 
vicinity of the Octroi limits as shall be determined by 
the Committee from time to time. Branch outposts with 
peon in-charge may also be similarly established for 
intercepting the import traffic or directing it to the 
outposts. 

3. There shall be an officer called the Superintendent 
of Octroi who shall be responsible for the proper ad¬ 
ministration of the Department in all its branches. His 
office shall be called the Central Octroi Office. 

4. When necessary in the interest of trade, the Com¬ 
mittee may establish one or more branch offices with 
officials in-charge of Assistant Octroi Superintendants. 
The Committee may further appoint one or more Inspec¬ 
tors to supervise the staff at the out-posts and branch 
outposts and the working of the Octroi Department 
generally. 

5. Every Octroi Officer shall either wear a badge 
indicative of his office or shall have with him ready to 
be displayed the order appointing him which shall be 
under the signature of the Secretary of the Municipal 
Committee or any other person authorised in that be¬ 
half by the Municipal Committee, 

6. A copy of the Octroi Schedule printed or legibly 
written in the vernacular and a table showing the 
current prices of articles liable to duty ad valorem (to 
be corrected every Monday and dated and signed as 
correct by the Superintendent of Octroi) shall be posted 
at a conspicuous place at the Central and Branch Octroi 
offices and every outpost. The price shall be the cost 
price to the importer plus the cost of the carriage and 
not the price prevailing at the locaj. market. 

7. The Committee shall provide a set of scales and 
weights at the Central Octroi Office, branch offices and 
every outpost. They shall be maintained in proper order 
by the office or Muharrir-in-charge and tested once a 
quarter by the Superintendent. 

8. In anticipation of the arrival of dutiable articles 
exceeding Rs, 20 in value, the importer may, subject 
to such conditions as may with the sanction of the 
Local Government be prescribed by the Committee, 
present the invoice of such articles with a certified copy 
thereof to the Superintendent, who on being satisfied 
as to its correctness shall assess the duty in accordance 
therewith and on the duty being paid grant a pass in 
the prescribed form. The copy of the invoice shall be 
kept by the Superintendent. 

9. (a) A person in charge of articles subject to Octroi 
duty shall as soon as they are brought within the Octroi 
limits, take them to the nearest outpost, there to be 
dealt with according to these rules. 

(b) An official on duty at an outpost or branch out¬ 
post or any other person authorised by the Committee 
in this behalf may call upon a person carrying any ar¬ 
ticles, after they have entered tqe Octroi limits, to take 
them to the nearest outpost if such official or person has 
reason to think that such articles are liable to Octroi 
duty ; and thereupon they shall be so taken and if found 
on examination liable to duty, shall be dealt with 
according to these Rules. 

(c) On the arrival of dutiable articles at an outpost 
the Muharrir on duty shall call upon the person in 
charge. 

1. to declare whether they are intended— 

(a) for consumption or use within the Municipality ; 
or 

(b) for immediate export ; or 

(c) for temporary detention within the Municipality 
and eventual export; and 

(d) to give their description and where duty is 
leviable ad valorem , their value. 
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10. (a) If the articles are stated to be intended for 
consumption or use within the Municipality, the 
Muharrir shall on being satisfied as to the correctness 
of the description and value as given, assess the duty 
and demand its payment and on such payment being 
made grant a pass for the articles in the prescribed 
form. He shall be bound to supply the payer with such 
charge, not exceeding one rupee, as he may require 
to enable him to pay the duty. 

Provided that where duty has been paid in advance 
under rule 8 the Muharrir shall on the surrender of 
the pass granted thereunder, grant a fresh pass, which 
shall have the same force as a pass under' this rule. 
But if it be found that the goods have broken bulk, 
duty shall be levied as if no pass under Rule 8 has 
been granted. A refund of the duty originally levied 
shall be given on application to the Superintendent, 
who shall forward it to the Secretary for orders : 

Provided further that duty on animals usually 
slaughtered for food shall be levied at the slaughter¬ 
houses where such houses have been established by the 
Committee. 

(b) The Committee may, with the previous sanction 
in writing of the Deputy Commissioner and subject to 
such conditions and safeguard as may be found neces¬ 
sary in each case, permit any trading or manufacturing 
firm to import dutiable articles without paying duty at 
the out post. In such cases the duty shall be paid at 
the Central Octroi Office at such times and at such 
intervals as the Committee may prescribe. 

(c) Duty shall not be levied at the time of import on 
articles imported for manufacturing purposes in any 
jail which is situated within Municipal limits. The 
manufactures actually sold by such jail to the public 
will, however, be taxed. At the close of each month the 
Superintendent of the jail forward to the Municipal 
Committee a statement showing the amount of dutiable 
raw material used in the articles sold tp the public dur¬ 
ing the month and shall send the amount of duty levi¬ 
able thereon. Such manufactures as are used in the 
jail or supplied to other jails or Departments of Govern¬ 
ment are exempted from taxation. 

11. Articles liable to duty ad valorem shall be assess¬ 
ed according to their value as shown in the table of 
current prices maintained under rule 6, If any article 
is not entered in the said table, the Muharrir shall assess 
the value as he deems fit, but with due regard to the 
value declared by the person-in-charge. 

12. (a) If the Muharrir sees reason to doubt a declara¬ 
tion made under Rule 9 or his assessment is disputed, 
he shall accept such duty as the person-in-charge agrees 
to pay and shall then send the articles to the Central 
Office with a report of the circumstances. 

(b) In cases where duty has been paid under Rule 8, 
if in the judgment of the Muharrir, the articles brought 
do not correspond with the entries in the pass granted 
under Rule 8, he shall send such articles to the Central 
Office with a report of the circumstances. 

13. In cases dealt with under Rule 12; if the Superin¬ 
tendent finds that the amount or value of the goods 
exceeds the declared amount or value he shall recover 
the extra duty payable. Should the excess be more than 
15 per cent, double duty shall be realised on the whole 
consignment and a receipt given for the same. This rule 
will not prevent a criminal prosecution in any case in 
twhiCh it may appear desirable. The Superintendent 
shall keep a separate register of the payment of such 
double duties and shall make a note of any cases in 
which the Octroi officers have unnecessarily sent goods 
to the Central Office for examination. 

14. There shall be maintained at the Central Octroi 
Office, Branch Octroi Office and every outpost a regis¬ 
ter in the prescribed form to be called the daily collec¬ 
tion register, in which all collections shall be entered. 

15. The duty realised under Rule 10 (a) together with 
the counterpart of the pass granted by the Muharrir 
for the duty realised shall be dropped by him through 
a slit into a locked box specially kept for the purpose 
at the outpost. The key of the box shall remain with 
the Municipal Treasurer and the Secretary ; the Superin¬ 
tendent and the Inspectors shall be supplied with dupli¬ 
cate keys for \ise during their inspection. The box shall 
be taken daily to the Municipal Treasury where it shall 
be opened by the Treasurer. The latter after receiving 
the money and making the necessary entries in his 
accounts shall make an acknowledgement in the daily 
collection register. Invoice pass surrendered together 
with the counterpart of the fresh pass issued under 
Rule 10(a) shall be forwarded daily to the Central 
Octroi Office for comparison and record. 

16. If the person-in-charge of dutiable articles refuses 
or is unable to pay the duty thereon, the Muharrir shall 
send them to the Central Octroi Office with a report 
of the circumstances. 


17. (a) The Secretary, the Superintendent and Assis¬ 
tant Superintendent or Inspector or any member of the 
Committee or any other persons empowered by the 
Committee, may, on meeting a person-in-eharge of duti¬ 
able articles within the Octroi limits and before they 
have reached their destination, call upon him to show 
his pass and thereupon it shall be produced and the 
entries therein may be verified by an inspection of the 
articles. 

(b) If the t examination shows that proper duty has 
not been paid the amount due shall be realised and a 
receipt granted for it. If the person-in-charge refuses 
or is unable to produce the pass or to pay the extra 
duty the inspecting Officer may take him with the 
articles to the outpost through which they have entered 
the Octroi limits or to the Central Office and there make 
such enquiry as he thinks fit. If the proper duty is paid 
or it is found that it has already been paid the articles 
shall be allowed to be removed. In case of intentional 
evasion or short payment, double duty shall be realised. 
The payment of double duty will not bar 'a criminal 
prosecution. 

Goods imported by Railway 

18. An outpost with an Assistant Superintendent in 
superior charge shall be maintained near the railway 
station. 

19. Goods arriving by railway shall be deemed to 
have entered the Octroi limits directly they pass out 
of the railway station enclosure and shall be dealt with 
in the manner prescribed in these rules. 

20. When by previous arrangement permission has 
been obtained from the railway authorities, the Assis¬ 
tant Superintendent in-charge shall cause the entries in 
the railway delivery register to be copied daily in a 
book specially kept for the purpose and shall compare 
them with his daily collection register and with the in¬ 
voice passes surrendered and fresh passes issued under 
Rule 10 (a) above and also with the counterpart of the 
transit passes granted under Rule 26. 

21. The Committee may authorise the superior officer 
in charge to grant an invoice pass under Rule 8 in 
respect of certain specified goods, 

22. (a) Articles received by railway as “goods” or 
“parcels” under the railway rules for the bona $de 
personal use of the consignee may be taken to the rail¬ 
way outpost accompanied by a duly signed declaration 
of their description and value in the prescribed form to 
be had free of charge at the outpost or the Municipal 
office and the duty may be realised in accordance with 
such declaration and without opening the package 
containing the articles. 

(t>) If the contents of the consignment or their value 
are not known to the consignee he may send declaration 
to that railway outpost together with a deposit of eight 
annas and the consignment may then be permitted to be 
removed without being opened. A receipt will be grant¬ 
ed for the deposit. If it is subsequently found that the 
consignment is not subject to duty or if the duty be less 
than eight annas, a refund will be granted on produc¬ 
tion of the deposit receipt at the railway outpost with¬ 
in two days of the date of its issue. If the duty exceeds 
eight annas the consignee shall remit the excess to the 
outpost with the deposit receipt within two days on 
pain of being deemed to have evaded the payment of 
duty. A fresh receipt for the proper duty charged shall 
then be given. 

Note ;—The benefit of this rule shall be given to such persons as the 
Committee thinks fit. It shall not ordinarily be given to a person trading in duti 
able articles. 

Composition of Duty 

23. The Committee may permit any person to com¬ 
mute the Octroi on articles received by rail and intend¬ 
ed for his bona fide personal use into a payment in lurno 
calculated on the rental value of the house he occupies 
as assessed for the purposes of the latrine and conser¬ 
vancy tax at the following rates : — 

Rs. 

per annum 


1st Class 

On houses whose estimated monthly rental does not 6 

exceed Rs. 25, a rate of. 

2nd Class 

On houses whose estimated monthly rental is above 12 

Rs, 25 but does not exceed Rs. 50, a rate of. 

3rd Class 

On houses whose estimated monthly rental is above 18 

Rs. 50 but below Rs. 100 a rate of. 

4th Class 

On houses whose estimated monthly rental is Rs. too 24 

and above a rate of. 


Note 1 The benefit of this rule shall not ordinarily be given to a person 

trading in dutiable articles. 



24. Two or more persons occupying the same house 
shall not club their parcels and commute the duty 
thereon by one payment but must commute separately 
on the rental value of the whole house. A list signed 
by the Secretary of all persons who have commuted 
for Octroi shall be kept at the railway outpost. 

25. (a) Payment by person permitted to commute 
shall be made quarterly in advance, a quarter being 
reckoned from the first day of a month. 

(b) If such a person be absent from the station and 
no parcels are received during his absence a propor¬ 
tionate refund of his duty will be made for every full 
month of such absence provided that it has been conti¬ 
nuous. He shall be deemed not to be absent from the 
station if any member of his family remains in the 
station, whether or not occupying the house with 
reference to which the duty has been assessed. On no 
other ground shall any refund be granted. 

(c) Books of free passes in counter-foils shall' be 
supplied free of charge to persons compounding. When 
any such person desires to bring a parcel within the 
Octroi limits he shall fill up a pass and send it duly 
signed to the railway outpost and the official in charge 
after satisfying himself that the name of the person 
singing is borne on the list shall allow the parcel to be 
removed free of duty, 

26. Goods intended for immediate export and in 
transit through the Municipality shall not be subject 
to any duty. On the arrival of such goods at an outpost 
and after the declaration under rule 9 has been made 
the official-in-charge shall grant a pass in the prescrib¬ 
ed form called the “Transit pass. The goods will then 
proceed under the escort of a peon to the outpost by 
which they are to go out. As soon as they go out the 
pass will be surrendered to the Muharrir in charge of 
the exit post. After verifying the entries on the pass 
he shall certify thereon that the goods have passed 
out of Municipal limits and send the pass to the 
Superintendent : 

Provided that the person-in-charge of goods in transit 
may on arrival at a post, pay the duty according to 
the schedule for which he will be granted a receipt in 
the prescribed form called the ‘Transit duty pass’, he 
will then be allowed to proceed without any escort. 
On the arrival of the goods at the exit post without 
having broken bulk on the journey and on the surrender 
of the pass the Octroi official thereafter verifying the 
entries in the pass with the goods will refund the 
duties as entered in the pass to the person in charge 
of the goods. No refund under this rule will, however, 
be granted unless the goods arrive at the exit post 
within 48 hours of the time of payment of the duty 
as entered in the pass. This will not bar the grant of 
refund under the general refund rules, 

27. (a) For the payment of refunds under the proviso 
to Rule 26 the Committee shall make advances to the 
officials in charge of outposts according to their re¬ 
quirements. 

(b) No receipt for refund of duty under the above 
provision shall be taken from the payee but the latter 
shall affix his signature in token of having received 
payment on the reverse of the pass which he surrenders. 
Every evening the counterfoils of all transit duty passes 
issued and the original surrendered shall be forwarded 
by the Octroi officials concerned to the Central Office, 
The Superintendent will compare the counterfoils and 
the original passes and the Imprest Register and see 
that they agree and will then pass on order to the 
cashier to recoup the imprest. Any irregularity dis¬ 
covered shall be reported immediately to the Secretary. 


Refund of Octroi 

28. On the exportation of dutiable goods outside 
Municipal limits, the exporter shall been entitled to a 
refund of duty paid on them at the time of their import 
provided that : — 

(a) In a Municipality where octroi is for the first time 
imposed or where it is imposed for the first time on 
a particular article or the rate on any article is en¬ 
hanced. refund of duty at the newly introduced rate 
or at the enhanced rate shall not be given for such 
period after the imposition of the tax or the enhance¬ 
ment of the rate as the Local Government may pres¬ 
cribe. 

(b) No refund shall be given if the amount to be 
refunded be less than 4 annas or if the claim be made 
after the expiry of two months 1 from the date of export 
unless the exporter is able to explain satisfactory the 
reason for the delay. 


(c) The refund on exported goods which have been 
manufactured within the Municipality from imported 
raw materials liable to Octroi shall not exceed the 
Octroi on the raw meterials used in the manufacture. 

29. In the case of goods on which duty may, at the 
option of the importer, be paid according to the rate 
per cart or per pack bullock or per head load as 
entered in columns 2, 4 and 5 respectively of the 
schedule of dutiable articles or the alternative rate per 
maund as entered in column 8 of the said schedule, re¬ 
fund may, at the option of the Committee, be granted 
at the alternative rate per maund. 

£0. When refund is claimed with respect to goods 
on which duty is leviable ad valorem the value for 
purposes of refund shall be the cost price at the place 
whence the goods were imported plus cost of carriage 
and not the market price in the Municipality, A 
schedule of such cost price to be revised each quarter 
on the basis of the rates prevailing during the three 
preceding months shall be prepared by the Committee 
with the previous sanction of the Deputy Commissioner. 
In cases of doubt the value shall be determined by 
the Secretary or such other person as may be autho¬ 
rised by the Committee in this behalf. 

31. No refund shall be granted on any cloth or other 
article of kind which the Committee decide to class 
as one generally manufactured or produced within the 
Municipality unless the cloth is stamped with a special 
town duty stamp or the exporter otherwise proves to 
the satisfaction of the officer-in-charge that duty has 
been paid on the cloth or other article on which refund 
is claimed. 

32. Except as provided in Rule 31 to qualify for 
refund no proof shall be required that duty has been 
paid on the exported article. 

33. Applications for refunds shall be made at the 
Central Office provided that in respect of articles speci¬ 
fied by the Committee such applications may be made 
at a Branch Office or at the Railway outpost. 

34. Applications for refunds shall be promptly dealt 
with and when a claim has been admitted the payment 
of the refund shall be made on demand even at the 
risk of exceeding the budget allotment. 

35. Printed copies of the refund rules so far as they 
relate to the public shall be distributed free of charge 
at the Central Office, Branch offices and Railway out¬ 
post. 

36. A permanent advance for the payment of refund 
shall be allowed to the Secretary under sanction of the 
Deputy Commissioner. 

37. Applications for refunds shall be made in the 
prescribed form copies of which may be obtained free of 
charge at the Central Office, Branch offices and the Rail¬ 
way outpost. The exporter shall make the necessary 
entries in the form and after signing and dating the 
same shall present it at the office authorised to receive 
such applications. No application for refund shall be 
received unless it is made by the exporter himself or by 
a person authorised by him in writing in this behalf. 
A separate application shall be made by each exporter 
for his own goods and refunds shall not be paid to more 
than one exporter on a single application nor shall con¬ 
signments be clubbed together to bring the amount of 
the refund above the limit of 4 annas laid down in 
Rule 28 (b). 

Explanation .—One application shall be sufficient for 
a single consignment whether it contains goods of one 
description or more. If the consignment contains goods 
of different descriptions, they shall be separately detailed 
in the application. The exporter, however, will not be 
entitled to a refund of duty on goods of any single 
description on which the octroi would be less than 4 
annas. 

38. On receiving an application under the preceding 
rule and on the arrival of the goods intended for export, 
the Octroi Superintendent or any officer appointed by 
the Committee in this behalf after satisfying himself that 
the goods agree with details in the application shall 
calculate the amount of the refund to loe paid. From 
this application a refund chalan shall be prepared and 
shall be returned to the exporter after it has been 
entered in the refund register. The exporter accompa¬ 
nied by a peon will then take the goods beyond the 
Municipal limits. 

39. The chalan with the goods to which it relates 
shall be presented at the exit post within such interval 
from the hour of examination as the Committee may 
prescribe. This interval shall be fixed with regard 
among other things to the distance of the outpost from 
the Central Office but in no case shall exceed 12 hours. 



40. The Muharrir at the exit post shall see that the 
goods actually exported, agree with those mentioned in 
the chalan and that they are presented for export with¬ 
in the time-limit fixed under the preceding rule. If 
satisfied on both points he shall fill up and sign the 
certificate on the chalan and return the same to the 
trader to enable him to obtain a refund. 

41. If the goods are not presented at the outpost 
within the time-limit the Muharrir shall refuse to give 
the certificate. In such a case, the exporter may get the 
goods verified by the verifying Officer who shall endorse 
the hour of his second examination in red ink. No fresh 
application shall be required and if the reverified goods 
are presented at the outpost with the chalan within the 
time-limit allowed after reverification of the goods, the 
procedure laid down in rule 40 shall be followed. 

42. When goods are exported by railway the exporter 
shall produce at the railway outpost the railway 
receipt as well as the refund chalan bearing the certi¬ 
ficate of the exit post Muharrir. The officer in charge 
of the railway outpost shall note on the chalan the 
contents of the railway receipt and return both to the 
exporter. 

Exception .—In the case of perishable goods des¬ 
patched by passenger train and goods exported and 
personal luggage acccompanying the exporter, the expor¬ 
ter may produce a written declaration of the details of 
the consignment in place of the railway receipts. 

43. The Municipal Commissioner shall recognise a 
merchant trader or company on the recommendation 
of the Deputy Commissioner, Sambplpur and shall 
maintain a list of such recognised merchants and traders • 
who may obtain refund pass on production of an invoice 
only. In such cases refund should be granted on the 
goods specified in the invoice. If there is reason to 
believe that any person or company abuses this con¬ 
cession, the Municipal Commissioner shall remove his 
name from the list subject to confirmation by the 
Deputy Commissioner. 


44. The Committee may permit such traders as export 
large quantity of goods by railway to take the goods 
direct to the railway Branch Octroi Post where their 
nature, contents and weight will be noted on the back 
of the export chalan which the exporter sends with 
them. After the goods have been booked at the station 
the weight given in the railway receipt will be entered 
in the chalan and the receipt and the chalan will be 
sent to the Municipal Office where the latter will be 
retained and the former returned to the exporter. At 
the end of each month, the exporter will send a bill 
for refunds based on the weights given in the railway 
receipts which will be checked with the chalan, refunds 
granted in accordance with the weights as entered in 
the chalans. 


Section II— Replies to the Questions bearing on the 
Taxes 

Question No. IBS, 

The present list of taxation of the municipalities in 
this State appears to be generally satisfactory after 
some improvements were brought about by unifying 
the various Municipal laws under the Orissa Municipal 
Act, 1950. But the taxation provisions of the Orissa 
Municipal Act have not yet been fully utilised 
by the Municipalities, particularly those, which 
have been recently established under the Act. Further 
improvements, if any, can only be made after gaining 
some experience in the actual working of the new 
provisions. The District and Local Boards are of a 
diminishing importance in this State and are to be 
replaced by the Anchal Sasans and Grama Panchayats 
respectively. As already explained in the various 
memoranda, a comprehensive Anchal Sasan Bill is now 
before the Legislature and the Bill proposes to transfer 
some sources of State revenue to the Anchal Sasans 
and also provides for new taxation. It is expected 
that devolution of State sources of taxation and imposi¬ 
tion of new taxes and cesses may enable the Anchal 
Sasans to discharge the new responsibilities pro¬ 
posed to be entrusted to them without much 
financial embarrassment. The sources of revenue 
of the Grama Panchayats have been indicated 
in Memorandum II and Section I of this Memorandum. 
As taxation itself may not be sufficient to enable the 
Panchayats to work efficiently, emphasis is being laid 
on transferring miscellaneous sources of revenue to 
them and for their further development. 

Question No* 186. 

While examining the recommendations of the Local 
Finance Enquiry Committee, the State Government came 
to the conclusion that as the sources of revenue of 
State Government are inadequate they can ill-afford at 


persent to transfer any revenue from those items in 
the State List referred to by the Local Finance Enquiry 
Committee, which are being levied and appropriated 
by the State Government exclusively. As regards item 
No, 89 in the Union List namely Terminal taxes on 
goods or passengers carried by railway, sea or air, it 
has already been stated that a terminal tax on passen¬ 
gers carried by railways is in existence in the Puri 
Zone with the sanction of the Government of India 
since 1921. The revenue from this source is in the 
order of Rs. 45,000 and this has been assigned to the 
Lodging House Fund Committee constituted under the 
Bihar and Orissa Places of Pilgrimage Act, 1920 to be 
spent on sanitary projects in this pilgrim centre. The 
State Government have recently authorised a terminal 
tax on road-borne bus traffic by means of a surcharge 
on bus tickets in the Puri Zone. The income is very 
small and this amount has also been assigned to the 
Lodging House Fund Committee for the said purpose. 


The State Government agree with the view of the 
Local Finance Enquiry Committee that terminal taxes 
on goods and passengers carried by railway, sea or air 
should be transferred from the Union List to the State 
List and proceeds from this tax should be made over 
to the local bodies. It is. however, for the Union Govern¬ 
ment to take action in this matter. If they do not 
agree to the transfer of this item, they should at least 
agree to its expansion. In fact certain other pilgrim 
centres like Bhubaneswar, Jajpur, Sakhigopal in this 
State need money for providing health amenities to the 
pilgrims and proceeds from this tax would be very 
helpful for this purpose. The Central Government should, 
therefore, take active steps to expand the scope of this 
tax. 


As stated earlier, local bodies in this State have been 
authorised to levy taxes on lands and buildings and 
to appropriate their proceeds. They have also been 
authorised to levy taxes on the entry of goods into their 
local areas for consumption, use or sale therein, to levy 
taxes on professions trades, callings etc., taxes cm 
vehicles, other than those mechanically propelled, taxes 
on animals and boats and tolls. 


Certain items in the State list recommended for 
transfer to the local bodies, namely taxes on consump¬ 
tion and sale of electricity, taxes on advertisements, 
other than advertisements published in the newspapers, 
taxes on goods or passengers carried by road or inland 
waterways and capitation taxes have not been imposed 
in this State. For the reasons already explained there 
is no scope for levy of a tax on the consumption and 
sale of electricity in this State immediately. A tax on 
advertisements other than advertisements in news¬ 
papers is not likely to yield any appreciable revenue. 
The State Government have, however, no objection to 
the transfer of this tax to local bodies if it is decided 
to levy the tax. There is not much scope for a capi¬ 
tation tax in this State. As regards taxes on goods or 
passengers carried by bus, the State Government were 
considering a proposal to impose a surcharge on bus 
fares and freights, but this proposal was not pushed 
through owing to several difficulties including the re¬ 
commendation of the Motor Vehicles Taxation Commit¬ 
tee to avoid multiplicity of taxes on motor vehicles. 
A tax on inland waterways is not calculated to yield 
any appreciable revenue. The State Government, how¬ 
ever, impose tolls on the canals and some of the new 
bridges constructed recenly, but as these tolls are for 
the services rendered by the State Government they 
cannot be transferred to the local bodies. 


Taxes on mineral rights are no doubt, levied by the 
State Government, but as explained in Memorandum 
I, the Central Government have recently imposed so 
many restrictions in this matter that the State Govern¬ 
ment do not get an adequate return from this source. 
Besides, the mining areas in this State require a lot of 
development and the State Government propose to levy 
a mining cess shortly for their development. In view 
of this position it is not possible to transfer this source 
of revenue to the local bodies. It has been separately 
proposed to levy a tax on bullock carts and if such 
a tax is levied, there may not be any objection to 
transfer a share of the proceeds from this tax to the 
local bodies for the maintenance of their roads on the 
basis of their road mileage. No other vehicles are suit¬ 
able for taxation in this State. As explained earlier, even 
in case of motor vehicles taxation, 50 per cent of the 
proceeds are now being distributed among the local 
bodies for the maintenance of their roads. 

In case of the entertainments tax, the local bodies 
in South Orissa are given a compensation equiva¬ 
lent to their average income from this source during 
the nreceding three years to compensate them for 
the loss of revenue from this source. The local bodies 
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in North Orissa do not get any compensation as they 
were not levying the tax before. In view of the present 
financial position of the State Government it is not 
possible to transfer this source of revenue to the local 
bodies. 


It does not seem advisable to transfer any other 
source of tax from the Union list to the State list for 
the purpose of local taxation, but the local bodies should 
be authorised to tax Union properties for the reasons 
explained in Memoranda I and II. 


Question No. 187. 

I. Urban local bodies —There are no City Corporations 
in this State, but as stated in answer to question No. 
185, the present list of taxation of the municipalities 
in this State appears to be generally satisfactory. The 
municipal taxation in this State can be broadly divi¬ 
ded into four categories namely (1) taxes on property, 
(2) taxes on trade, (3) taxes on persons and (4) other 
taxes, cesses and rates. The present tendency in local 
finance in other countries is to replace indirect taxes 
by direct taxes and the most suitable form of direct 
taxation by municipalities is, according to competent 
authorities, taxation of houses, which satisfies both the 
principles of benefit and ability. As already explained 
in Section I, in addition to the general holding tax, 
which roughly measures the owner’s or occupier’s 
ability to pay, service taxes for latrine, water lighting 
and drainage are also levied on the basis of the annual 
value of holdings, which benefit by these services. The 
tax, therefore, amply satisfies both these principles and 
the Orissa Municipal Act, 1950, has authorised impo¬ 
sition of higher percentages of holding taxes, with a 
view to enabling the municipalities to tap more revenue 
by direct taxation. As would be seen from statement 
‘B’ appended to Memorandum II, the revenue of the 
9 principal municipalities of this State from the hol¬ 
ding and service taxes increased from Rs. 6-23 lakhs 
in 1947-48 to Rs. 8-72 lakhs in 1951-52 and this cons¬ 
tituted the bulk of the tax-revenue of the. municipali¬ 
ties, which amounted to Rs. 8-43 lakhs in 1947-48 and 
Rs. 11-73 lakhs in 1951-52, The next group of taxes, 
namely taxes on trade mainly consist of Octori and 
terminal taxes. Though these are ancient and primi¬ 
tive taxes and have their historical basis in the benfit 
of the market in which the producers and traders re¬ 
quired safety to carry on their market operations un¬ 
hampered, their continuance in the modern conditions 
has been challenged by several competent authorities 
on different grounds namely that their incidence is 
uncertain and falls heavily on the poorer classes, whose 
necessaries of life form the main items of such 
tax receipts, they hamper trade and industry, 
their collection and refund cause great incon¬ 
venience to the tax-payer and result in laxity of 
supervision and consequent evasion of the tax. How¬ 
ever, in spite of these defects, these taxes are very 
popular with local authorities elsewhere, though as 
explained in Section I, these taxes are not very impor¬ 
tant as far as the municipalities of this State are con¬ 
cerned. This would be evident from the fact that the 
total receipt of the municipalities from these sources 
was Rs. 1-35 lakhs in 1947-48 and Rs. U73 lakhs in 
1951-52. 


Among the third group, namely, taxes on persons 
come taxes on circumstances and preperty and taxes 
on professions, trade and calling. The municipalities 
no longer levy taxes on circumstances and property 
after they were authorised to levy comprehensive 
holding taxes and other taxes of this group 
have not been properly developed so far as 
would be evident from the fact that the total income 
of the municipalities from this source was only Rs. -17 
lakhs in 1947-48 and Rs. -38 lakhs in 1951-52. These 
taxes have to be properly developed within the limits 
prescribed by the Constitution and the statutes. 


Other taxes, cesses and rates are also unimportant as 
far as this State is concerned the total receipt of the 
municipalities from this source being only Rs. '39 lakhs 
in 1947-48 and Rs. *36 lakhs in 1951-52. 


II. Rural local bodies .—As already explained, district 
and local bodies are of diminishing importance as far 
as this State is concerned and they are being replaced 
by the Anchal Sasans and Grama Panchayats. Grama 
Panchayats have been authorised to tax circumstances 
and property in the rural areas and to levy service 
taxes for water, lighting, drainage or conservancy. They 
can levy tolls, a professional tax at the maximum of 
Rs.50 and miscellaneous fees, Besides, they have been 
given a share of the cess. These sources of revenue 
appear to be quite suitable for the rural local bodies, 
supplemented by miscellaneous receiptsi. The Grama 
Panchayats have, however, not tapped all their taxing 
powers to the fullest extent so far. 


The Anchal Sasans have yet to come into being, 
but as already explained, it is proposed to transfer 
certain additional sources of State revenue to these 
local authorities to enable them to carry on their 
various responsibilities with a greater degree of effi¬ 
ciency than is done by the existing rural local bodies. 


Question Nos. 188-189. 

As stated earlier, there is at present no scope for 
transference of any tax-powers from the Union or 
State list to the existing local bodies beyond what has 
been suggested in reply to question No. 186. The estab¬ 
lishment of the Anchal Sasans may, however, call for 
devolution of certain sources of revenue to these local 
bodies. The Orissa Anchal Sasan Bill proposes to divest 
the State Government of the right to collect and appro¬ 
priate rent and cesses, except the cess under the Mining 
Areas Development Act, 1952, due to the State Govern¬ 
ment from the areas comprised in the Anchal Sasans 
and to delegate to the Anchal Sasans such powers of 
management of the areas as can be delegated to sub¬ 
ordinate authorities and to impose such duties and 
obligations on the Anchal Sasans as are being discharged 
by the State Government in the area. Government may 
also delegate to them the rights to appropriate any 
usufruct in the area of the Anchal Sasan with such 
conditions as they may impose. The Bill also provides 
for transfer of two-third of the net collection from local 
or land, cess to the Anchal fund and one-third to the 
Grama Panchayats. With the previous sanction of the 
State Government the Anchal Sasans can levy fees for 
all acts or things which are likely to promote the safety, 
health, welfare and the convenience of the inhabitants 
of the area. The Anchal Sasan can levy cesses for educa- 
• tion and public health, collect tolls from bridges, etc., 
constructed by it, levy water rates and licence fees, etc. 
The Bill provides for transfer of Government educational 
and medical institutions, etc., to the Anchal Sasans and 
compulsory and optional grants-in-aid from Government 
for various purposes. 

Question No* 190, 

There does not appear to be any such case as far as 
this State is concerned. 

Question No. 191. 

There is no such instance in this State. 


Question No. 192. 

There is no such case. Broadly speaking within the 
frame work of the powers given to each group of local 
bodies under the relevant statutes, they have full dis¬ 
cretion to levy or not to levy all or any of the taxes 
they are empowered to impose within the limits fixed by 
the provisions of the various Acts or the rules framed 
thereunder. 

Question No. 193. 

(a) As explained in section I, generally speaking, in 
respect of individual taxes, the devolution takes suffi¬ 
cient account of all the powers mentioned in this section 
namely, (a) power to decide whether or not to levy the 
tax, (b) the power to decide the rate of leyy of the tax 
subject to the maxima or the minima and other condi¬ 
tions, if any, laid down in the Acts and the Rules, (cl 
the power to assess the tax and (d) the power 
to collect the tax. In case of municipalities the 
first two powers are exercised by the Municipal Coun¬ 
cillors while the latter two powers are exercised by the 
Executive Officers, who are usually servants of the State 
Government lent to the municipalities on deputation 
terms. The Grama Panchayats have been given all these 
powers subject to the restrictions, if any, laid down 
in the Act and the Rules. In the draft Anchal Sasan 
Bill, the Anchal Adhikaris are proposed to be given 
more or less similar powers as the Executive Officers 
of the Municipalities. 

(b) As explained in Section I, no minimum rate has 
been generally prescribed except in case of cess and 
certain service taxes imposed by the Grama Panchayats. 
but in several cases maximum rates have been prescribed 
and adequate use is made of this condition. As stated 
above independence of assessment has been secured in 
case of municipalities by giving this power to the Exe¬ 
cutive Officer, This is also secured in case of cess or 
other dues which are collected through the agency of 
the Revenue Officers, Similar provision has also been 
proposed in the Anchal Sasan Bill, by vesting this power 
in the Anchal Adhikaries. In case of the Grama Pan- 
chdyats, though there is no provision for an independent 
assessing agency, the rules provide for fair and equit¬ 
able assessment as far as practicable. In certain cases 
standards of collection have no doubt, been laid down 
but it cannot be said that adequate use is being made 
of them. 



(c) There does not appear to be any such case as far 
as this State is concerned. 

Question No. 194. 

There are no such overlapping powers as far as this 
State is concerned. The State Government do not levy 
those taxes, which have been assigned to the local bodies. 
In order to avoid the over-lapping powers of the District 
Board on the one hand and the Grama Panchayats on 
the other, sub-section 3 of section 44 of the Grama 
Panchayat Act prohibits the District Boards from levying 
any taxes, tolls, fees or rates leviable by the Grama 
Panchayats in the local areas of the Grama Panchayats. 
As explained in memorandum II, by convention rural 
Panchayats do not try to attempt taxation in the fields, 
which are mainly of urban nature. 

Question No. 95 (a) and (b). 

There is not any such case except probably taxes on 
professions, trades and callings or circumstances and 
properties levied by the local bodies and the tax on 
income ievied by the Central Government. But the bases 
and purposes of both the taxes are quite different and 
in view of the maximum limits fixed for the former tax, 
there is no practical difficulty in having two different 
sets of taxes of allied nature and leaving the administra¬ 
tion of the two sets of taxes in the hands of two separate 
authorities charged with different functions. 

Question No. 196. 

No other important types of defects in the frame work 
of the system are noticeable as far as this State is con¬ 
cerned. 


Question No. 197, 

As would be seen from the statements appended to 
memorandum II, the total revenue of the 9 principal 
municipalities in the State amounted to Rs. 21 ’85 lakhs 
in 1951-52 out of which tax revenue accounted for 
Hs 11*74 lakhs roughly and the non-tax revenue 
accounted for Rs. 10-11 lakhs. Out of the total non-tax 
revenue grants-in-aid accounted for Rs. 5*48 lakhs, while 
other non-tax revenue accounted for Rs. 4-63 lakhs. The 
tax revenue, therefore, formed 53*7 per cent, and the 
non-tax revenue 46*3 per cent, of the total revenue. Of 
the total non-tax revenue grants-in-aid formed 54*2 
per cent, and other non-tax revenue 45*8 per cent. It 
would be seen from this that though receipts from tax 
revenue has increased during recent years grants-in-aid 
still form a considerable portion of the total revenue of 
the municipalities. The position relating to the District 
Boards is still more unsatisfactory. Out of the 
total revenue of Rs. 66*69 lakhs in 1951-52 tax 
revenue amounted to only Rs. 17*05 lakhs and 
the non-tax revenue amounted to Rs. 49'64 lakhs. 
The proportion of tax revenue was therefore, 25*5 
per cent, and that of non-tax revenue 74*5 per cent, of 
the total revenue. Out of the total non-tax revenue, 
grants-in-aid account for Rs. 43*52 lakhs or 87*6 per cent, 
and other non-tax revenue Rs. 6*12 lakhs or 12-4 per cent. 
The position however, is likely to be remedied when the 
Anchal Sasans are established. 


Question No. 198, 

As already explained in the previous memoranda, local 
bodies do fail to make full use of the tax resources 
available to them under the relevant statutes. The 
principle that they should use their powers of taxation 
fully before receiving further grants-in-aid as a means 
of adding to their resources is a salutary one and should 
be enforced not only to compel the local bodies to exploit 
their powers of taxation to the fullest extent permissible 
but also to secure a certain minimum standard Of effi¬ 
ciency in the local administration. 


Question No. 199. 

There is no scope for transferring any additional 
powers of taxation to the existing local bodies beyond 
what has been stated in reply to question No. 186. As 
regards new local bodies, the position has been explained 
in reply to question Nos. 188-189. 

As already hinted, the question as to whether Agricul¬ 
tural Income Tax can be transferred to the local bodies 
in view of the changed situation created by the abolition 
of the Estates needs examination. There is also no scope 
for assigning any proportion of the tax or taxes collected 
by the State Government beyond the apportionment 
already being made from the proceeds of the Motor 
Vehicles Taxation and the Entertainments Tax. If at all 
any additional resources could be transferred to the local 
oodies for development work, these should be given in 
the shape of grant-in-aid as in countries like United 
Kingdom. In fact development of a system of grants-in- 
aid is necessary in the country, according to certain 
competent authorities, to prevent extreme inequality 
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in the burden between one local area and another, to 
ensure proper weight being given to the suggestions, 
criticisms and authoritative advice of the grant-giving 
authority with a view to securing greater efficiency and 
economy in administration, to bear upon the local ad¬ 
ministration the wisdom of experience, superiority of 
knowledge and the breadth of view of the grant-giving 
authority and to secure a certain minimum standard of 
efficiency in local services. 

Question No. 200. 

As far as Orissa is concerned, there is no separate and 
exclusive State Tax on lands and buildings under non- 
agricultural use or the income derived from them. No 
urban immovable property tax is also levied by the State 
Government. Hence such properties or income therefrom 
are only subject to Central and local taxation. The 
purpose of both the taxes are, however, different in view 
of the fact that the local tax is more for the benefit 
rendered to the property than for the ability of the tax¬ 
payer to pay the tax and as such the same principle need 
not necessarily be followed in the assessment and collec¬ 
tion of local taxes on property and the general income- 
tax levied by the Central Government. Besides, under 
modern conditions, there is nothing inherently wrong 
in having a multiplicity of taxes on the same source 
of income provided that the tax structure of the country 
is, on the whole, equitable. 

Question No. 201. 

As already explained, there is no separate urban 
immovable property tax in this State. Such a tax also 
does not seem to be necessary in view of the fact that 
the local bodies should have sufficient freedom to tap 
maximum revenue from the general property tax for 
local purposes. If, however, such a tax is to be levied by 
the State Government in addition to the general property 
tax levied by the local bodies, then the recommendation 
of the. Local Finance Enquiry Committee appears to be 
suitable namely that the basis of assessment should be 
the annual rental value except where capital value has 
already been adopted as the basis without any complaint. 
There are certain cases in which it is difficult to ascer¬ 
tain the annual rental value and the capital value has, 
therefore, to be adopted as the basis in such cases, i.e. f 
non-agricultural land in urban areas, which are not 
occupied by or are not adjacent and appertenant to 
buildings. 

Question No. 202. 

As explained above, it is not desirable for the State 
Government to impose a separate tax on urban immov¬ 
able property, but there is, however, no objection to the 
Imposition of such a tax by the State Government in the 
circumstances and on the conditions suggested by the 
Local Finance Enquiry Committee. 

Question No. 203. 

The principles which have been adopted in this State 
for levy of holding tax by the municipalities have been 
explained in Section I. As stated therein if the annual 
value of the holdings belonging to an individual do not 
exceed Rs. 18, he is exempted from holding tax. Hold¬ 
ings used as places of public worship etc. and charitable 
purposes are also exempted. The properties of owner- 
occupiers are also subject to the tax on the assumed 
annual value. Co-operative housing societies have not 
been differentiated from other holders of properties. No 
remission or refund on account of vacant holdings are 
now allowed under the provisions of the Orissa Muni¬ 
cipal Act as amended. New buildings are not exempted. 
No change in the existing practice seems necessary as 
far as municipalities in this State are concerned. 

Question No. 204. 

As the general property tax is levied by the municapli- 
ties on the principle of benefit derived from the muni¬ 
cipal services, there is no case to make the general 
property tax progressive beyond making it proportional 
to the annual value of the property. The tax on circum¬ 
stances and property levied by the Grama Panchayats 
does take the circumstances of the owners into account 
while fixing the rate of the levy. There does not seem 
to be any case for further progression in the rates of 
property tax levied by the local authorities as in that 
case the tax would partake of the nature of a pro¬ 
gressive income-tax reserved for the Centre. 

Question No. 205, 

Municipalities in this State have been empowered to 
levy general property tax. The Panchayat tax levied by 
the Gram Panchayats is a tax on circumstances and 
properties. No other local bodies need be authorised to 
impose property tax. The extent of their powers and the 
conditions in which the tax is levied have already been 
enumerated. No change in the existing position appears 
to be necessary beyond prescribing a minimum percent¬ 
age in case of the general property tax as recommended 
by the local Finance Enquiry Committee, 



Question No. 206. 

As already explained, the administrative machinery 
for assessment and collection of property tax provided 
in the Orissa Municipal Act is that the Executive Officer, 
generally a Government servant on deputation, has been 
authorised to function as an independent authority to 
prepare the valuation list and to make assessment on the 
basis of the percentages fixed by the Municipal Council. 
If the Executive Officer has no time to do this, Govern¬ 
ment may appoint another Government servant as 
Assessor for this purpose on the requisition of the muni¬ 
cipality. Valuation and assessment are, however, subject 
to appeal to the District Magistrate and reference to 
High Court in special circumstances. A separate valua¬ 
tion department for the purpose of valuation of proper¬ 
ties in municipal areas does not appear to be feasible. 
If considered necessary an appeal Committee consisting 
of the Chairman, Executive Officer, Executive Engineer, 
Civil Sub-divisional Officer and a representative of the 
rate-payers nominated by the Municipal Council may be 
formed to hear disputed cases and the decision of the 
Committee should then be final and binding on all con¬ 
cerned. Collection of the tax is the statutory responsi¬ 
bility of the Executive Officer and no change in the 
existing practice appears to be necessary or feasible. 


Rules 121 to 126 of the Orissa Grama Panchayat Rules, 
1949, prescribe the procedure of assessment, modification 
and revision of assessments and alteration of the assess¬ 
ment lists relating to the Panchayat tax. Under these 
rules, after determining by a resolution to impose a tax 
upon the owners of immovable property and occupiers 
of buildings according to the circumstances and property 
of such owners and occupiers, the Grama Panchayat 
should cause to be prepared an assessment list in the 
prescribed form of all owners and occupiers of buildings 
and lands within the local area. The list should contain 
the names of all persons liable to taxation even though 
some of them may be subsequently exempted from assess¬ 
ment. The Grama Panchayat should at a meeting check 
the estimates of income as mentioned in the list and 
proceed to assess the tax and make necessary entries 
in the relevant column of the list. In making the assess¬ 
ment the wealthier men should be assessed to the full 
limit of their capacity, then the less wealthy and so 
in gradation down to the poor, who should be exempted 
altogether. All assessment should, as far as practicable, 
be in multiples of two annas. The assessment list should 
then be signed by all members present at the meeting, 
The assessment list so prepared should be published at 
least 15 days before the beginning of the year to which 
it relates in a conspicuous place of the village and if 
possible read out in the village. At the time of the 
publication of the list, the date (which should not be 
less than 15 days from the date of publication) and the 
place of the meeting to hear objections, if any, should 
be proclaimed. After hearing and determining the 
written or oral objections, if any, the Grama Panchayat 
should keep a record of alt such objections and the orders 
passed thereon, All modifications of assessment made by 
the Grama Panchayat while hearing objections, should 
be entered in the assessment list and signed by the 
Sarpanch. The assessment list as finally approved by the 
Grama Panchayat should be kept in the custody of the 
Sarpanch and should not be used for the purpose of 
assessment. A general revision of assessments should be 
made by the Grama Panchayat once every three years. 
A meeting of the Grama Panchayat may at any time 
alter or amend the assessment list by entering the name 
of any person omitted from the list or who has become 
liable to assessment subsequently by enhancing the 
assessment on any person, whose assessment appears 
to be inadequate or made by mistake or fraud or by 
substituting a new name for an old name. No new 
assessment or enhancement of the existing assessment 
should come into effect unless the assessee has been 
given previous notice and the objection if any filed by 
him within a week of the receipt of the notice has been 
disposed of. The assessment or enhancement so made 
should take effect from the beginning of the half-year 
in which the assessment is made. The Grama Panchayats 
have been authorised under the Rules to appoint Tax 
Collectors for collection of the tax, to publish lists of 
defaulters and to issue distress warrant and dispose of 
movable property by sale. 


No change in the existing position appears to be neces¬ 
sary as far as the Grama Panchayats are concerned. 

Question No. 207. 

In case of municipalities, service taxes are levied on 
the annual value of holdings as the general property tax. 
The principles according to which these taxes are levied 
have already been explained in section I. Service taxes 
can also be levied by the Grama Panchayats in this 
State, Under section 44 of the Orissa Grama Panchayat 
Act, 1948, a latrine or conservancy tax, a water rate, a 
lighting rate or a drainage fee can be levied by the 
Grama Panchayats subject to the conditions and limita¬ 
tions laid down in rule 127 of the Orissa Grama Pan¬ 


chayat Rules, 1949. A latrine or conservancy tax can be 
levied upon private latrines, privies or cesspools or upon 
premises or compounds cleared by the Panchayat agency 
and is payable by the occupier or owner. The tax may 
be imposed annually subject to the minimum of 64 
per cent, and maximum of 12J per cent, of the Panchayat 
tax. Where water is supplied by the Grama Panchayat 
for irrigation, the water rate for irrigation is regulated 
by existing Government rates in the district subject to 
the approval of the rates by the Collector. Lighting rates 
can be levied for lighting of public streets, places and 
buildings by the Grama Panchayats subject to the mini¬ 
mum of 6i per cent, and maximum of 124 per cent, of 
the Panchayat tax. Where a system of drainage has been 
introduced by the Grama Panchayat it can levy a 
drainage fee subject to the minimum of 34 per cent, and 
maximum of 6£ per cent, of the Panchayat tax. 

Broadly spaking service taxes should not exceed the 
cost of the service rendered and should be paid by the 
occupiers rather than by the owners, who should be 
responsible only for the payment of the holding tax. 

There is no port-trust in this State, but railway and 
other Central Government properties should be liable to 
local taxes as any other property situated within the 
areas of the local bodies levying the tax. State Govern¬ 
ment properties are not exempted from local taxation 
in this State. 


Question No. 208. 

The system of collection of local fund cess by the 
agency of the Revenue Department is satisfactory and 
no alteration seems to be necessary in the existing 
system. The District Boards cannot collect cess them¬ 
selves. The agency which collects the land revenue 
should be the agency to collect the cess as cess is more 
or less a surcharge on the land revenue. The rate of 
cess now prevalent in the districts of Cuttack, Puri, 
Balasore and Koraput is Re, 0-2-0 in the rupee. The 
rate of cess prevailing in the district of Ganjam is 
Re. 0-2-6 in the rupee. In Sambalpur district the cess is 
collected according to the entries in the settlement, 
registers. It is only in the Zamindary areas that cess is 
levied on 60 per cent, of the assets. The cess demand 
in Sambalpur district is very low as cess is not collected 
from all lands on whatever tenure held. As already 
stated, l/3rd of the cess is now made over to the Grama 
Panchayats. 


(I) The minimum rate of Re. 0-2-0 in the rupee and 
the maximum rate of Re. 0-4-0 in the rupee were pres¬ 
cribed in the Orissa Local Government Act, 1950 but the 
Act was not given effect to as explained earlier. Uniform 
levy of cess at the above minimum and maximum rates 
for the entire State by a consolidated Cess Act is under 
contemplation. It is also proposed to give the Anchal 
Sasans powers to collect land revenue and cess. They 
would retain 2/3rd of the receipt from cess and make 
over the remaining l/3rd to the Grama Panchayats. 

(II) As far as this State is concerned cesses are not 
ear-marked for any particular purpose except education 
cess. Land cess or local cess as it is called goes direct 
to the local fund and it is spent for the porposes for 
which the local fund may be spent by the local authori¬ 
ties under the provisions of the Act. There is no necessity 
to levy another cess—general cess in addition to the land 
cess or local cess. As already explained the Ganjam 
District Board levies Education cess at the rate of 
Re. 0-0-6 in the rupee. The receipt from this head is 
earmarked for development of primary education in the 
district. Similar provisions have also been incorporated 
in the Orissa Local Government Act but the Act has 
not been enforced. Provision has also been made in the 
Orissa Municipal Act for the levy of education cess in 
municipal areas at the rate of 25 per cent, of the holding 
tax or profession tax or both. The municipalities have 
not yet levied this cess. The Anchal Sasan Bill also 
provides for levy of education cess. If land cess or local 
cess is levied at a maximum rate of Re. 0-4-0 a rupee 
and education cess at the rate of 25 per cent, of the 
land cess, holding tax or professional tax, there is no 
justification for levy of a separate general cess. 

(III) Whenever suspension and remission of land 
revenue is made due to unforeseen circumstances, the 
collection of cess is also suspended as it is collected along 
with land revenue. Suspension or remission of revenue 
ls, however, very rare and, therefore, there is no need 
for any modification in the present practice. 

(IV) The Estates Abolition Act has already been 
brought into operation in Orissa. But no difficulty in 
the collection of cess is apprehended as the tenants, who 
would hold land directly in the absence of any inter¬ 
mediaries. may be made responsible for payment of cess 
as fixed in the record-of-rights along with land revenue. 



Question No. 209. 

In Orissa Octroi is collected by municipalities of 
Sambalpur, Sonepur and Deogarh. There is no terminal 
tax on goods prevalent in Orissa. There is, however, a 
terminal tax on passengers carried by railway to and 
from Puri as already explained. The terminal tax on 
passengers is collected by the railway and assigned to 
the Lodging House fund committee for development work 
in Puri town. Octroi brings in an income of nearly 
Rs. 1,50,000 to Sambalpur Municipality and this is the 
main source of revenue of that municipality. The ques¬ 
tion of abolishing octroi in Sambalpur town was consi¬ 
dered several times but the proposal was dropped as the 
abolition of octroi would shatter the financial condition 
of the municipality. Under the system of levy of octroi 
in Sambalpur town the person, who imports scheduled 
articles into the municipal area, pays octroi duty. Octroi 
is collected at octroi posts under the supervision and 
direction of the Executive Officer of the Municipality. 
Though octroi has several objectionable features as 
explained in reply to question No. 187 it cannot be 
abolished as it is the main source of income of the 
municipality which has carried on various development 
work with the help of this income. The system of levy 
of holding taxes is being introduced in this municipality 
under the Orissa Municipal Act, but since the holding 
tax is not a substitute for octroi duty, it is necessary 
to continue octroi in Sambalpur town. The income of 
Sonepur and Deogarh municipality from octroi is very 
small and the levy is made from shop-keepers in the 
town, who import goods to the municipal area. The 
municipalities should continue to have powers to levy 
octroi duty at octroi posts established under their 
supervision and control as this is the only indirect Income 
of the municipalities, who are now suffering from want 
of funds. Though broadly speaking, terminal taxes are 
less objectionable than octroi, they connot be levied 
without the sanction of the Government of India. In 
order to improve the financial condition of the munici¬ 
palities, Government of India should either amend the 
Constitution or liberally treat the application of the 
municipalities for levy of terminal taxes in municipal 
areas. Octroi cannot be combined with terminal taxes 
on goods. 

Question No. 210. 

Octroi and terminal taxes in spite of their defects, have 
to be continued as sources of local taxation. Levy of 
surcharge on sales tax for local purposes is neither 
feasible nor desirable. 

Question No. 211. 

Octroi and terminal taxes may be levied subject to 
the following limitation : — 

(1) The rates of Octroi should be low particularly 
in the case of necessaries of life and articles 
that are subject to Central or State taxation. 

(2) In order to prevent the tax from developing into 
a transit duty, arrangements should be made for 
prompt refunds on exports and for bonding 
goods intended for through transit. 

(3) The staff should be properly paid and efficiently 
controlled by an official agency with which elect¬ 
ed representatives should have no power to inter¬ 
fere. 

(4) Terminal tax should be levied on all packages 
with reference only to weight and without 
reference to contents. The rate should be kept 
low. In any case in which a terminal tax is sub¬ 
stituted for an octroi, the tax should be fixed 
at such a rate that the total proceeds do not 
exceed the average revenue from octroi during 
the preceding three years; 

(5) The tax should not be levied on goods import¬ 
ed and re-exported without break of bulk, 

(6) Where it is thought legitimate to derive 
a municipal revenue from a single staple, e,p„ 
from cotton ginning in a town, it is better to 
impose the tax direct on the output of the 
ginning mill. 

(7) The levy of a tax on goods exported from a 
municipality, should not be permitted save in 
exceptional cases, where it is already in exis¬ 
tence. 

(8) Goods not leaving a railway yard or only leaving 
port premises for a railway, and merely tran¬ 
shipped at the yard or port premises, should 
not be subject to any duty. 

Question No. 212. 

The rules relating to the rate of levy, exemptions, 
procedure for collection and refund of octroi now in 
operation in Sambalpur district appear to be suitable. 
Annexure I contains copies of these rules. 


Question No, 213. 

The basis of assessment of octroi is generally 
ad valorem in Sambalpur Municipality while in some 
cases it is specific. To avoid procedural delays and diffi¬ 
culties in working out these rules, the existing staff has 
been replaced by a better-qualified and better-paid staff 
and the working of the system has been placed under 
the direct charge of the Executive Officer, who is of a 
Deputy Collector’s status. 

Question No. 214. 

Nationalisation of motor transport has been effected 
in certain zones of this State, but the question of impos¬ 
ing a terminal tax on the goods transported by road has 
not been considered by Government, except in the 
Puri zone as stated earlier. Nationalisation of road 
transport is, however, likely to make collection of termi¬ 
nal tax more efficient and less liable to evasion, 

Question No. 215. 

There is not much scope for correlating octroi and 
terminal taxes with allied forms of Central or State 
taxes, such as, sales tax, excises and customs. Octroi 
or terminal taxes are collected by the municipalities 
concerned and the income is appropriated by the muni¬ 
cipality. Sales tax, excises and customs are levied and 
appropriated by the State or Central Government, The 
combination of these taxes in matter of levy and collec¬ 
tion may lead to confusion and cause inconvenience to 
the tax-payers. As already stated, the levy of a surcharge 
on sales tax for local purposes is likely to be resented 
by the public. 

Question No. 216, 

As already stated the question of levying a surcharge 
on freights and fares on goods and passengers carried 
by motor transport was considered by the State Govern¬ 
ment, but the proposal was abandoned. Such a tax on 
inland waterways is not likely to yield any appreciable 
revenue as far as this State is concerned. 

Question No. 217. 

Neither pilgrim tax nor any tax on the floating popula¬ 
tion is in existence in this State. It is not possible to 
levy a pilgrim tax or a tax on the floating population 
in any of the urban areas of the State. The better alter¬ 
native is to extend the scope of terminal tax as explained 
earlier. 

Question No. 218. 

A poll tax on persons will be highly unpopular. It 
can, however, be levied on animals and vehicles as 
provided in section 131 (1) (h) of the Orissa Municipal 
Act. 


Question No, 219, 

(a) As already explained, section 131 of the Orissa 
Municipal Act provides for the levy of a Poll Tax on 
vehicles, animals, carts and carriages carrying goods and 
passengers to a notified fair or festival within the area 
of the Municipality. This section also provides for levy 
of a tax on carriages, carts, horses and other animals 
named and at the rates prescribed in the third schedule. 
The Grama Panchayats can also levy tolls on vehicles, 
pack animals and porters bringing goods for sale within 
their local areas and fees on the owners of vehicles in 
their local areas. 

(b) The State Government and the local bodies should 
have powers to levy tolls on roads and bridges subject 
to certain restrictions. Tolls may be levied on newly 
constructed roads and bridges over a certain value to 
recoup their cost. There is such a provision in the Orissa 
Local Government Act, 1950, which has not been put 
into operation. The Ancbal Sasan Bill also makes such 
a provision. 

Question No. 220. 

The maximum levy of profession tax on each indi¬ 
vidual was Rs. 550 a year under the Madras Local 
Boards Act and Madras District Municipalities Act of 
1920. There was no such levy under the Bihar and 
Orissa. L. S.-G. Act and Bihar and Orissa Municipality 
Act of 1885 and 1922 respectively. The maximum was 
restricted to Rs. 50 a year by the profession tax Limita¬ 
tion Act, 1941. The limit has been raised to Rs. 250 
under article 276 of the Constitution. Under the Orissa 
Municipal Act the limit has been restricted to Rs. 125 
only in a year on each individual liable to pay profes¬ 
sional tax. The State Government have prepared a 
schedule of income groups liable to pay professional tax. 
The income groups whose income is less than Rs. 3,600 
a year, are exempted from payment of profession tax. 
All the municipalities have not yet levied the tax. Only 
the municipalities of South Orissa are levying the tax 
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as they were levying it under the old Act. The District 
and Local Boards in South Orissa are levying the tax 
under the old Madras Act. The Grama Panehayats have 
been authorised to levy the tax at rates varying from 
Rs. 5 to Rs, 50 per annum on incomes ranging from 
Rs. 600 to Rs. 10,000 or above. The levy of profession tax 
is resented by a section of the public because this is 
another form of income tax. It is, therefore, not desir¬ 
able to enhance the limit to Rs. 1,000 as suggested by 
the Local Finance Enquiry Committee, The existing 
restrictions and limitations appear to be suitable and no 
change is called, for. It is not necessary to co-ordinate 
this tax with income tax and the local bodies should 
have freedom to levy and collect the tax. 

Question No, 221. 

There is no theatre tax in Orissa though a licence 
fee is levied on places of public resort and entertainment. 
These licence fees are realised from theatres, cinemas, 
etc., for rendering sanitary services in the local area. 
In view of the levy of the intertainments tax by the 
State Government, no separate theatre tax seems to be 
justified. 

Question No. 222. 

Betterment tax should be levied by local bodies where 
town improvements are undertaken by them. This tax 
has not yet been 4 introduced in any area in this State 
as no town planning has yet been undertaken. A town- 
planning bill is now under the contemplation of Govern¬ 
ment, 

Question No, 223. 

No further comments. 

Question No. 224. 

All local authorities should use their powers of taxa¬ 
tion to the fullest extent necessary. Government should 
have power to issue statutory directions and penalise 
those local authorities, who do not exercise their powers 
of taxation to the fullest extent permitted by law. 

Question No, 225. 

The State Government found a lacuna in the assess¬ 
ment and collection of municipal taxes by the Commis¬ 
sioners of the municipalities. Therefore, they have pro¬ 
vided for the appointment of Executive Officers, who 
have been charged with the responsibility of preparing 


assessment lists and collection of taxes, etc. Assessment 
and collection of local taxes should be entrusted to inde¬ 
pendent authorities as far as practicable in the interest 
of efficiency in tax administration and collection. There 
should be more frequent resort to coercive provisions 
of law for better realisation of arrear tax dues. 


Question No. 226. 

No comments. 


Question No. 227. 

The State Government have examined the recom¬ 
mendations of the Local Finance Enquiry Committee and 
have arrived at certain conclusions. They are generally 
in favour of the recommendations Nos. 1, 2, 4 to 8, 12 to 
14, 16 to 24, 27, 28, 31 to 38, 43, 45 to 49, 51 to 53, 56 to 66, 
76 to 81, 43, 88, 91, 94, 102, 105, 106, 108, 110, 113, 118, 120, 
127, 130, 134 to 136, 139 to 142, 145 of the Committee. 


Question No. 228, 

Section 45 of the Orissa Grama Panchayat Act, 1948 
provides for compulsory labour being rendered by all 
able-bodied persons between the ages of 18 and 50 
ordinarily residing in the area of the Grama Panchayat 
either personally or by proxy for a fixed number of days 
not exceeding 4 days in any year or 2 days at a stretch. 
Any person, who fails to render such labour, is required 
to pay for its performance at such rates as may be fixed 
by the Grama Panchayat. Rules 231 to 238 of the Orissa 
Grama Panchayat Rules, 1949 prescribe the procedure 
to be followed in this matter. According to those rules, 
the Grama Panchayat should prepare lists of all healthy 
persons of both the sexes (excluding blind, lame, diseased 
or otherwise deformed persons), who should be liable 
to compulsory labour. When the Grama Panchayat 
intends to construct or repair roads or to cleanse the 
waterways or water sources, compulsory labour may be 
resorted to. Absentees are required to pay the labour 
charges for the days they are absent. If the labour rates 
are not paid within 15 days of notice, the Grama Pan¬ 
chayat can realise the dues as arrears of tax. Any 
dispute regarding this is decided by the Grama Sabha, 
whose decision is final. This form of taxation has 
immense potentialities and can be utilised in furtherance 
of specific local development projects. Though this 
appears to be quite suitable for the rural areas, it is 
doubtful whether it will find favour with the urban 
people. The experiment, however, needs trial. 



MEMORANDUM V 

Answers to Questions not covered by Memorandum IV 


Part I—The Tax System 

Question No. 1, 

Various theories have been advocated by authorities 
on public finance on the question as to what should be 
the objectives of a sound taxation policy in a modern 
State. These theories have naturally undergone changes 
from time to time according to the nature, concept and 
functions of the State. In our opinion the question should 
be examined from a purely practical point of view rather 
than on the basis of abstract theories. In a modern 
democratic State like ours, which is wedded to the wel¬ 
fare of the people and which assures social, economic 
and political justice and equality of status and opportu¬ 
nity to everybody, the taxation policy should be such 
as to subserve the objectives and the directive principles 
of the State policy laid down in the Constitution. The 
Government in such a State must necessarily take within 
the sweep of its activities the entire economic develop¬ 
ment of the State. The theory of neutral finance would 
be utterly inadequate in such a context. As stated by 
us in Memorandum I, any theory of public finance, 
which does not recognise the essential unity of India 
and the need for the co-ordinated development of its 
entire resources in the most useful manner would be 
out of date. As rightly pointed out in the Report of 
Messers Nehru and Adarkar on the Australian System 
of Federal Finance and its application to the Indian 
Constitution, the fundamental principle of public finance, 
which should be adopted by modern welfare States, is 
that all financial operations of the State (including, of 
course, its policy of taxation) should aim at two things, 
viz., the maximization of the heap of real resources of 
national income of the country and consistent with this 
the maximization of the economic welfare of the people 
by means of transference of real income from the richer 
to the poorer sections of the community. In a system 
of federal finance this principle has to be worked out in 
the following manner : — 

In the first place the units internally and within their 
own boundaries must endavour to make real transference 
from the richer to the poorer citizens. Secondly, the 
Federal Government must step in as a readjusting factor 
to effect a similar series of transference between the 
richer and the poorer units. Thirdly, the Federal, Gov¬ 
ernment, in collaboration with the units, must harness 
the available human and material resources to the 
attainment of growing production and productive capa¬ 
city. 

The adoption of the above principle would naturally 
lead to the conclusion that the first two objectives, 
namely, (a) reduction in inequalities of income and 
wealth and (b) encouragement of incentive to work, to 
save and to invest should be the main objectives of our 
taxation policy. But taxation by itself will not be suffi¬ 
cient to secure this. A comprehensive economic planning 
for the country as a whole is absolutely necessary to 
secure these objectives. Such a comprehensive planning 
would naturally aim at rapid accumulation of capital 
equipment and would, therefore, carry with it potentially 
inflationary forces. It would also take into account the 
planned development of the essential industries, expan¬ 
sion of foreign trade and commerce, etc. The planning 
would, therefore, naturally include within its scope all 
fiscal and other measures necessary for (c) countering 
of inflationary and deflationary tendencies in the national 
economy and (d) the maintenance of the external ba¬ 
lance of economy. 

Broadly speaking no fundamental changes in our 
existing scheme of taxation would be necessary in secur¬ 
ing these objectives, beyond making some adjustments 
here and there. What is necessary in the existing Indian 
conditions in a change of outlook rather than a change in 
the tax structure or the powers of taxation of the 
different authorities. Central, State and Local. Regarding 
the powers of taxation of the different authorities in the 
Federation, it has been explained in Memorandum I that 
in a federal system it is impossible to devise a perfect 
system of distribution of taxing powers between the 
federal Government and the units comprising the federa¬ 
tion, which would ensure that the revenues derived by 
them would exactly meet their respective requirements. 
The same consideration also applies more or less to the 
distribution of taxing powers between the States and 
the local authorities. Hence there is the necessity for 
evolving a scientific system of transference of revenue 
from the Centre to the States on the one hand and from 
the State to the local authorities on the other to restore, 
to the extent possible, the equilibrium between their 
revenues and needs. Attempts have been made in other 
federal systems like U. S, A., Canada and Australia to 
devise such a scientific system of transference or devolu¬ 


tion of revenue from Centre to the units or in unitary 
systems like U. K. for transference of revenue from the 
Central Government to the local authorities. The experi¬ 
ences of these countries should be carefully studied and 
applied to the Indian conditions with such modifications, 
as may be necessary to meet our local requirements. 

In a complex modern system, a multiplicity of taxes 
cannot be avoided, particularly in a backward economy 
like ours in which the Governments must necessarily 
have to cast their nets wide to collect enough money 
to carry on their extensive projects of development in 
the interest of the classes and the masses. In such a 
system what is important is not how and from whom 
the tax is collected, but for whom and for what purpose 
the proceeds from the taxes are spent. The various taxes 
have to be collected from the people of different areas 
and income groups according to their ability and be 
spent in the interests of the various areas and classes of 
people according to their needs for development. 

Question No. 2 . 

In modern State taxation need not be looked upon as 
good or bad in itself. A tax system, which serves the 
good of a class or section is bad, while a tax system, 
which served the common good of the State is good. 
In a planned economy, which provides for all-round 
development of the country, taxation should be looked 
upon as a necessity for the common good of the State. 

The practical test which is applied in judging a tax 
system is the manner in which the sacrifice involved in 
raising the tax revenue is distributed among the citizens 
consistent with the maintenance of the productive effi¬ 
ciency of the society. In an ideal tax system the tax 
burden should be distributed in such a way as to cause 
minimum loss of satisfaction to individuals and the loss 
should be equitably distributed. This conception naturally 
leads to the principle of distributive justice according 
to which theoretically the tax system should be so 
planned as to begin from the highest stratum of society 
and descend to the next stratum only after the income 
of the highest stratum has been rendered equal to that 
of the next stratum. In this way taxation should descend 
just as far down as is necessitated by the amount of 
revenue required by the State. It follows from this that 
people, whose means are not adequate to maintain a 
minimum standard of living, should not be taxed at all. 
But though in a mixed economy like ours enough money 
has to be collected by means of taxation and otherwise 
for investment in the public sector of development, it 
should not, at the same time, be forgotten that private 
enterprise, has still to play a considerable role in this 
system and unrestricted pursuit of distributive justice 
may not be compatible with the maximization of pro¬ 
ductive efficiency in such a system. Therefore, in consi¬ 
dering our plans of taxation, the requirements of 
distributive justice have to be modified by the demands 
of productive efficiency. Distinctions based on varying 
degrees of profit are the chief incentives to productive 
efforts. If distinctions earned by productive efforts are 
levelled out by taxation, the incentive to that effort 
would be destroyed and the margin of production would 
thereby be disturbed. It would, therefore, be highly 
undesirable in trying to secure ideal distributive justice, 
productive efforts are stultified. Hence on practical 
considerations the tax-burden should be so distributed 
as to lead to the maximization of productive efficiency 
of the entire society. 

But the need for maintaining distinction in society 
need not necessarily be a hindrance to a scheme of 
progressive taxation. In the present stage of our eco¬ 
nomic development a correct appreciation of the neces¬ 
sity for maintaining distinction would considerably en¬ 
large the scope of progressive taxation instead of res¬ 
tricting it. The State can safely pursue a policy of pro¬ 
gressive taxation without impairing the productive effi¬ 
ciency of the individual so long as the upper strata of 
the society are not rendered as poor as other sections. 

The principle of equal sacrifice has also to be modified 
in its application on another consideration. As already 
stated, private enterprise has been given a considerable 
place in our economy and it has to depend for its 
maintenance and progress mostly on the savings of 
individuals and corporations. It is out of the savings of 
individuals and corporations that the depreciations in 
the capital assets have to be repaired and additions 
made to the productive apparatus in that field on an 
over-increasing scale for the progress of the entire 
economy. As the bulk of the people in this country still 
live on the subsistence margin, most of the savings have 
to be supplied by the upper strata of the society. A 
sharply progressive tax-system would naturally create 
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A tendency for their savings to diminish by taxing them 
at the maximum rates. In this connection following 
observations made by the Majority Report of the 
Colwyn Committee is very relevant: — 

“But theer is a complementary aspect, which imposes 
a check on the application of the ability to pay principle. 
Money in the free disposition of the citizen has an utility 
to the State as well as to himself. Saved and invested, 
it supplies the financial and industrial needs of the com¬ 
munity. From this point of view, it cannot be said that 
there is diminishing utility in the individual income. The 
utility in fact, only begins when the income sufficient 
to leave a margin over necessary expenditure, in other 
words, the special utility to the community only begins 
when the greatest utility to the individuals has ceased. 
The larger the increase, the more room there is for 
saving and the State, when putting a heavy tax on 
income with the greater margin, has to consider the 
risk of doing too much damage to savings”. 

It would be evident from this that though from a 
distributive point of view, almost all the tax-revenue 
could be collected from the richer sections of the 
community, from a practical point of view, this course 
would damage the other sections of the community in 
whose interest the tax is collected and distributed. 
Hence on practical considerations the principle of equity 
or equal sacrifice for all, requires progressive taxation 
with an exemption limit subject to the necessity (a) to 
maintain distinctions as an urge to production and (b) 
to leave a sufficient margin for saving and investment 
in the private sector of the economy. 

Though, as stated above, taxation should not be used as 
a machinery to remove absolute inequality in income, the 
aim of our tax-system should be to mitigate and not 
to aggravate inequality in the distribution of income as 
has been rightly pointed out by the minority report of 
the Colwyn Committee. 

Lastly, it is now being increasingly recognised that 
every individual must pay some tax towards the cost of 
the State to realise that he is a citizen. Hence indirect 
taxes like sales tax, customs and excise have to be 
maintained through which the poorer strata of the society 
can only be reached effectively by the tax collector. 

No tax-system in the world can be said to conform 
fully to the principles of equity in taxation and the tax- 
system in India cannot be an exception to this. In the 
words of Lord Stamp “it may be taken as axiomatic 
that the more closely the tax conforms to just principles 
the more open it will be to evasion, and the problem for 
the State is always how closely to conform to principle 
without giving up its safeguards”. For this reason 
multiple tax-systems have been adopted by all the 
modern States with a view to reaching, as far as practi¬ 
cable, the tax-payers* ability to pay by a multiplicity of 
direct and indirect taxes. Broadly speaking, however, to 
make the tax system progressive more weight has to 
be attached to direct taxes like income-tax, corporation 
tax, super tax and death duties, which should form the 
bulk of the State revenue. To tax the incomes of the 
poor so that every body contributes something towards 
the expenses of the State, indirect taxes like customs, 
excise and sales tax, etc., have to be retained. But in 
selecting the commodities for taxation it should be seen 
that the necessaries of life, which form the bulk of the 
consumption of the poor, are exempted and the luxuries 
contribute a substantial portion of the indirect tax- 
revenue. 


Question No. 3. 

It is very difficult to answer this question without 
adequate quantitative information as to how much of the 
tax-burden is borne by the different income-groups in 
thjs country on the line of similar scientific investigations 
made in other countries for instance the Colwyn Com¬ 
mittee and by Shirras and Roastas for England. The 
estimates made by the Taxation Enquiry Committee, 
1924-25, Shah and Khamabatta, the Employer’s Associa¬ 
tion, Calcutta, in their pamphlet “who contributes to the 
Exchequer ?” suffer from one defect or other and can¬ 
not be taken as sufficiently authoritative to give a correct 
picture of the distribution of tax-burden among the 
various income groups in this country. However, from a 
rough analysis made by Dr. S. Misra, Head of the Depart¬ 
ment of Economics, Ravenshaw College, Cuttack, it 
appears that progressive direct taxes of the income-tax 
group namely income-tax, agricultural income-tax, taxes 
on profession, trade and callings, etc., and urban im¬ 
movable property tax, constituted only 14 per cent, of 
the total Central and State tax-revenue in 1938-39. The 
war brought about an welcome change and by 1945-46, 
their proportion increased to 31 per cent, of the total 
revenue. The same proportion (31 per cent.) was also 
maintained in 1951-52. Indirect luxury taxes, the inci¬ 
dence of which is principally borne by the people of the 
higher income groups, such as import duties on luxury 
goods and tax on entertainments, amusements, bettings 


etc., contributed 10 per cent, of the total tax-revenue in 
1938-39, but their proportion fell to 5 per cent, both in 
1945-46 and 1951-52. Taxes of the type of motor vehicle 
taxation, import and excise duty on tyres and tubes, a 
major portion of whose incidence is believed to fall on 
the people of higher income groups, contributed 6 
per cent, of the total tax revenue in 1938-39. Their 
proportion increased to 11 per cent, in 1945-46, but fell 
to 8 per cent, in 1951-52. Thus the taxes, which have 
been classed under the progressive group on account of 
the fact that their burden is mainly or principally borne 
by the people of higher income groups, together contri¬ 
buted 30 per cent, of the total tax revenue in 1938-39, 
47 per cent, in 1945-46 and 44 per cent, in 1951-52. 

The next group of taxes, whose incidence is un¬ 
predictable, namely stamps, registration, receipts from 
railways, posts and telegraphs etc,, contributed 10 
per cent, of the total tax receipt in 1938-39, 14 per cent, 
in 1945-46 and 7 per cent, in 1951-52. 

The third group, which has been broadly classed as the 
regressive group namely land revenue, salt, opium, union 
excises (excluding duties on motor spirits and tyres), 
State excise duties, general sales tax, import duties on 
articles of general consumption, raw materials and 
capital goods contributed 60 per cent, of the total tax- 
revenue in 1938-39, 39 per cent. 1945-46 and 49 per cent, 
in 1951-52. 

The above rough analysis would show that before the 
war, the tax-structure of the country was dominated by 
consumption taxes of a regressive character, which 
contributed 60 per cent, of the revenue. The income-tax 
group occupied only a minor position contributing 14 
per cent, of the tax revenue. Great changes were, how¬ 
ever, brought about during the war-period. The rates of 
income-tax were progressively raised by increased sur¬ 
charges until, towards the end of the war, the rates came 
almost in line with those of the advanced* countries. This 
brought about substantial improvement towards distri¬ 
butive justice. The income-tax group contributed 31 
per cent, and the progressive category as a whole 47 
per cent, of the total tax revenue by 1945-46 and the 
contribution from the regressive category declined to 
39 per cent. After the war, however, on account of the 
persistent demands from the business community and 
elsewhere, the maximum rate of income-tax was lowered 
from 154 annas to 1 24 annas in the rupee and the busi¬ 
ness profits tax and the capital-gains tax were abolished. 
During 1951-52 in order to prevent inflationary forces, 
a 5 per cent, surcharge was again imposed on income-tax 
but greater reliance was placed on additional indirect 
taxation. As a result in 1951-52, the proportion of the 
progressive tax group declined from 47 to 44 per cent., 
while the proportion of the regressive group increased 
from 39 per cent, to 49 per cent. It would appear from 
this that under the pressure of war finance, the tax- 
system of the country made substantial progress towards 
the realization of the principle of equity or ability to 
pay. But to give concessions to the business community 
in the interest of production, the rates have been lowered 
and other concessions have been allowed to that com¬ 
munity. It is, however, expected that the proportion 
would be again restored by the recent imposition of 
Estate Duty. 

In a relatively poor economy like ours the scope for 
raising money by direct taxation is somewhat limited 
and a fair amount of the tax-burden has necessarily to 
be laid on the community by means of indirect taxes. 
But at the same time it should not be overlooked that 
in this country only about 8 lakhs of people pay income- 
tax which clearly shows that there is great disparity in 
the income of the classes and the masses. In such circum¬ 
stances it would be legitimate objective of taxation to 
rectify this inequality to the maximum extent possible. It 
is, therefore, necessary to devise correct taxation policies, 
which will strike a proper balance between the ends of 
production and distribution, both of which, to a large 
extent, are complementary to each other. It should not 
be forgotten that an evenly distributed income sustains 
demand for consumption and thereby promotes produc¬ 
tive activity. Besides, stimulus to productive effort is 
needed not only by business-men. but by other sections 
of the community as well, whose effective income can, 
to a great extent, be reduced by heavy consumption 
taxes. 


Question No. 4. 

As stated above, there are no authoritative statistics to 
show to what extent taxable capacity of the various 
sections of the community has been used by the Indian 
Tax System. The Taxation Enquiry Committee of 1924-25 
were called upon to examine how the tax-Hurden was 
distributed, but on account of lack of necessary statisti¬ 
cal materials, the Committee considered the disirability 
or otherwise of particular taxes on the basis of “general 
considerations”. They divided the population into seven 
classes, but computed the tax-burden only in respect of 
the burden on rural labourers. Customs and excise duties 
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on certain commodities were assumed to be borne 
equally by all the classes and the per capita burden 
of the working classes was computed by dividing the 
revenue from these sources by the total population. The 
burden on the wage-earners was estimated in this 
manner. This estimate was obviously unsatisfactory. The 
differences in the wages of the various grades of wage- 
earners were not taken into account and there was no 
basis for the assumption that taxes affecting all were 
borne equally by all. The Committee did not make any 
attempt to measure quantitatively the burden on other 
classes. The per capita burden on the labouring classes 
was not of much use, since it could not be compared with 
the burdens of the other sections of the community. The 
Committee concluded that the distribution was uneven, 
the village-traders and landlords were lightly taxed and 
big merchants and professional classes should be made 
to pay more. This conclusion was vague, inadequate and 
was not borne out by any statistical evidence. Shah and 
Khamabatta made an attempt to examine the distribu¬ 
tion of taxation in “Wealth and taxable capacity ,, and 
their findings and conclusions were summarised in Shah’s 
Sixty Years of Indian Finance. They divided the entire 
population into two classes—rich and poor. It was esti¬ 
mated by them that the rich, forming 4 per cent, of the 
population, commanded an income of Rs. 600 crores and 
the poor, constituting 96 per cent., had an income of 
Rs. 1,200 crores. The division of the population into two 
classes was two broad and unrealistic and ignored, in 
particular, the middle classes. The authors then pointed 
out that certain taxes were exclusively borne by the 
rich or the poor and certain others shared by them. These 
latter were allocated between the rich and the poor in 
certain arbitrary propertions. On this it was shown that 
the rich paid Rs, 111 crores and the poor Rs. 167 crores 
by taxation. From this they concluded that the economi¬ 
cally weaker and less able section bore pecuniarily the 
largest proportion of the tax burden, The estimate was 
unsatisfactory and the conclusion unwarranted, Rs, 111 
crores out of Rs. 600 crores is a larger proportion than 
Rs, 167 crores out of Rs, 1,200 crores. The estimate, 
therefore, did not show that the tax-system was regres¬ 
sive, The conclusion may be valid, but this did not 
directly follow from the findings. 


In the pamphlet “Who contributes to the Exchequer ?” 
prepared by Shri A. C. S. Iyengar, Adviser, Indian 
Chamber of Commerce, the tax system has been severely 
criticised on the ground of serious discrimination against 
the upper sector. In this study, the population has been 
divided into two classes (a) lower and (b) middle and 
upper. The various taxes have been put under three 
separate heads. The first includes those to which the 
lower class does not make any contribution. The second 
consists of taxes or general consumption to which the 
contribution of the lower class is substantial, under the 
third .head have been put certain indirect taxes to which 
the lower class contributes, but not much. The tax burden 
under the second and third heads have been assigned 
in certain proportions between the two classes As in 
the estimate of Shah and Khamabatta, in this study also 
the division of the population into lower and upper 
classes is far too broad and the proportions of taxes 
assigned to them are arbitrary and hypothetical. Proceed¬ 
ing on this basis, it has been shown that the upper and 
middle class forming 12-4 per cent, of the population 
contributes 86*33 per cent, of the total tax-revenue 
whereas the large lower class constituting 87*6% of the 
population bears only 13*67 per cent, of the tax. The 
system has, therefore, been characterised as one of 
extreme disparity. But the study has not made any 
attempt to show what proportion of the national income 
accrues to the two classes and without this, the findings 
do not convey any meaning. 


Thus it would be seen that the various attempt made 
in the past to estimate the distribution of taxation were 
unrealistic and lacked significance. It is necessary to 
have proper scientific investigation on the line of those 
made by the Colwyn Committee and by Shirras and 
Roastas in “The burden of British taxation” before 
pronouncing any definite opinion on this important and 
controversial subject. Until this is done, only broad indi¬ 
cations can be given as suggested in answer to question 
No, 3. 

Question No. 5, 

On the basis of the total tax-revenue of the Central 
and State Governments in 1950-51, the Planning Com¬ 
mission have estimated that the total tax-revenue (a 
little over Rs. 625 crores) formed 7 per cent, of the 
national income, which was estimated at Rs. 9,000 crores 
in that year, Taking the revenues of the Central Govern¬ 
ments alone (that is, excluding revenues of local authori¬ 
ties in all cases and of State Governments in the case 
of Federations), the proportion of the tax revenue to 
national income has been shown as high as 35 per cent, 
in the United Kingdom, 22 per cent, in Australia, 23 
per cent, in United States and Japan, 27 per cent, in 
New Zealand, 19 per cent, in Canada and 20 per cent. 


even in Cylone. The Commission have, however, warned 
that too much should not be read into this comparison. 
As rightly pointed out by them, yields from taxation 
depend not only on the facilities for collection afforded 
by particular structural factors (as when corporate 
incomes are a large proportion of the national income 
or foreign trade account for a considerable part of the 
transactions) but also on the absolute levels of per capita 
income. This latter point is particularly relevant in view 
of the fact that the per capita income in India, which has 
been estimated at about Rs, 255, is one of the lowest in 
the world, compared with Rs. 2,700 in U. K., Rs. 3,070 in 
Australia, Rs. 6,970 in U.S.A., Rs. 480 in Japan and 
Rs. 4,210 in Canada. Besides, as stated by the Commis¬ 
sion, much also depends on the importance of monetary 
transactions in the economy. When a large part of the 
production is raised by the labour of peasant families 
and directly consumed by them, the scope for organising 
taxation would be obviously smaller than if the opera¬ 
tions were conducted through markets and result in 
monetary transactions. At the same time the Commission 
feel that the comparison has its significance, for if the 
proportion of the national income covered by taxation 
is as small as it is in India today, the public sector 
cannot, in the immediate future increase its savings 
to any significant extent and thus either raise the level 
of investment in the economy as a whole or provide 
social services on an adequate scale. 

These comparisons may also have their limitations, 
in the sense that to have a correct picture, it is neces¬ 
sary to collect accurate information about the exact pro¬ 
portion of the national income absorbed by all the taxing 
authorities in the different countries by way of taxation 
in view of the fact that the number and the nature of 
such taxing authorities vary from country to country. 
Not only this, it is also necessary to have comparative 
figures about the total revenue collected by these authori¬ 
ties from all sources including taxation and the pro¬ 
portion it forms of the total national income to judge 
whether the proportion of revenue collected by the 
State is a fair share of the national income. However, 
even when such accurate information is collected, it 
would probably be found that in this country the total 
tax-revenue and the total revenue collected by the State 
form comparatively smaller fractions of the national 
income than in more progressive countries. However, in 
view of the limitations pointed out above, particularly 
in view of the low per capita income of the people, which 
leaves very little savings with the people a vast majority 
of which is believed to live on the bare subsistence level, 
it is not possible to raise the proportion abruptly. It is, 
however, likely that the recent imposition of Estate 
Duty and the taxation measures suggested by the 
Planning Commission, if adopted by the different taxing 
authorities, where possible, might raise the proportion 
appreciably without having any adverse effect on the 
productive system of the country. 


Question No. 6. 

It is difficult to answer this question without adequate 
statistics. According to the estimate to the Planning 
Commission about 28 per cent, of the total tax-revenue 
comes from direct taxation treating land revenue as an 
indirect tax. But no break up figures are available, nor 
are any comparative figures available to ascertain the 
proportion of the direct and the indirect taxes in 
the total tax-revenue of the country in different periods, 
However a rough, analysis of the taxes collected by the 
Government of India shows that in 1938-39 out of the 
four principal taxes collected by them the two principal 
direct taxes, namely, corporation and income tax together 
contributed Rs. 17*28 crores or 22*9 per cent, of the 
total tax-receipt of Rs. 75*40 crores while Customs and 
Central Excise, the two principal indirect taxes, together 
contributed Rs. 49*17 crores or 65*2 per cent, of the total 
tax-receipt. The position was reversed by 1948-49, when 
corporation and income-tax contributed Rs. 181*76 crores 
or 50*2 per cent, of the total tax-receipt of Rs. 361*73 
crores, while customs and excise contributed Rs. 176*79 
crores or 48*8 per cent, of the total tax-receipt. But the 
position has again changed since 1949-50 onwards. Dur¬ 
ing that year their respective shares were Rs. 161*12 
crores or 45 per cent, and Rs. 192*56 crores or 53*8 

per cent, respectively out of the total tax-receipt of 

Rs. 357*28 crores. In 1950-51 they contributed Rs. 173*22 
crores or 42*8 per cent, and Rs. 224*69 crores or 55*5 
per cent, respectively out of the total tax-receipt of 
Rs. 404*52 crores. Similarly their shares were Rs. 187*60 
crores or 36*5 per cent, and Rs. 317*47 crores or 61*9 

per cent, respectively out of the total tax-receipt of 

Rs, 512*85 crores in 1951-52. According to the revised 
estimates for 1952-53, their respective shares are Rs. 170 
crores or 39*6 per cent, and Rs. 257 crores or 59*8 per cent, 
out of the total tax-receipt of Rs. 429*11 crores. During 
the current year their shares have been estimated at 
Rs. 160 crores or 37*6 per cent, and Rs. 264 crores or 62 
per cent, respectively out of the anticipated tax-receipt 
of Rs, 425*34 crores. Though similar figures are not 
readily available for all the State Governments, it can 
safely be assumed that the proportion of the indirect 
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taxes is greater in the State field. But the orthodox idea 
about the character of the direct and indirect taxes 
should be modified by the present day conditions. Direct 
taxes like land revenue may be regressive in charac-* 
ter, while indirect taxes like heavy excise duty or sales 
tax on luxuries may be made progressive in character. 
Hence what is necessary to examine in this context is 
not the proportion of the direct and indirect taxation in 
the tax-system of the country, but the exact distribution 
of the burden of taxation as a whole among the different 
sections of the community and their effects on the pro¬ 
ductive and distributive systems of the country. 

It may, however, be reasonable to guess that with 
the imposition of Estate Duty and the other taxes sug¬ 
gested by the Planning Commission for exploitation, 
wherever possible, there would be a satisfactory balance 
between the progressive and regressive taxes in the 
tax structure of the country as a whole. 


Question No. 7* 

With the progressive nationalization and consequent 
extension of the activities of the State in the domains 
of industry, trade and commerce it can be expected that 
non-tax revenue would occupy a more important place 
in the public revenues of the Centre and the State Gov¬ 
ernments in course of time. As far as the recent ten¬ 
dencies are concerned, it would, however, be seen from 
the following statistics that the expectation has not yet 
materialised. Till 1949-50 there was a progressive fall in 
the proportion of non-tax revenue in the total revenues 
of the Central Government as compared with the corres¬ 
ponding figures for 1938-39. There was a slight increase 
in the proportion in 1950-51, but there was again a fall 
in 1951-52 and 1952-53. Though according to the budget 
estimates for the current year there is an appreciable 
rise in its proportion, it has to be borne in mind that the 
Budget provides for the recovery of Rs, 18 erores from 
Pakistan, which inflates the proportion of non-tax 
revenue. 


(Rupees in erores) 


Year 

Total revenue 
of the 
Central 
Government 

Total non¬ 
tax revenue 

Percentage 
of the non¬ 
tax revenue 
of the total 
revenue 

>938-39 

84-47 

io-57 

12*5 

1948-49 

317-7° 

5I*70 

13*9 

1949-50 

350-39 

38*85 

u • 1 

1950-51 

. 410-66 

53*86 

13*0 

1951-52 

5'5'36 

55*37 

to* 7 

1952-53 (Revised). 

4l8 4 64 

46*35 

11* i 

1953-54 (Budget) . 

437-76 

67*32 

!5*4 


In case of the part A States, it would be evident from 
the following figures that though the share of non-tax 
revenue in the total revenue has increased during the 
post-war period as compared with the pre-war period, 
recent tendencies show a slight fall in this proportion. 


(Rupees in erores) 


Year 

Total 

revenue 

Total non¬ 
tax revenue 

Percentage 
of non-tax 
revenue of 
the total 
revenue 

•938-39 

79*42 

20*40 

25*6 

1948-49 

258*21 

63-13 

25*2 

1949-50 

291*31 

75-55 

25*9 

1950-51 

294*37 

82-86 

28*1 

i95 ! -52 

315*60 

97-39 

30*8 

1952-53 (Revised) 

336*96 

102*74 

30*5 

1953-54 (Budget) . 

350*51 

106*14 

20*3 


Similar figures are not available for the Part B States 
for the entire period for facility of comparison. The 
figures given below will, however, show that the position 
is not far different as far as the Part ‘B* States are 
concerned. 


Percentage 
of non-tax 


Year 

Total 

revenue 

Total non¬ 
tax revenue 

revenue of 
the total 
revenue 

• 950-51 

93’38 

35*29 

37-8 

•95«-52 

106*70 

45*oi 

42*2 

•952-53 (Revised) 

1 10*91 

43*37 

39‘i 

•953-54 (Budget) 

115*29 

46* 86 

40*6 


It would be evidefit from the ab<*ve statistics that 
though there has been considerable capital outlay in the 
public enterprises during recent years (about Rs. 856 
erores in the Central sector between 1948-49 and 1953-54) 
there is no corresponding increase in the receipts from 
non-tax revenue. The position is not quite satisfactory 
and positive steps will have to be taken to increase 
receipts from non-tax revenue so that sufficient funds 
could be made available for investment in the public 
sector in an increasing scale if the targets laid down in 
the Plan have to be reached in time. The Planning Com¬ 
mission have provided for higher receipts from the rail¬ 
ways in their assessment of resources for financing the 
Plan. Similar increased receipts are expected from Posts 
and Telegraphs and the nationalized industries of the 
Central Government. The Centre is also likely to derive 
appreciable revenue if the key export and import trades 
are taken over by it as contemplated. As far as the States 
are concerned, increased receipts are expected from irri¬ 
gation, nationalized State transport and electrical under¬ 
takings. A thorough reorganization of most of the State 
undertakings may, however, be necessary with a view to 
making their administration more efficient and business¬ 
like and less routine-bound. Unless this is attempted, the 
nationalized industries may not yield sufficient dividend 
as expected by the planners. 

There is also scope for expansion of the Commercial 
activities of the local bodies as in other progressive 
countries. 

Question No. 8. 

As a general rule receipts from particular taxes should 
not be funded or earmarked for specific purposes. All 
receipts should, as a rule, be credited to the Consolidated 
Fund and the Public Account and all disbursements 
should be made therefrom for facility of proper account¬ 
ing and audit. Occasions may, however, arise in which 
departures from this principle may be permitted. For 
instance, if it is necessary to give priority to a particular 
service on account of its unsatisfactory nature or other¬ 
wise, i.e. road transport receipt from particular taxes 
realised from the users of those services may be funded 
or earmarked for that particular service. On this princi¬ 
ple a separate Road Fund has been started in this State 
with effect from the current year and 50 per cent, of net 
proceeds from the Motor Vehicles Taxation is being 
credited to this Fund for improvement of specified roads 
or for specific objects relating to Road Transport, the 
remaining 50 per cent, being distributed among the local 
bodies for road development. The amount at the credit 
of the Fund is Rs. 13-56 lakhs during the current year. 

A separate Zamindari Abolition Fund has also been 
started with effect from 1952-53 with a view to watching 
that the abolition of the Estates and payment of compen¬ 
sation to the intermediaries are in the best interests of 
the tax-payers. The extra-revenue receipts such as land 
revenue, income from excise, forest and mines accrued 
to the State Government are being taken credit under 
the State revenue to be ultimately transferred to the 
Fund through the revenue head “57—Miscellaneous”. 
The expenditure in connection with the management of 
the Estate taken over, contribution payable to the Anehal 
Funds for collection of revenue and for maintaining 
educational and other institutions and the compensation 
payable to the intermediaries will, at the first instance, 
be met from the State revenue and will ultimately be 
transferred from the Fund to the State revenue. The 
balance in the Fund at the end of 1953-54 is expected 
to stand at Rs. 2-1 lakhs. Similarly if a particular tax 
is levied as a quid pro quo for any particular service, as 
is the case with most of the local taxation and fees, there 
may not be any serious objection to the receipts from 
those taxes being funded or earmarked for those specific 
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purposes. Similarly if a cess is levied for a specific 
purpose, i.e., education cess, there is no objection to the 
receipt from the cess being funded or earmarked for 
that particular purpose, i.e,, development of education. 
Such exceptions should, however, be rare as to many 
of these earmarked funds may confound accounting and 
audit and may deprive the Legislature of its legitimate 
right of the proper scrutiny of their activities. 

When earmarking of funds is made for specific pur¬ 
poses, it does not necessarily follow that that specific 
purpose should not get the normal assistance from the 
general budget, In fact in a majority of cases the ear¬ 
marked funds may not be sufficient to meet the cost 
of the specific service and the normal assistance from the 
general budget may be called for to meet the deficit. 

Question No. 9. 

On principle there is nothing objectionable in levying 
cesses for special purposes under certain conditions. For 
instance road cess, local cess, education cess, etc., are 
levied for specified local purposes as explained in Memo¬ 
randum IV. Similarly cesses can be levied for the 
improvement of particular industries. The recent 
imposition of the salt cess by the Central Government 
at the rate of annas two per standard maund in case of 
salt produced in private factories and annas three and 
half per maund in case of salt produced in Government 


responsibility for expansion of key industries like coal, 
iron and steel, aircraft manufacture, ship-building, manu¬ 
facture of telephone, telegraph and wireless apparatus, 
etc. Government have also retained right to acquire any 
undertaking in the public interest and to intervene 
in cases where the conduct of industry is unsatisfactory. 
Government are taking progressive steps in the direction 
of the implementation of the policy Resolution. It is, 
therefore, correct to say that Stafe undertakings com¬ 
mercial, industrial etc., are coming to play an increas¬ 
ingly important part in the economy of the country. It 
would, therefore, be natural to expect that receipts from 
State enterprises would, in future, form a greater propor¬ 
tion of the public revenues than hithertofore. 

It is too late to discuss the theory as to whether the 
State should participate in commercial and industrial 
undertakings and if so in what circumstances. In highly 
socialised countries public ownership is the rule and the 
problem of prices and public revenue are almost identi¬ 
cal. Even most of the non-socialistic European States 
have considerable public enterprises. Though in U. S. A. 
the Federal and the State Governments do not participate 
in public enterprises to such an extent, there the local 
bodies derive considerable revenue (about 14 to 15 
per cent,) from public enterprises, Hence Government 
ownership has by now become an accepted fact and the 
best principle to follow in this matter is that Govern¬ 
ment should carry on those ventures which it can do 


factories is an instance to the point. The obvious inten¬ 
tion in levying this cess is to create separate fund for 
the development of the salt industry and to meet the 
cost of the staff maintained specifically for this purpose. 
Similar cesses have also been levied from time to time 
on other industries like jute, tea, coffee etc. As stated 
in Memorandum I, the State Government are contemplat¬ 
ing to impose a mining development cess for the develop¬ 
ment of the mining areas in the State, The mineral 
wealth of Orissa is located generally in areas sparsely 
populated and with bad communications. Systematic and 
methodical exploitation of the minerals is thus handi¬ 
capped by lack of communication and difficulty of keep¬ 
ing the labour sufficiently healthy and in congenial sur¬ 
roundings. In the interest of mineral development and 
provision of due facilities for labour and persons living 
in the areas of exploitation of the minerals, Government 
thought it desirable to impose a cess on the minerals 
exported, sold and converted from mines. The objects 
for which the cess can be utilised include provision of 
communications, water-supply, electricity, for better 
development of mineral wealth and for the welfare 
of the labour employed in exploiting the minerals. The 
Orissa Mining areas Development Fund Act, 1952 as 
amended by the Amendment Act, 1953 makes provision 
for the levy of this cess and for securing the objectives 
mentioned above. Although sub-section (2) of Section 4 
of the Act provides for levy of cess at the rate not 
exceeding five per cent, of the value of the 
minerals at the pit’s mouth, the intention at present is 
not to charge the maximum rate, but to levy a cess at 
2J per cent, of the pit’s mouth value. The receipt from 
the cess has been roughly calculated at Rs. 12 lakhs. 
Detailed rules are being framed under Section 8 of the 
Act and necessary staff is being recruited to give effect 
to the provisions of the Act. 

Though there is no objection to levy of cess for specific- 
purposes as explained above, the rates of levy of such 
cesses should be kept low so as not to be felt by those 
on whom they are levied and the proceeds from them 
should be kept separate and be spent only for the specific 
purposes for which the levy is authorized. As far as possi¬ 
ble both the receipts and the expenditure from the 
fund should be under the control of the Legislature. 

Question No. 10. 

From the rough estimate prepared by the Planning 
Commission the book value of the gross assets of the 
Central and State Government undertakings, excluding 
the investment in motor transport, exceeded Rs. 1,200 
crores and those, owned by local authorities Over Rs. 1,000 
crores in 1950-51 against Rs. 1,500 crores of productive 
capital assets in the private sector excluding agriculture 
small-scale industry, transport and residential housing 
by the end of 1950. The proportion of the capital assets 
invested in public enterprises is much more by now 
compared with those of the private enterprises in view 
of the establishment of several new public enterprises 
like the Fertiliser Factory, the Chittaranjan locomotive 
works, the Telephone factory, the Heavy Electrical 
Equipment Factory, the Machine Tools Factory the 
Penicillin and Paludrin Factory, the D. D T Factory 
the Hmdusthan Aircraft Factory, the "Prefab” Housing 
Factory, the Hindustan Cables Factory etc., nationaliza¬ 
tion of air transport, increasing nationalization of road 
transport, extension of irrigation and electricity and 
multi-purpose river valley projects, etc. Under the Indus¬ 
trial Policy Statement of 1948. the principle of Govern¬ 
ment ownership has been accepted in respect of defence 
and sti'ategie industries like arms ammunition, atomic- 
energy and railways. The State has also assumed 
66—I T. E. Com, (N.D.)/55, 


more efficiently than private enterprise, leaving the latter 
the field in which it has an advantage. The practical 
tests that can be applied in judging this are relative 
efficiency and serviceability of public and private owner¬ 
ship in specific places, at specific times and in specific 
fields the ability willingness of private enterprise to take 
up essential industries without subsidy, the existence 
of malpractice like monopolies etc., in the field of private 
enterprise, the importance of the industry from the 
point of view of national defence or security etc. 

When Government plays a commercial role as an 
enterpreneur, it realises charges for its services as public 
prices. Such public pricing need not necessarily depend 
upon the calculation of profit or loss in the public 
enterprise as in case of private enterprise, but may, to 
some degree, depend upon the purpose for which the 
State undertakes the particular function. If the purpose 
is, say to encourage the consumption of a certain service, 
it may _ deliberately set the price below cost and point 
of maximum cost, such as charging concessional rates of 
postal service for certain purposes, charging lower rates 
of rent for Government houses supplied to certain low- 
paid employees, subsidizing food supply to people of low- 
income groups etc. In the other extreme public service 
may assume the character of ‘fiscal monopolies’ like 
getting maximum revenue for minimum consumption as 
in case of excisable articles etc. It may also charge only 
the cost price as in case of supply of foodgrains at a 
no-profit-on-loss basis or may charge the normal market 
price as in case of certain municipal services. Generally 
speaking, the benefit and cost principles have better 
application in the field of public prices, though at times 
it may be difficult to ascertain the cost of the service or 
the benefit of the particular service, like railway tariff 
schedules for combined passenger, mail and' goods 
service, differentiation in electric consumption for 
domestic commercial or industrial purposes, charging 
rates for postal services, varying with distance etc On 
the whole, however, the relationship between costs and 
returns cannot be ruled out even in case of public enter¬ 
prises in any long range economic nlanning Hence 
generally speaking, public enterprises "should not only 
be able to meet their actual cost of production, but should 
give a proper return for the capital invested in them 
and, where possible, should contribute a fair share to 
the public exchequer, which would have accrued to it 
by way of taxation of a similar private enterprise, Thi<= 
principle should particularly be followed in the field of 
those industries in which the State enters as a compe¬ 
titor with private entrepreneurs. 

Question No, 11* 

As stated above, no hard or fast principle can be laid 
down which can be of universal application in cases of 
all State undertakings. But. broadly speaking, all State 
enternrises run on commercial lines should aim at giving 
a reasonable return to cover the interest charged on the 
capital in zested in them from the public revenues and 
a pre-detenrmmd per cent, of the net profits as dividend 
more or less on the line of the revised railway conven- 
tion. The rest of the orofit should be utilised for building 
up reserve, depreciation or sinking funds according to 
necessity or for being ploughed back for deve'onment 
and expansion of the industry. To secure these objective 
and generally to give sufficient autonomy to the public 
enteronses, the corporation form of management should 

n° Q l- ed ' v S f / r a J P rr ; C . 1irab1e - in cases of 911 impor¬ 
tant nationalized undertakings. The Dractice followed in 

fTf* 0 ?, the important State undertakings in thus State 
and details about their organizational, financial and 
pricing arrangements have been furnished separately in 
Annexure I to this Memorandum, P ly ln 
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Incidence of Taxation 

Question No. 12. 

As stated in answer to question Nos. 3 and 4, it is 
necessary to undertake a scientific quantitative analysis 
of the incidence of taxation on the various income groups 
in the society on the line of similar investigations made 
in the advanced countries like United Kingdom and 
U.S.A. In making this analysis emphasis has not only to 
be laid on the income of the people of the different 
income groups, but also on their spending as revealed 
by their family budgets. This is necessary to determine 
what has been termed by Hobson as ‘economic surplus’ 
out of which all taxes have to be paid and investments 
have to be made for the progress of the economy. The 
assessment of the real tax burden will, however, not 
be complete unless simultaneously investigations are also 
undertaken regarding the benefits derived by the diff¬ 
erent income-groups out of the public spending. Such 
investigations have actually been made in countries like 
U. S. A. and the result shows that though, on the whole, 
the distribution of the tax-burden is progressive, the 
distribution of the benefits derived by the different 
income-groups from the Public services works in the 
reverse direction. This should be the aim of all welfare 
States in order to correct, to the extent possible, gross 
inequality in real income. 

Usually incidence of taxation is compared as. between 
people of different income-groups in countries like U. K. 
where generally people of the same income-group have 
the same way of leaving. The position is, however, some¬ 
what different in this country. Due to urban or rural 
residence and difference in their occupation people of the 
same income-groups are believed to pay different 
amounts by way of taxation in this country. All the three 
factors mentioned in this question should, therefore, be 
taken into account as the basis of differentiation in 
examining the incidence on taxation on various classes 
of people. 

Occupation is particularly relevant in the present day 
Indian conditions in determining taxable capacity in 
view of the reported shift in the income of the different 
occupational groups. With better prices for the primary 
produces, greater investment on the improvement of 
agriculture, irrigation and rural development generally 
provided in the First Five-year Plan and better wages 
and greater amenities provided for the labouring classes, 
in general, it has been asserted by several authorities 
that there is an improvement in the economic condition 
of the agricultural and labouring classes and if this is 
borne out and by actual scientific investigation, the fact 
can be taken into account in having a wider coverage 
for the taxes, whose incidence falls principally on these 
classes of people. 

Similarly in the existing conditions of the country, 
urban and rural residence may have a relevance in 
determining the taxable capacity of the people. This is 
particularly necessary in view of the opinion expressed 
by several expert authorities like the Economic Commis¬ 
sion for Asia and Far East and the Rural Banking 
Enquiry Committee that there is a shift of income in 
favour of the rural population and hence there is a need 
to raise the yield of rural taxation so as “ to demonstrate 
to the tax-payers as graphically as possible the benefits 
of tax payment to him and to his community,” 

Question No. 13. 

(a) As already explained, there is no definite statis¬ 
tical information to determine accurately whether the 
burden of the present tax system—Central, state and 
local—is fairly distributed among the different classes of 
people. A proper scientific study is necessary to give any 
definite opinion on this point. But broadly it might be 
said that in view of the reported shift in income in 
favour of the agricultural and labouring classes, and 
the extremely limited number of people paying the pro¬ 
gressive direct and indirect taxes, there is some scope 
for shifting a part of the tax-burden to the people of 
these classes in whose favour income has shifted during 
recent years by imposition of new taxes and wider 
coverage of the existing taxes as suggested by the Plan¬ 
ing Commission. 

(b) It is also not possible to answer this point definite¬ 
ly without adequate statistics. A comparison is often 
made about the relative tax burden of the different 
States by comparing their respective per capita revenue 
or per capita tax revenue. But this is a definitely wrong 
approach to the problem and any conclusions based on 
such statistics would be highly misleading in the absence 
of reliable figures about the per capita income of and the 
total tax-burden on the peo'ple of different States. The 
problem has also been complicated by several historical 
and geographical factors. For instance though the per 
camta revenue and the per captia tax revenue from 
State taxation of some of the Part B States is higher 


in comparison with those of some Part A States as 
would appear from the Statement given in Annexure 
II to this Memorandum, the comparison would be 
definitely misleading unless account is also taken of the 
existence or otherwise of the local taxes in those States 
and the per capita revenue and per capita tax revenue 
of all the local authorities in the respective States. 
Similarly in comparing the per capita revenue of the 
different States account should also be taken of the 
proportion of the Central assistance in the total revenue 
of the different States. Hence for a proper calculation 
of the incidence of taxation among the different States, 
it is necessary to determine as accurately as possible, the, 
per capita income of the people of the different States 
and the proportion which the total per capita tax reve¬ 
nue (Central. State and local) forms of that per capita 
income. In doing this account should be taken of the 
fact that for historical and geographical reasons though 
the major proportion of the important Central taxes like 
Income tax, customs and certain Central excises is 
collected from a few important port cities, or commercial 
and industrial towns, their actual incidence is spread 
over the producers or the consumers in other and wider 
areas and this fact should not be lost sight of while 
determining the formal incidence of these Central taxes. 
It should also be remembered that though the rate of a 
particular State tax may be lower in one State compared 
with the rate obtaining in another State, the total yield 
from the tax may be higher in the first State compared 
with the second if the taxable capacity of the people of 
the first State is comparatively better than that of the 
second State. Unfortunately the National Income Com¬ 
mittee have not yet been able to give any estimate of the 
per capita income of the people of the different States 
and whatever little information has been collected by the 
National Sample Survey regarding per capita consump¬ 
tion etc., is vitiated by the fact that it has been computed 
on a zonal basis and not on a Statewise basis and the 
figures are only for rural areas and not for the rural 
and urban areas combined. It is, therefore, not possible 
to determine the taxable capacity of the people of the 
different States on the basis of these figures and to assess 
whether the total burden of taxation on the people of the 
different States is in accordance with their taxable 
capacity. The other estimates like those made by Dr. B, 
Natarajan in his “Essay on National Income and Ex¬ 
penditure in India” are so very defective that any 
conclusions based on them would be grossly inaccurate 
as is the case with the assessment of the percentage 
of the per capita income absorbed by the various States 
by way of taxation made in Section IV of the Report 
of the Survey of Public Administration in India by 
Mr. P. H. Appleby. 

Besides, as explained in answer to question No. 12, no 
assessment of the real tax burden will be complete unless 
simultaneous investigations are also undertaken regard¬ 
ing the benefits derived by the people of the different 
States out of Central taxation as in case of State or local 
taxation. If more money out of Central taxation is spent 
in a particular State compared with another, the former 
State will have more taxable capacity than the latter. 

Question No, 14, 

As already stated in answer to question No. 12, though 
there are no definite data to demonstrate statistically the 
shift in income and consequently the shift in the tax- 
burden on the different classes of the Society, yet accord¬ 
ing to some authorities there is definite shift in income 
in favour of the rural people and the industrial labour. 
The Rural Banking Enquiry Committee have pointed out 
that the major part of the rural surpluses or savings 
would be with the bigger landholders and non-agricul¬ 
turists such as village money-lenders, traders, owners of 
mills etc. Territorially larger concentration of savings, 
in the opinion of the Committee, is in the more fertile 
and irrigated tracts or regions growing commercial 
crops. 

Similarly there is almost a consensus of opinion among 
competent observers that the average earning of the 
industrial labour has increased by 3 to 4 times compared 
with their earnings prior to World War II, Though the 
cost of living has also increased by about the same pro¬ 
portion and in consequence there is practically no in¬ 
crease in their individual earnings in real terms, yet the 
better employment opportunities afforded by industrial 
development during recent years, have given jobs to 
more people of the same earning family and the effect 
of prohibition is believed to have left more purchasing 
power in their hands. Though the income of the industrial 
and commercial classes has also increased during recent 
years on account of the expansion in industry and com¬ 
merce, the corresponding higher taxation rates and in¬ 
creased cost of living have reduced their saving to a con¬ 
siderable extent. 

These facts would lead to the general observation that 
the redistribution of income among the different classes 
of the society calls for a corresponding redistribution of 
their respective tax-burdens. But as pointed out by the 
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Economic Commission for Asia and Far East, the shift in 
the distribution of income is in favour of those classes 
of population, who are not in the habit of saving and 
keeping bank accounts. Hence to tap their savings other 
measures have to be adopted besides taxation. 

Question No. 15. 

Though the cost of compliance with tax regulations 
probably slightly adds to the tax-burden in cases of 
certain taxes like income-tax, excise and sales tax, its 
actual incidence is not as considerable as is often repre¬ 
sented by the business community. The tax regulations 
in these cases generally require maintenance of simple 
accounts, submission of certain prescribed returns and 
production of accounts for inspection, when required. If 
the assessees maintain correct accounts, as they should 
in their own interest, there should be no difficulty in their 
complying with these regulations, without any appreci¬ 
able extra cost. Unfortunately this is not always the case 
and the accounts are some times deliberately mani¬ 
pulated with a view to dodging the legitimate tax dues. 
This attitude calls for exhaustive investigations on the 
part of the tax collectors, which not only result in extra 
expenditure for the assessees and the exchequer alike, 
but also lead to harassment of the assessees in some 
occasions. These difficulties can, however, be minimised 
with a better sense of honesty and public morality 
among this class of assessees. 

Question No. 16. 

This point has been covered by the answers to ques¬ 
tion Nos, 12 and 13 (b). As stated therein proper scienti¬ 
fic investigations are necessary as is being done in U.S.A. 
not only to determine the benefits accruing to the diff¬ 
erent classes of the community from public expenditure 
but also to determine their effect on a Statewise basis. 


Question No. 17. 

The planning Commission have estimated that as much 
as one-third or more of total tax-revenue is derived from 
certain limited strata of society, which, according to 
them, implies that the burden of taxation spread over 
the rest of the community is correspondingly lighter. 
This, however, is inevitable in the present stage of our 
economic development. As regards the distribution of this 
burden among the industries and the occupations inter se , 
there is no reliable evidence to show that the tax-burden 
weighs heavily on any individual industry or occupa¬ 
tion, though complaints have been made from time to 
time from various industrial and commercial organisa¬ 
tions and associations that particular taxes weigh hea¬ 
vily on their respective industries or occupation. The 
Commission would be in a better position to assess to 
what extent complaints from such individual industries 
or occupations are justified with reference to the evi¬ 
dence adduced by them. 


Taxation and Economic Development 

Question No, 18. 

The orthodox idea that only productive schemes should 
be financed by loans and unproductive schemes should 
be financed from the current revenues has undergone a 
rapid transformation in recent years. This change of 
attitude is inevitable when a country embarks upon a 
planned programme of development of its entire re¬ 
sources. Since planned development aims essentially at 
building capital equipment, it generates employment and 
income without corresponding consumption goods. Hence 
it is potentially inflationary. It is, therefore, necessary to 
mop up the surplus purchasing powers in the hands of 
the community not only to collect sufficient capita] 
for investment in the public sector, but also to re¬ 
lieve the inflationary pressure on the economy. This 
squeezing out of the money from the coffers of the public 
can be done principally in two ways, taxation and public 
borrowing. What role should be assigned to each of these 
two processes entirely depends upon the circumstances 
and the stage of economic development of the country. 
In the progressive society in which income and wealth 
are more evenly distributed and the per capita income 
is high it would be possible to collect'almost the entire 
savings of the people by way of taxation after leaving a 
sufficient margin for investment in the private sector. 
In a society where there are gross inequalities in the 
income and wealth of the people and the per capita 
income is low, progressive taxes will fall principally on 
the limited number of people in the higher income 
brackets and comparatively heavy rates of taxation 
would deter their incentive to save and thereby deter 
capital formation, which is necessary for the progress 
of the entire society. Attempts will, therefore, have to 
be made in such a society to collect the small savings 
of the vast masses of the people in driblets principally 
through a national borrowing campaign supplemented 
by the moderate commodity taxation having the widest 
coverage. But if attempts to collect sufficient capital by 
way of borrowing do not succeed or if capital is shy 


or non-cooperative, there is no alternative but 
to resort to the widest measures of taxation for finding 
the additional resources required for the development 
of the country. Compulsory saving schemes can also 
be resorted to in such circumstances. 

Question No. 19. 

Though the programme of development envisaged in 
our first Five-year Plan is admittedly modest, even then 
it requires a capital outlay of Rs. 2,244 crores, including 
the recent addition to the plan to relieve unemployment, 
All the methods suggested in this question will, therefore, 
have to be exploited to the fullest extent possible to 
cope with the problem of maximising the resources 
required for financing the development schemes included 
in the plan in addition to other measures like intensifica¬ 
tion of the National Savings drive external financial 
assistance and deficit financing as suggested by the 
Planning Commission. The possibilities of economy and 
rationalization in public expenditure, particularly in the 
non-developmental field are constantly being explored 
by the Central Government and the State Governments 
and such measures as would bring about definite reduc¬ 
tion in expenditure are being adopted wherever possible 
or practicable. But there are obvious limitations in this 
matter and certain extra expenditure in the non-develop¬ 
mental field is inevitable for the successful execution 
of the development projects envisaged in the plan. This 
is particularly so in the field of reorganisation and 
strengthening of the administrative machinery to enable 
it to cope with the ever-increasing responsibilties placed 
on it in the developmental field. 

It is almost the unanimous opinion of all competent 
observers that there is considerable scope for increasing 
the revenues of both the Central Government and the 
State Governments by prevention of tax avoidance and 
tax evasion. The Planning Commission have furnished 
certain statistical data relating to this as far as income- 
tax is concerned. In memorandum I, an indication has 
been given regarding the extent of this problem as far 
as the State taxes like land revenue, sales tax, excise, 
agricultural income-tax, etc., are concerned. Reference 
has been made to the opinion of Mr. Paul H. Appleby 
according to which about 15 per cent, of some important 
kinds of taxes that should be realised under existing 
laws fail to reach the State and Centre treasuries. There 
is, therefore, considerable scope to increase revenues of 
the Centre and the States by better administration and 
collection of the existing taxes. 

As stated elsewhere in our memoranda there is scope 
for raising the rates of some of the existing taxes, 
tapping fresh sources of taxation and development of 
non-tax revenues. 

Though all the five processes have to be tried simul¬ 
taneously for maximising the resources required for 
financing development, greater importance has to be 
attached to (b) and (e) in the existing circumstances. 


Question No. 20. 

Taxation alone will not be adequate to tap large re¬ 
sources required for investment in the public sector. All 
the measures suggested in answer to question No. 19 will, 
therefore, have to be adopted to collect sufficient funds 
for investment in the public sector. The taxation and 
borrowing policies will, however, have to be devised on 
such a way as to leave sufficient funds for investment in 
the private sector. 


Question No. 21. 

The taxation policy should be so devised as to create 
and maintain what is called a proper ‘climate’ for sti¬ 
mulating capital-formation in the private sector con¬ 
sistently with the need to have sufficient flow of saving 
to the public sector for financing the development pro¬ 
jects. This, however, is a difficult trick to perform in our 
present day conditions, but the trick has to be preformed 
somehow. If the yield from the existing direct taxes 
could be increased by beter administration and improved 
collection of the existing taxes and the rural population, 
which is the main beneficiary of the development pro¬ 
jects, is tapped more by better coverage of - the com¬ 
modities taxes and imposition of the new taxes proposed 
by the Planning Commission, it could be possible to 
give some tax relief to the limited class of people, who 
are now contributing the major portion of the revenue 
from the progressive direct and indirect taxes, in order to 
stimulate saving and investment in the private sector. 

Question No. 22. 

(i) It is difficult to answer this question without special 
investigation. The general impression, however, is that 
the rate of capital formation in the community, which 
has been roughly estimated by the Planning Commis¬ 
sion to be 5 per cent, of the national income in 1950-51, 
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is lower compared with the prewar figure, which is said 
to be about 7 per cent, of the national income. Several 
explanations have been given for this fall. One of the 
most important factors which probably hinders capital 
formation, is the shift in the distribution of income to 
those classes of the population, which are not in the 
habit of saving or keeping bank accounts. As stated 
above, taxation measures have not kept pace with this 
shift in income as a result of which the total tax-burden 
is comparatively heavier on those classes of society, who 
are responsible "for saving and investment. Government’s 
policy of nationalization, control of capital issues, high 
prices resulting in higher production and replacement 
costs and higher cost of living, shrinkage of foreign and 
internal trade as a result of the emergence of the buyer’s 
market and other reasons, speculative activities in the 
stock exchange, existence of control over certain com¬ 
modities, malpractices followed by managing agents and 
certain anti-special elements among the business com¬ 
munity are some of the other factors, which are said to 
be more or less responsible, for the decline in the rate 
of capital formation during the post-war period. 

(ii) It is also difficult to answer this point without 
proper investigations. It, however, seems to be a fact that 
both individual savings an! reinvestment of corporate 
profits in business have undergone a set-back during 
recent years. The investigations now being carried on 
by the Shroff Committee and the specific investigations 
of the Commission may be able to throw some more 
light on the subject. 


Question No. 23. 

It is difficult to answer this. Question straightway as 
it is linked up with several other considerations like 
the level of prices, availability or otherwise of consumer 
goods, the facilities for saving and investment, etc. If 
the general level of prices is brought down appreciably, 
any tax-relief allowed to the people of middle-income 
group, would undoubtedly assist the growth of savings 
In the present level of prices, however, tax-relief may 
not provide much scope for saving as the surplus income 
will' most likely be utilised essential consumption, unless 
it is absorbed by the State by a Scheme of Compulsory 
Saving. Though on this ground there is a need for bring¬ 
ing down the prices of essential goods, a reverse policy 
has to be followed in respect of luxury goods by the 
control of their stocks or prices or both and by pro¬ 
gressive commodity taxation on them. Such a measure 
is likely to deter their immediate, consumption and to 
that extent stimulate saving. At the same time it is also 
necessary to intensify the campaign of national savings 
and introduce schemes of compulsory saving to encourage 
the habit of thrift among the people and collect their 
surplus funds through these campaigns for investment 
in productive schemes, preferably of local importance. 


Question No. 24. 

The estimate of the Planning Commission, like all 
estimates of this nature, is, after all, based upon certain 
assumptions, which may not hold true. However, it may 
be hoped that the taxation measures suggested by the 
Commission along with those suggested in these memo¬ 
randa, if given effect to where practicable, would help 
in realising the assumptions of the Commission. Certain 
tax concessions like income-tax concessions for new 
investiments for a definite period, increased depreciation 
allowance etc. as suggested in answer to question No. 27 
should also be considered in this connection. 


Question No. 25. 

This question has been incidentally discussed elsewhere 
in this memorandum. Some regulation of the consump¬ 
tion standards is not only necessary as a means of 
releasing larger resources for development, but also to 
check the inflationary pressure on the economy. Indirect 
taxes particularly progressive commodity taxes on the 
luxuries, will however, have to play more important role 
in this rather than direct taxes. 


Question No. 26. 

Theoratieally a rationalization of the tax-system may 
add to the efficiency of the productive system, but in 
actual practice this ideal is difficult of attainment in 
view of the multiplicity of the taxing authorities. Nor is 
this problem peculiar to India. This is inevitable in 
any federal form of Government, were there are bound 
to be several taxing authorities with concurrent jurisdic¬ 
tion. Though by agreement and convention among the 
various taxing authorities, a measure of uniformity can 
be attained on the broad principles to be followed in the 
field of commodity taxation, absolute uniformity is 
neither desirable nor practicable consistent with ’ the 
autonomy of the various taxing authorities, 


Question No. 27. 

At present the scope of taxation measures to secure 
an order of priorities in the development programme 
of the private sector is rather limited. The problem, how¬ 
ever, needs study in the light of the experiments made 
in other countries where taxation measures are being 
designed to influence the pattern of industrial develop¬ 
ment of the country. The devices like special deprecia¬ 
tion allowance, accelerated depreciation allowance and 
deferred depreciation adopted in Canada to canalise 
investment in desirable lines need close study and adap¬ 
tation to suit Indian conditions. Similarly the experi¬ 
ments carried on in the U. S. A, like the one in Puerto 
Rico in granting exemption from taxation to specified 
industries for a definite period to encourage investment 
in desirable lines along with penalisation of deferred 
depriciation for less desirable industries may stimulate 
investment in desirable lines according to the order of 
priorities fixed by the Planners, 

Question No, 28. 

A rational policy of taxation can to a great extent, 
influence over-alt demand by increasing or reducing the 
rates of consumption taxes according to necessity and 
generally adjusting the tax-system to the needs of the 
society. Generally speaking progressive consumption 
taxes can have the effect of reducing consumption of 
consumer goods, except probably the bare necessaries of 
life and a few commodities consumed by the people of 
the highest income brackets. Broadly speaking high 
rates of direct income brackets. Broadly speaking and 
invest while, high rates of indirect taxes may have the 
opposite effect. But the role of taxation in checking 
unessential investment and offering positive induce 
ments for desirable investments is extremely limited. 
However, as suggested in answer to question No. 27 ex¬ 
periments carried out in other countries may give some 
guidance in the matter. 

From the time wagner advocated the theory of taxa¬ 
tion being used as an instrument for the purpose of 
bringing about a redistribution of income and wealth 
in the society, economists and financial administrators 
have tried to give practical shape to this theory by 
accepting the principle of progression in taxation as the 
most important canon of Public Finance, The reverse 
policy in public spending is an important corollary to 
this principle in bringing about this desired redistribu¬ 
tion. But as already stated, though taxation can be used 
as an instrument in reducing gross inequality in income 
and wealth it is neither desirable nor practicable to 
bring about absolute equality in income and wealth by 
the machinery of taxation. 

For a planned economic development of the country, 
the tax-system can legitimately be used to fulfil these 
objectives according to necessity. 

Question No. 29. 

As already explained, in a comprehensive planning, 
a co-ordinated policy of taxation monetary policy and 
control of production and distribution is absolutely neces¬ 
sary. None of these can work in isolation or be alone 
sufficient in bringing about a planned economic develop¬ 
ment of the country. 

Question No. 30. 

Progression in the direct taxes like Income-tax and 
Agricultural Income-tax and indirect taxes on luxuries 
tends towards a reduction in the inequalities in income 
and wealth. The recent imposition of Estate Duty will 
carry the process a step further as it will reach the 
very source of inequality. 

Question No. 31. 

No fundamental changes in the existing tax-structure 
seems to be called for to secure this objective, beyond 
imposition of a progressive income-tax on agricultural 
income in those States, where it has not yet been im¬ 
posed. But with the recent abolition of the zamindaris 
in most of the States and the contemplated limitation 
of the maximum size of the agricultural holdings the 
inequality in agricultural income is bound to be reduced 
even without such a tax. 

Question No. 32. 

As already stated, properly planned public expenditure 
could be a useful corollary to a progressive tax-system 
in achieving a greater measure of equality in income. 

Question No. 33. 

In order to stimulate investment of foreign capital, 
Government have given the concession that foreign 
capital invested after January 1950 in projects approved 
by Government can be repatriated at any time together 





With any capital appreciation in the value of investment. 
Steps have also been taken to reduce the disparity bet- 
ween the tax payable by foreign companies carrying on 
business in India through a branch of the foreign subsi¬ 
diary and by those operating through wholly Indian 
subsidiaries by suitably adjusting the rates of super tax 
rebates. No further change in the policy appears to be 
necessary to attract foreign investment. 

Question No* 34 

(a) This need not be tried for the present in view of 
the recent imposition of the Estate Duty. 

(b) Estate duty has been recently imposed and it is 
yet too early to say what would be the yield from this 
tax. It would, however, be a useful supplement to the 
States’ share from Income-tax. 

(c) This point has been covered by the answer to 
question No. 186 in Memorandum IV. 

(d) It does not seem desirable to tap this source of 
revenue for the present. 

(e) This point has been covered by the answer to ques¬ 
tion No. 125 in Memorandum IV. 

(/) This point has been covered by the answer to ques¬ 
tion No. 126 in Memorandum IV. 

Question No. 35* 

In view of the recent imposition of Estate Duty a tax 
on capital does not seem to be called for. Such a tax 
would also adversely affect the incentive to save and 
invest in the present climate of the money market. The 
abolition of salt duty has not brought about any appreci¬ 
able reduction in the price of salt, though it has caused 
a loss of Rs. 9 to 10 crores of revenue to the Exchequer. 
On this ground certain economises strongly advocate the 
reimposition of salt duty as its per capita incidence on 
the people would be small. However, in view of the 
sentimental value attached to this tax by the people 
and on account of its past history, it would not be 
expedient to re impose the tax. The question of levy of 
a surcharge on land revenue was considered by the 
State Government, but was dropped for the reasons 
already explained in Memoranda I and IV. The question 
of a betterment levy is under consideration as already 
explained in Memoranda I and IV. The State Govern¬ 
ment have already imposed a progressive income-tax 
on Agricultural income, but for the reasons already 
stated, this tax is of diminishing importance. The policy 
of prohibition has already been discussed in Memo¬ 
randum IV. There is at present an increasing demand 
for providing social security schemes for certain classes 
of employees, i.e. Unemployment Insurance Fund. If 
such schemes have to be provided by the State there 
seems to be a case for imposing social security taxes as 
in other advanced countries. 

Question No* 36. 

This point has been covered by the answers to question 
Nos. 155, 156 and 222 in Memorandum IV. 

Question No* 37* 

This point has been discussed elsewhere in our memo¬ 
randa. There is scope for increasing revenue from the 
existing sources of taxation like income-tax, sales tax. 
excise and local taxes like property tax by better ad¬ 
ministration and collection. Land revenue needs a 
moderate upward revision after proper settlement. There 
is scope for extrntion of terminal taxes on railways. 
Irrigation rates can be stepped up where possible. The 
rates of local cesses need an upward revision. Exten¬ 
sion of special ccvses like education cess for local pur¬ 
poses also needs attention. There is much scope for 
increasing receipts from mineral royalties. The procedure 
and the machinery of administration of the public under¬ 
takings may have to be thoroughly recast to make them 
more efficient and profitable. 

Question No. 38. 

This point has also been discussed elsewhere. We have 
recommended betterment levy wherever possible. We 
have also recommended levy of taxes on advertisements 
other than those published in newspapers as a local 
source of taxation. The question of levying a mining cess 
in this State is under consideration. 

Question No. 39. 

Duties in respect of succession to property other than 
agricultural land, taxes on railway fares and freights, 
taxes other than stamp duties on transactions in stock 
exchanges and future markets, taxes on the sale or 
purchase of new tapers and on advertisements published 
therein have not been recommended by us. Hence the 
question of the Central Government imposing a sur¬ 


charge on them under article 271 does not arise. As 
regards the other taxes mentioned in articles 269 and 
270 it does not seem necessary for the Central Govern¬ 
ment to impose a surcharge on them for the purposes 
of the Union for the present. 

Taxation and Inflationary and Deflationary situation 

Question No. 40, 

Though tax—policy is generally recognised as one of 
the instruments for dealing with inflationary or defla¬ 
tionary situations, left alone, it may not be able to achie¬ 
ve much in the desired direction. Taxation policy has, 
therefore to be coordinated with, monetary policy, bank¬ 
ing policy, policy of public borrowing and spending, poli¬ 
cy of physical control of stocks and prices to control 
inflationary or deflationary situations effectively. 

Question No. 41. 

Inflationary or deflationary conditions arise out of the 
behaviour of the volume of expenditure on consumption. 
Progressive direct taxes affect top brackets of income 
and therefore savings and not so much consumption ex¬ 
penditure. Hence, generally speaking indirect taxes, i.e., 
taxes on consumption are more appropriate to meet in¬ 
flationary conditions than direct progressive taxes. 

(a) Apart from making direct taxes like income-tax 
steeply progressive, taxes like excess profits tax, business 
profits tax and capital gains tax are resorted to in certain 
circumstances in countering inflationary conditions in the 
economy. But such taxes generally have the effect of 
deterring incentive to save and invest and may thereby 
actually hamper production leading to greater inflation 
rather than checking it. 

(b) Indirect taxes like import duties, excise duties 
and sales tax should, for the reasons stated above, play 
greater role in checking inflationary conditions in the 
economy. But in selecting commodities for taxation care 
has to be taken to see that the effect of commodity taxa¬ 
tion is not such as to further contribute to the infla¬ 
tionary situation by causing a general rise in prices. 
Therefore greater reliance has to be placed on heavier 
import and/or excise duties on luxury and non-essential 
goods and higher rates of sales tax on those goods, which 
will have the effect of curtailing expenditure or them 
and thereby increasing the capacity of the people to save 
and invest. A reduction in such taxes may even be desi¬ 
rable in respect of machinery and raw materials for 
essential industries to stimulate their production with a 
view to bringing down the price level. On the other hand 
to check a deflationary situation reliance has to be 
placed on a general reduction of all commodity taxes 
including export duties. 

Question No, 4JJ, 

As stated in answer to question No. 40, taxation by 
itself may not be able to do much in counteracting in¬ 
flationary or deflationary conditions in the economy. But 
the fiscal policy of the country should be so devise as to 
be an auxiliary to the monetary, banking and price poli¬ 
cies in counteracting inflationary or deflationary situa¬ 
tions. 

Question No. 43* 

Normally Government is a large buyer of goods and 
services of the community. This is particularly so in a 
planned economy. Public expenditure policy can, there¬ 
fore play a considerable role in moderating the forces 
■of inflation or deflation. In an inflationary situation 
public-spending should aim at economy in non-essential 
expenditure, particularly expenditure that would add 
further to the inflationary spiral. The reverse policy will 
have to be followed to meet a deflationary situation and 
Government should in such circumstances take up more 
and more public and social welfare works to pump more 
money into circulation. The National Recovery Plan and 
the New Deal in U. S. A. are instances of what Govern¬ 
ment could do in situations like this. 

Question No. 44. 

We have no comments to offer beyond what has been 
stated in answer to question No. 41. 

Question No. 45 

The policy followed by the Central Government is 
one of disinflation rather than deflation. Apparently the 
intention is to maintain the prices more or less near about 
the pre-Korean level, when the Economic Adviser’s 
General Index of wholesale Prices stood at 393*3 (in May 
1950). There may be difference of opinion as to whether 
Government are justified in stabilising the prices at this 
level, but it has to be adnvtted that though 
prices fell sharply for some period during 1951-52, 
throughout 1952-53 and during the current year 
the prices are more or less hovering round this 
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figure, unlike the trend in most other countries, where 
the general price level was substantially above the pre- 
Korean level. Increase in production, the fiscal, monetary, 
price and control policies of Government, the measures 
adopted by the Reserve Bank have all contributed to 
this comparative stability in prices and their gradual 
downward trend during most part of this period. But 
one of the disquieting feature of the situation is that 
there is no proper price parity between the prices of 
the foodgrains, industrial raw materials and the finished 
goods and even between the different constituents of the 
same group. Positive steps will probably have to be 
taken to correct this disparity in the prices so as not 
to affect any section of the community adversely. The 
rather sharp decline in prices of raw jute and tea have 
adversely affected certain sections of the growers while 
rise in the prices of foodgrains as a result of progressive 
decontrol has tended to increase the cost of living of the 
people, particularly of the lower income groups. There is 
a large body of opinion that positive steps are necessary 
to further reduce the internal prices of essential food- 
grains and cotton textiles to bring down the cost of living 
of the masses. Reduction in the export duty of cotton 
textiles has stepped up exports. A further reduction in 
excise duty may be necessary to reduce its internal 
price and thereby stimulate internal consumption. Sales 
tax on foodgrains, wherever levied, should be removed 
as its incidence falls inequitably on the people of the 
lower income groups. It has also to be considered whether 
further reduction in the export duty on jute and jute 
goods is not justified in view of the prevailing depression 
in the industry. 

Part II— Direct Taxes 
Income-tax 

Question No. 52. 

The definition of “agricultural income” is practically 
the same in section 2(1) of the Indian Income-tax Act, 
1922 and section 2(a) of the Orissa Agricultural Income- 
tax Act, 1947, With the abolition of the zamindary 
estates, forests would gradually come under the manage¬ 
ment of the State Governments and as such forest 
revenue will not be subject to income-tax. There may, 
however, be a few plantation companies, which may still 
be subject to taxation both under the Central Act and 
the State Act. As explained in answer to question No. 
140 in Memorandum IV, in such cases the practice of the 
Central Government computing the whole income and 
assessing the central tax on a certain percentage of the 
computed income leaving the rest to be taxed under the 
State Act, may be followed. There is, therefore, no 
necessity to effect any modification in the definition of 
“agricultural income”, particularly in view of the 
diminishing importance of agricultural income-tax as 
explained in Memorandum IV. 

Question No. 53. 

This point has been covered in the answers to question 
Nos. 136 and 140 in Memorandum IV, 

Question No. 54. 

This point does not arise in view of what has been 
stated by us in answer to question Nos. 139 and 140. 

Question No. 56. 

Prior to the amendment of section 15-B of the Indian 
Income-tax Act, 1922, by the Finance Act, 1953, all 
donations for charitable purposes were not exempted 
from income-tax, but only donations to those charitable 
purposes, which were specifically approved by the 
Central Government, were exempted under this section 
subject to the restrictions laid down therein. This created 
difficulties and a large number of deserving charitable 
purposes recommended by the State Government could 
not secure approval of the Central Government, The 
amendment introduced by the Finance Act, 1953, has 
removed this difficulty and it is expected that there 
would be no further difficulties for the donations to 
genuine charitable purposes being exempted from 
income-tax under this amendment. The restrictions laid 
down in this section appear to be reasonable and no 
change in these provisions appear to be necessary for 
the present. 

Question No. 57. 

(i) We do not recommend any change in the existing 
provisions relating to exemption of the business profits 
of the co-operative enterprises for the present. 

(ii) We agree with the view that the income‘derived 
by Co-operative Housing Societies by way of rent should 
not be treated as income from property assessable to 
income-tax. No differentiation between the different types 
of Co-operative Housing Societies seems to be necessary 
for this purpose. 

(iii) We have no comments on this point. 


Question No. 80. 

Except in case of Co-operative enterprises, on principle 
there should be no difference in the rates for different 
types of corporate enterprises listed in this question. To 
prevent holding companies from being developed as 
monopolistic organisation* having anti-social objectives, 
it would be better to undertake special legislation ban¬ 
ning their formation instead of trying to correct their 
activities through taxation measures. 

Death Duties 

Question No. 101. 

The Estate Duty Act, 1953, is a timely measure and on 
the whole, its provisions appear to be satisfactory. It is 
hoped that the State Legislatures, which have not yet 
agreed to the imposition of the Estate Duty on agri¬ 
cultural and in their respective States, would give their 
consent under clause (1) of Article 252 of the Constitu¬ 
tion in order to enable the Central Government to issue 
notifications under Section 5(2) including the names of 
those States in the first schedule to the Act for the pur¬ 
pose of uniformity in this matter. The rates of duty laid 
down in the second schedule to the Act and the exemp¬ 
tions provided in the Act appear to be reasonable in 
view of the circumstances obtaining in this country. 
Modifications, if any, can only be thought of when some 
experience is gained in the administration of the Act. 

Question No. 102. 

Though a distinction in the rates of estate duty on 
the self-acquired property of the deceased and his inheri¬ 
ted property is sometimes suggested mainly with a view 
to providing an incentive to save and invest, such a dis¬ 
tinction should more appropriately be made in levying 
income-tax on earned and unearned income rather than 
in the rate of levy of estate duty. We are, therefore, not 
in favour of any distinction in the rates of levy on 
self-acquired property and inherited property of the 
deceased as far as estate duty is concerned. 

Part III —Commodity Taxes 
General 

Question No. 137, 

As a result of the implementation of the Five-year 
Plan there is likely to be scope for wider coverage of 
commodity taxes like export duties, excise and sales tax. 
on the commodities, whose production is likely to expand 
as a result of the developments envisaged in the plan. 
Unless this is done, there would be more glaring dis¬ 
parity between the tax-burden on the urban and the.* 
rural classes, as the benefits of development proposed in 
the present plan, would be more in favour of the rural 
classes than the urban classes. 

Question No. 138. 

The following luxury articles may be selected for 
imposition of commodity taxes at specially high rates : — 

(1) All silk goods including artificial silk. 

(2) Motor vehicles of all varieties and their spare 
parts and accessories. 

(3) Perambulators, 

(4) All articles and wares made of gold, silver or 
other precious metals including jewellery and 
imitation jewellery and electroplated articles, 

(5) All precious stones and imitations thereof and 
pearls, real or cultured. 

(6) Ivory articles or articles laid with ivory. 

(7) Radio sets and their component parts. 

(8) All electrical goods. 

(9) Purfumery, cosmetics and toilet articles. 

(10) All kinds of gramophones and their records. 

(11) Cinematographic and photographic articles and 
their accessories and component parts. 

(12) Refrigerators and air-conditioned plants and 
their components. 

(13) Wireless reception instruments and apparatus 
and their components. 

(14) Luxurious furniture including carpets, Kalins 
and Galichas. 

(15) Cigarettes, cigars, cheroots, pipe tabocco, 
cigarette cases, pipes and lighters. 

(16) All imported wines and intoxicants, where there 
is ho prohibtion, 

(17) All imported leather goods. 



53i 


In fact all these articles are at present subject to the 
highest rate of sales-tax or excise duty, as the case may 
be, as far as this State is concerned. 


Annexure I 

Government Commercial Undertakings 
Irrigation and Electricity Schemes 

1. (i) Practice regarding allocation. —The existing 
irrigation canals of the State are very old and they are 
unremunerative. No new major irrigation project is 
under contemplation, excepting the Hirakud Canal Pro¬ 
jects, which are yet to be completed. As regards the 
Electricity schemes, the main projects, namely, Hirakud 
Project and the Machkund Project, have not been com¬ 
pleted. A sufficiently large station, namely, the Chaud- 
war Thermal Station is now supplying power to Cuttack, 
Bhubaneswar and other places. But in this station, 
further installation of generating sets is still in progress. 
There are some other small stations, most of which have 
been taken over from the Durbar administrations after 
merger and a considerable capital investment is neces- 
sary to make them profitable concerns. Therefore, the 
Electricity Schemes on the whole, have not yet proved 
remunerative. In consequence, the question of allocation 
of the net surplus has not arisen so far in respect of 
these schemes. However, the principle that is being 
adopted in respect of these schemes is to credit the 
entire net surplus to the general revenues of the State. 

The schemes are being run departmentally, but when 
the proposed Electricity Board is constituted under the 
Electricity Supply Act, the Electricity Schemes may be 
made over to the Board. 


Suitability or Adequacy of the arrangement 

( ii ) Irrigation Schemes .—In the Niemeyer Award 
Orissa’s overall deficit was assessed at Rs. 50 lakhs a 
year including interest of about Rs. 10 lakhs on the pre- 
Reform Irrigation debts. The Province was exempted 
from payment of interest on the pre-Reform Irrigation 
debts but its subvention was reduced to Rs, 40 lakhs a 
year. Thus, owing to the unproductiveness of the irriga¬ 
tion canals, the Province suffers a permanent loss of 
about Rs. 10 lakhs a year. After deduction of actual 
working expenses from the gross receipts, the surplus 
revenue inclusive of tollage is only Rs. 25,000 a year 
roughly, which is negligible as far as the State revenue 
is concerned. 

Electricity Schemes. —Electricity schemes are now 
practically at their initial stages of development and have 
not yet earned any profits. Hence the question of suit¬ 
ability or adequacy of the arrangements regarding the 
allocation of the net surplus in their cases does not arise 
for the present. 


2. How the rates are fixed .—Water rates in Orissa 
canals and water cess in Rusikulya system have been 
fixed taking into account the total cost of supplying 
water and also the paying capacity of the users of 
canal water. 


Tolls on canal traffic has been fixed with a view to 
recovering a part of the cost of maintaining the canals. 

Tariffs for electric supply are generally worked out 
having regard to the costs of generation, transmission 
and distribution, which include maintenance, operation, 
interest and depreciation charges, transmission and 
transformation losses and also having regard to the capa¬ 
city of the consumer or industry to bear the tariff. 

The primary aim is to meet all expenses including 
interest and the secondary aim is to make a profit, if 
practicable. 

3. (a) Statement I is attached. 

(b) Statement II is attached. 

(c) The irrigation schemes are intended to supply 
water for irrigation purposes through the Orissa canals 
and Rusikulya canals. The Orissa canals are also intended 
to serve the purpose of providing navigation facilities. 
The revenue derived from the sources is not sufficient to 
meet the working expenses and interest charges. No 
reports have been published. 

As regards Electricity, as already stated, two major 
projects, the Machkund Hydro-Electric Scheme and 
Hirakud Hydro-Electric Scheme are still under construc¬ 
tion. The Machkund Hydro-Electric Scheme has been 
undertaken jointly by the Governments of Madras 
and Orissa. The Hirakud Project, with main transmission 
lines, will be constructed by the Central Government on 
behalf of the Government of Orissa. Distribution of 
power will be the responsibility of the State Government, 
With a view to developing load, a Thermal Station has 
been erected at Chowdar which is at present supplying 
power to Cuttack, Bhubaneswar and Khurda. This will 
ultimately form a part of Hirakud Power Utilisation 
Scheme. Small stations at other places are also being 
constructed to develop load so that when power is avail¬ 
able from these sources, it may not go waste. 

Some small power stations of the old Durbar adminis¬ 
trations were also taken over and run by Government 
These are gradually being improved. 

The present revenue from the Electrical schemes is 
not sufficient to meet the interest charges on the Capital 
invested and the working expenses as would be evident 
from Statement I, The schemes are expected to yield 
direct revenue after projects are completed and there is 
sufficient development of load. 


STATEMENT I 

Receipt and expenditure of Commercial Schemes (.Electricity and Irrigation) 


(Rupees in lakhs) 


-—— 


1948-49 

1949-50 

I 9505 1 

I 95*-52 

* 952-53 

(Revised) 

* 953-54 

(Budget) 

Electricity, 

Gross Receipts . 



o -43 

2*62 

5*31 

8-92 

15-61 

Deduct— 

(i) Working expenses 

. 

' ■ 

2*93 

3.88 

7*62 

9-28 

*5 ’ °6 

(2) Interest charges . 


•• 

i *57 

3*22 

5’42 

9*97 

14*26 

(3) Depreciation charges . 

. 



0*30 

0*81 

1 *46 

2*00 

Net Receipts . 

* 

•• 

(—) 4*°7 

(—) 4 ‘78 

(—) 8‘54 

(—)**• 79 

(—)* 5 ' 7 * 

Irrigation. 

Gross Receipts . 

Deduct — 


10*27 

12*91 

12*72 

l6’05 

21*09 

21*64 

(1) Working expenses 


18-05 

20*24 

CO 

O 

O'. 

15-4° 

18-38 

22’49 

(2) Interest charges . 


10*86 

10*83 

10*84 

I0’84 

10*84 

10*84 

( 3 ) Depreciation charges . 

* 

•• 






Net Receipts .... 


(-). 8-64 

(—)i8-i6 

(- -) 1 7 ' 3 ° 

(—)io-ig 

(—) 7-53 

(—)»!• 7 ° 
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STATEMENT II 
Capital & Depreciation 
Abstract 

(Rupees in lakhs) 


Provision till 



outlay till the end the end of 1953-54 

of 1953-54 

Irrigation 

(i) Orissa Canals ..... 

* . . . * 270*27 

No such provision is made in 
irrigation scheme. 

(2) Rusikulya Canals .... 

. 51-87 

Ditto. 

Electricity 

(1) Duduma Hydro-Electric Joint Scheme . 

. 207*26 

The scheme has not been com¬ 
pleted. 

(2) Duduma Transmission Scheme 

. 83-35 

0*05 

(3) Hirakud Power Utilisation Scheme 

. 1 I 1 5 6 

0*32 

(4) Cuttack Thermal Scheme 

. . , . . 86*90 

2 * 29 

(5) Baripada Electricity Scheme • 

4 * 70 

1*05 

(6) Town Electrification, Group I 

. 2*93 

o* 26 

(7) Town Electrification, Group II 

. 

o *59 


(Vide 

details attached) 


Details Of Statement II 


Capital investment 


(Rupees in lakhs) 



Up to the 
end of 

1949-50 

I 95°"5 I 

1951-52 

1952-53 

Revised 

1 953*54 
Budget 

Total 


1948-49 





Electricity 

1. Duduma Hydro-Electricity Joint Scheme 

13*11 

29*10 

36‘5i 

34'5i 

55’3« 

38-73 

207*26 

2. Duduma Transmission Scheme 

0*51 

1 • 22 

1 * 54 

3-88 

5*0i 

72*19 

83-35 

3. Hirakud Power Utilisation Scheme 






11*56 

n *56 

4. Cuttack Thermal Scheme ■ 

14*34 

19*49 

16* 17 

20' 14 

12*40 


86*90 

5. Baripada Electricity Scheme .... 

*3-34 


0 

07 

CO 

0* 22 

4-36 

o-18 

o* 28 

4-70 

6. Town Electrification, Group I 

*1*14 


0*62 

0*54 

0*29 

0*34 

2*93 

7. Town Electrification, Group II 

*2*70 

O* 22 

0*64 

0*26 

0*41 

00 

00 

0 

5*n 

Total Electricity 

35*14 

50*03 

56' 16 

58-55 

77-95 

123*98 

401*81 

* Including cost of assets taken over from Durbar Administration. 




Irrigation 

Orissa Canals. 

269*07 

O* JO 




0*50 

270-27 

Rushikulya System ...... 

51-87 






51-87 

Total Irrigation 

32i‘54 

O’ 10 




0*50 

322 * 14 


Depreciation 

Reserve 

Rs, 

Rs. 

Rs. 

Rs. 

Rs. 

Electricity Scheme 

1. Machkund Joint Scheme .... 


** 

•* 


- 

- 


2, Duduma Transmission Scheme 




•* 

b059 

3,364 

5.*423 

3. Hirakud Power Utilisation Scheme 






32,220 

32,220 

4. Cuttack Thermal Scheme 




18,000 

96,185 

1,15,000 

2,29,185 

5. Baripada Electric Supply Scheme . 



23,800 

26,952 

26,952 

26,952 

1,04,656 

6. Town Electrification, Group I 



6,325 

6,578 

6,578 

6,578 

26/359 

7. Town Electrification, Group II 




29,040 

14,805 

14,805 

58,650 

Total Electricity 



30,125 

80,570 

'.45,579 

1 >99,9 *9 

4.56,193 


Irrigation 


There is no such reserve under Irrigation. 
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Transport Organization 

The State undertakings, in respect of Transport Orga¬ 
nisation are the Nationalised and Rationalised Transport 
Services. The net surplus of Nationalised Transport 
Services after meeting all working expenses and various 
reserves merge in the general revenues of the State 
whereas the receipts of the Rationalised Transport 
Services in shape of dividends and interest on advance 
payment of shares, if any, are utilised in further invest¬ 
ment in the Rationalised Sector, In the Nationalised 
sector we have been getting on the average an yearly 
net outturn of 16 per cent, on the capital invested after 
meeting cost of all working expenses and the reserves. 
In the Rationalised Sector this average has been lower 
in the past, partly due to lower rates adopted with a 
view to providing cheap transport and partly due to 
certain handicaps. We have already succeeded in remov¬ 
ing these handicaps to a large extent and there is every 
reason to expect a better percentage of dividend on the 
capital invested in this sector also, though not as much 
as in the nationalised sector for the obvious reasons that 
rates adopted are lower here. 

The State Transport Services are run department ally 
and the Rationalised Transport Services under a tripar¬ 
tite Joint Stock Company styled as the Orissa Road 
Transport Co. Ltd., the shares of which have been 
allotted as follows : — 


I. 

State Government ..... 

31 % 

2. 

Central Government through Railways . 

20 % 

3* 

Public including ex-Operators . . * 

29 % 

4’ 

Employees of the company .... 

20 % 

There is, however, proposal to replace the 

present 


Orissa Road Transport Co. Ltd. by a Corporation under 
the Road Transport Corporation Act, 1950 as recom¬ 
mended by the Transport Advisory Council. 


(ii) Considering the interests of the State Revenues it 
is desirable that part of the profits from the Joint Stock 
Company (Rationalised Sector) should be credited to the 
Sfate Revenues or State Road Fund, preferably to the 
latter. The other portion should be used for providing 
better amenities to the consumers and the employees. 
50 per cent, of the profits should go for this purpose and 
50 per cent, towards the State Revenue or State Road 
Fund. Similarly 50 per cent, of the profits for the depart¬ 
mental^ ruh transport services should be earmarked for 
the purpose of providing amenities to the consumers 
and the employees, This would still leave about 8 per 
cent, of the actual profits for the State Revenue or State 
Road Fund. 

2. As far as goods services are concerned the activities 
of the State Government are almost nil. The only State 
sponsored freight service is being run by the Orissa 
Road Transport Co. Ltd., between Berhampur and Rus- 
selkonda, a distance of 50 miles. The following rates are 
charged in this service : — 

(i) Rs. 1-9-0 per bundle of dry leavfes. 

(ii) Rs. 1-4-0 per maund for all kinds of commodities 
inclusive of parcels and goods. 

These are based on local conditions. 

As regards passenger transport services, the rates 
charged vary from Re. 0-0-7 to Re. 0-1-0 per mile per 
passenger depending on local conditions like road condi¬ 
tions, past practice, etc. Charges for luggage are also 
made after deducting a free luggage allowance at rates 
varying from 4 pies to 7 pies per mile per maund de¬ 
pending on similar conditions. Fixation of these rates 
take into account a reasonable margin of profit. Of course 
the rates are allowed subject to maximum rates fixed 
by campetent authorities under the law. 


It may be desirable to change the existing arrange- 3. As already stated before, the State Sponsored Road 

ments regarding the allocation of the net profits of the Transport Services in the State consist of two sectors 

State Transport undertakings..The changes are indicated viz . (1) Nationalised and (2) Rationalised Transport 

under sub-para. (ii). Services. Details required are furnished below : — 


Year 

Details of Gross 

Total expenses 

( i ) Working expenses Net Receipts Allocation 


investment Receipts 

(it) Interest charges 
(in) Depreciation charges 


I 

2 

3 

4 


5 

6 


State 

Transport Service 





Rs. 

Rs. 


Rs. 

Rs. 


19^3-49 

*10,33,377 

7>96,983 

(i) 

(«) & (tit) 

4.47.386 \ 
1,80,562 / 

*,69,035 


I949'50 

* - • 1 *>43>297 

*3.9 *>945 

(*) 

9,48,472 1 

1,69,209 



16,14,536 

21,85,183 

(ii) & (tit) 

2,74,264 / 

Merged in State 

1- Revenue, 


1950-51 . 

(*') . 

14,12,651 \ 

2,63,651 

■ 





(tt) & (tit) 

5,08,881 J 


i95 r -5« ■ 

17,09,440 

24>45,489 

(i) 

*6,01,357 \ 

i 

3,02,778 





(ii) & (Hi) 

5,4*,354 J 



Orissa Road Transport Co. Ltd. 




1951-52 

8,44,179 

*7.53,324 

(*) («) & (»**) 

16,70,027 

83,298 

This is a bad year and 


21,16,375 

*5.82,171 



need not be taken as 

1952-53 

Ditto, 

*5.78,659 

t3>5*2 

indicative of actual 
profits. 




* The figures, of investment are progressive and include a sum of Rs. 
tFigures are progressive. 

Out rf the above total investments in Orissa Road 
Transport Co. Ltd., the amount invested by the State 
Government are as follows: — 

Rs. 

1950-51.7*65,000 

i95t-52.Nil 

1952-53.. J7,44,000 

The State Government received a total amount of 
Rs. 49,791 towards dividend and interest on advance 
purchase of shares for 1950-52 and the same amount 
has been utilised for further investments in 1952-53. 
Thera has been no receipts for 1952-53, 


1,79,000 being capital acquired from ex-State areas. 


(b) A loan of Rs. 15 lakhs was taken from Government 
of India to start the schemes and has yet not been paid. 
A sinking fund has been created since 1952-53 and a 
sum of Rs. 9 lakhs has been credited to this fund so far. 
It is the intention of the State Government to put into 
the fund, the profits from the Nationalised Sector here¬ 
after completely till the full amount of Rs. 15 lakhs is 
made up, which is expected by 1955-56. 


(c) Financial Reviews of the Nationalised State 
Transport Services for the year 1950-51 and 1951-52 and 
Audit Reports of the Orissa Road Transport Co, Ltd., 
for the years 1951-52 and 1952-53 are enclosed. 


67—1 T. E. Com. (N. D.)/55 
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Financial Review for the year 1950-51 

The following statements showing the financial results 
of the Nationalised State Transport Services operating 
in Bolangir, Sundergarh and Keonjhar Units for the year 
ending the 31st March 1951, are appended: — 

(a) Consolidated Trading and Profit and Loss 
Account, 

(b) Consolidated Profit and Loss Appropriation 
Account, 

(c) Consolidated Balance Sheet. 

General Comments .—The Account closed with a Net 
Profit of Rs. 2,63,651 or 16-3 per cent, on the Capital 
invested as against Rs. 1,69,209 or 14*8 per cent, during 
the previous year. The rise in the Profits is chiefly due 
to larger number of vehicles operating on the rbad, 
greater number of passengei’S carried, and stricter control 
on the lines, by means of frequent surprise checks 
carried out by a special staff employed for the purpose. 

Provision has been made for certain additional Reser¬ 
ves in the Accounts of the year, viz., ‘Obsolescense Reser¬ 
ve’ to meet the extra cost of vehicle, ‘Accident Reserve’ 
in lieu of insurance of our vehicles with private com¬ 
panies to meet third party risks and ‘Reserve for Work¬ 
men’s Compensation Fund’ for compensating the running 
mechanical staff for serious injuries sustained by them 
during the course of their duties in the workshops, main¬ 
tenance sheds and on line. 

Nationalised State Transport Operations were started 
on the 1st January 1948 with 43 vehicles and 1,503 miles 
of routes. During the course of these three years, public 
demand necessitated the increase in number of vehicles 
to 110 with a corresponding increase in route mileage 
to 2,003 miles. 

The following figures will show the progress made 


during the three years 

:— 



Particulars 

1948-49 

1949-50 

i 95 0 - 5 i 

No. of vehicles 

43 

90 

♦no 

Route Mileage 

i, 5°3 

1,885 

*2,003 

Vehicle Mileage , 

* 594)056 

1 , 398,156 

1,908,647 

No. of passengers Carried 

* 451)478 

1 ) 03^573 

«, 5 ° 5 , 3 i 3 


Rs. 

Ra. 

Rs. 

Capital Investment 

• io,33.377 

11 * 43,297 

*16,14,536 

Gross Income 

• 7 . 96 , 9 8 3 

J 3 * 9 1 ,945 

21,85,183 

Net Income. 

. 1.69,035 

1,69,209 

2,63,651 


*These figures are progressive figures* 


Steps have been taken to install full-fledged work¬ 
shops at central places in the respective zones and it is 
hoped that when this is done the expenditure on account 
of maintenance of vehicles and major repairs will be 
reduced to a great extent. 

Financial review on the Accounts of the State Transport 
Service for the year 1951-52 

The following statements showing the financial results 
of the Nationalised State Transport Services operating 
In Bolangir, Sundergarh and Keonjhar Zones for the 
period ending the 31st March 1952, are appended : — 

(a) Consolidated Trading and Profit and Loss 
Accounts, 


(b) Consolidated Profit and Loss Appropriation 
Account, 

(c) Consolidated Balance Sheet. 


The accounts for the year under review closed with a 
net profit of Rs. 3,02,788 which worked upto 17-7 per 
cent on the capital invested as against Rs. 2,63,651 and 
16-3 per cent respectively during the previous year. 

The above net profit has been arrived at after allow¬ 
ing for all the working expenses and for depreciation 
and other reserves which are indispensable for the State 
Transport Schemes. Provision has also been made for 
interest on capital investment at the rate of 4 per cent, 
per annum. 

The Net Profits earned upto the end of 1951-52 as 
per the proforma Accounts work upto Rs. 8,99,226 besides 
the accumulated reserves of Rs. 12,18,621 against a capital 
investment of Rs. 17,09,440. 

During the year under review to additional Reserves, 
viz., (1) Reserve for Bad and Doubtful Debts and (2) 
Reserve for obsolete stock, were created to provide for 
the possible non-realisation of the old outstanding dues 
relating to the pre-merger period and for the old stock 
of spare parts services of the ex-States and have since 
become obsolete due to their age. 


Excepting the Depreciation and the Accident Reserves 
which have been funded under “P—Deposits and Ad¬ 
vances—Part II—Deposits not bearing Interest, etc." 
none of the other Reserves, viz., Obsolescence Reserve 
and Workmen’s Compensation Reserve created during 
1950-51 has been funded and as such the amounts 
charged in the Profit and Loss Account for these 
Reserves have been merged in the State Revenues, 


Had the Depreciation and other accumulated Reserves 
been invested in Government Securities or other interest 
bearing Securities at the minimum rate of simple interest 
at the rate of 3 per cent, per annum, the State Transport 
would have earned an additional profit of Rs. 40,000 
upto the end of 1951-52. 


Out of the accumulated Net Profits of Rs. 6,01,894 to 
the end of 1950-51,. a Sinking Fund has been created 
by State Government in 1952-53 and a sum of Rs;. 6,00,000 
has been funded (P—Deposits and Advances—Part II— 
Deposits not bearing Interest) for repayment of the loan 
of Rs* 15,00,000 borrowed from the Government of India 
which is repayable in December 1955. 


As stated above the State Transport has been charged 
with interest at the rate of 4 per cent, per annum to the 
extent of Rs. 1,69,000 to the end of 1951-52. This could 
have been minimised to a great extent if the Profits 
earned so far had been utilised towards the repayment 
of the loan or invested in Interest-bearing Securities 
and Interest charged at the rate of 2*75 per cent, as 
payable to the Government of India. This would have 
resulted in a saving of Rs. 83,109 to the State Transport 
being the excess paid so far. State Transport will have 
to bear further interest charges in excess' to the tune 
of Rs. 1,55,000 in this score till the date of final repay¬ 
ment of the loan in December 1955. 


The following figures will show the financial position 
and the progress made during the last 4 years since 
1948-49 when the Nationalised State Transport Services 
started operation : — 



Particulars 


1948-49 

1949 - 5 ° 

1950-51 

1951-52 

Total 


1 


2 

3 

4 

5 

6 

1. No. of vehicles 

2, Route mileage . . 

3, Vehicle mileage . 

4. Passengers carried . 

. 


43 

>. 5°3 
• 594 >° 5 6 

451.478 

90 

1,885 

1,398,126 

1 ) 032*573 

no 

2,003 

1,098,647 

1 > 505*3 1 3 

112 
2,098 
1,928,127 
>.637,786 

112 
2,098 
5,828,156 
4,827,150 

5* Capital Investment • 

6. Gross Income. 

7. Direct Expenses. 

8. Gross Profit. 

9. Indirect charges (Reserves and Interest on Capital) * 

10. Net Profit . 

11, Percentage of Net Profit on Capital .... 


Rs. 

10 , 33.377 

7.96,983 

4 , 47,386 

3 , 49,597 

1,80,562 

1,60,035 

15-3 

Rs. 

11 , 43,297 

13 * 91,945 

9 ) 4^*472 

4 * 43)473 

2,74,264 

1,69,209 

14*8 

Rs.. 

16,14,536 

21,85,183 

14,12,651 

7 * 72,532 

5,08,881 

2,63,651 

i 6*3 

Rs. 

17.09,440 
24 . 45.489 
16,01,357 
8 , 44 , >32 
5 , 41.354 
3,02,778 
> 7-7 

Rs. 

*17,09,440 

08,19,600 

44,09,866 

34 , 0 9,734 

15*05,061 

19,04,683 


♦The figures are progressive and include a sum of Rs. 1 , 79,000 being Capital acquired from ex-States 
jThe Net Profit is subject to a further charge of Rs. 5 , 446 - 0-9 which does not relate to 1951 - 52 . 
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State trading scheme of Rice and paddy purchase 

The State Trading Scheme of Rice and Paddy purchase 
has been undertaken eversince 1943-44. The scheme is 
intended to run on “No profit no loss” basis. The small 
net profit of Rs. 19,78,794 which accrued up to the end 
of 1951-52, has been transferred to the General Revenues’ 
in the accounts of 1952-53 as decided by the State 
Government in consultation with the Comptroller and 
Auditor-General of India. 


As the scheme is intended to be a “No profit no loss” 
scheme, the question of allotment of the surplus does 
not arise normally as far as this scheme is concerned. 

2. Rice and Paddy are sold to the recipient administra¬ 
tions or to the Puhlic at cost price which takes into ac¬ 
count all the expenditure incurred by the State Gov¬ 
ernment. To a very limited extent sale to low income 
groups is partly subsidised by the Scheme, 



1948-49 

1949-50 

1950-51 

1 952-53 



Rs. 

Rs. 

Rs. 

Rs. 

Capital invested * . . . * . 

43,00,000 

43,17,961 

The Capital of 1948-49 and 1949-50 

Establishment Gapitalised ....... 

55,82.785 

17,34,811 

were carried forward during 
these years without any decrease 
or increase. 

>5,38,441 19,28,396 

(h) Gross Receipts 

7.76,91.981 

7,73,83,054 

6,06,14,872 

6,83,43,229 

Deduct — 

(i) Working expenses ... ... 

7,64,65,117 

7 . 6 3 » 90 , 7°6 

5,99,02,607 

6,85,41,532 

(u) Interest Charges ....... 

2,01,250 

1,90,625 

2,58,539 

2,58,539 

(m) Depreciation Charges 

29,000 

29,000 

29,000 

13,900 

Net Receipts t . . 

9 > 9 6 > 6i 4 

7,72,723 

4,24,726 

(—) 4 , 7 o ,742 Loss 


Total 

Add net profit up to the end of 1947-48 

177237321 

2 j 55>473 

This net profit has been transferred to General Revenues as explained 

in para (1) above 

• 

• 

>9,78,794 


General Remaks .—Due to existence of control over 
the prices of rice and paddy the prices have been kept 
artificially low. Otherwise the prices wovdd have shot 
up at least to the prices prevalent in the neighbouring 
States, which are about Hs. 3 higher per maund than 
Orissa prices. In that case the producers and business 
men of this State would have been able to earn more 
which would have indirectly benefited the State Govern¬ 
ment by way of higher taxation. 

Government Cold Storage, Cuttack — 

1. A maximum of Rs. 30,000 has been fixed for the 
Personal Ledger Account. Any excess above this amount 
is credited to the revenues of the State. The undertaking 
is run departmentally. The arrangement has worked 


fairly satisfactorily from the point of view of State 
revenues and from the point of view of the benefits 
derived by the cultivators C consumers). 

2. The rates are fixed on three considerations— 

(a) The cost price and incidental charges 

(b) The prevailing market rate 

(c) No high rates are to be charged even if the 
market rate goes high, so as to protect culti¬ 
vators. 

3. The working of the Cold Storage can be gauged 
from the following details : — 



4 

1950 

1951 

1952 


(a) Total capital investment ..... 


Rs- 5,55,843^3-6 

Rs. 6,39,888-3-6 

Rs. 57897283-15-0 

(b) Total receipts ..... 


Rs. 2,74,770-5-0 

Rs, 4,10,063-9-6 

Rs- 2,37,891-4-3 

(s) Profit or Loss . . . . 


Rs. 35,981-10-9 

Rs. 60,076-13-0 

Rs. 55,266-0-6 

(d) Quantity stored departmentally 


Md. 7,318-3-0 

Md. 9,518-20-0 

Md. 9,138-10-0 

(*) Quantity stored by public .... 


Md. 775-11-0 

Md. 2,128-28} 

Md. 2,954-18-0 

(/) Depreciation provision ..... 


Rs. 5,156-1-0 

Rs. 11,752-1-0 

Rs. 8,395-6-Q 


Handloom Textile Organisation , Cuttack— 2. A standard costing method is followed, keeping 61 

per cent, as overhead charges. 

1. A Personal Ledger Account with an initial credit 
of Rs. 50,000 has been opened. A loan of Rs. 3,00,000 has 
also been given by State Government for purchase of 
yarn, etc. The loan is repayable. The undertaking is run 

departmentally. The arrangement has proved satisfactory 3. The working of the organisation can be gauged 

both to the weavers and to the State. from the following details : — 



1948-49 

1949.50 

1 950 - 5 1 

1951-52 



Rs. 

Rs. 

Rs. 

Rs. 

Total Capital investment 

3,50,000 

3,50,000 

3,50,000 

2,50,000 

Receipts ....... 

8,20,000 

8,13,000 

7,54,000 

7,81,000 

Total Production . 

Yds. 9,30,000 

Yds. 9,52,000 

Yds. 7,63,000 

Yds. 8,07,000 

Total sale ....... 

8,20,000 

e 8,13,000 

7,54,000 

7,81,000 

Profit. 

37,500 

48,200 

53.000 

38,400 


Depreciation provision.—No depreciation is charged as no machineries are involved, 
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Annexure II 

Statement showing per capita revenue and per capita tax-revenue of the Parts A and B States 

(Rupees in 

lakhs) 









Tax-Revenue 

Revenue 



Name of the State 






Population 











(iq 5 i Census) 

Total Tax- 

Per capita 

Total Per capita 









Revenue 

in Rs. 

Revenue in 

Rs, 


1 






2 

3 

4 

5 

6 

Assam — 












1 950“5i (Accounts) 

. 




• 



6,49 

7*2 

9,92 

10-6 

1 951-52 (Accounts) 








7>3 1 

8*1 

11,29 

12*5 








9,043,707 





1952-53 (Revised) 





* 



7,35 

8m 

12,72 

14* 1 

1 953-54 (Budget) . 

. 







6,85 

7*6 

13,01 

14*4 

Bthar — 












1950-51 (Accounts) 








21,64 

5*4 

28,97 

7*2 

r 95 I_ 52 (Accounts) 








2 t ,49 

5*3 

34,30 

8*5 








40,225,947 





r 95 2_ 53 (Revised) 








23.13 

5 * 8 

35,77 

8*9 

> 953-54 (Budget) 

* 







22,44 

5-6 

33 ,o<> 

8*2 

Bombay—^ - 












1950-5: (Accounts) 








45.84 

12’ 7 

64,31 

17-9 

1951-52 (Accounts) 

* • 4 







44,55 

12*4 

62,70 

17*4 








35.956,150 





* 952-53 (Revised) 

* 







45 , 3 i 

12*6 

64,34 

17*9 

> 953-54 (Budget) . 

• , ■ 







49*20 

I 3 * 7 

67,84 

18-9 

Madhya Pradesh — 












1 950-51 (Accounts) 

• . * 







13,52 

6-4 

19,65 

9*2 

1951-52 (Accounts) 








14.95 

7*0 

23,60 

II* I 








21 , 247.533 





* 952-53 (Revised) 








> 6,39 

7 ’ 7 

23,90 

11*2 

1953-54 (Budget) 






• 


> 6,57 

7.8 

25,06 

11*8 

Madras— 












\ I 95 °- 5 I (Accounts) 


* 




• 


44,18 

7*7 

58,16 

10*2 

1951-52 (Accounts) 








44.89 

7*9 

59,43 

10*4 








57,016,002 





1 95 2 ~53 (Revised) 








48,10 

8-4 

63,36 

II* I 

1953-54 (Budget) 








49 , 1 9 

8*6 

65,75 

ii *5 

Orissa — 












: 950-51 (Accounts) 






* 


6,50 

4*4 

10,31 

7 *o 

I 95 1 " 5 * (Accounts) 

f # r 







6,97 

4*8 

11,96 

8*2 








>4.645.946 





1952-53 (Revised) 








8,14 

V 6 

13,60 

9*3 

1953-54 (Budget) . 








7,90 

5*4 

13,57 

9*3 

Punjab — 












1 950-5 1 (Accounts) 








9.83 

7*8 

16,86 

13*3 

1 95 1- 5 S (Accounts) 








10,97 

8*7 

18,17 

14*4 








12,641,305 





1952-53 (Revised) 








10,41 

8*2 

18,56 

14*7 

1953-54 (Budget) . 








n,o6 

8*7 

19,74 

15*6 

Uttar Pradesh — 












1950-51 (Accounts) 



• 





35,45 

5*6 

51,89 

8*2 

1:951-52 (Accounts) 








36,73 

5*8 

55,56 

8*8 








63.215.742 





i 95 2 -53 (Revised) 

* 







44,78 

7 * 1 

66,41 

10*6 

1953-54 (Budget) - 

. 







5 0 , 8 7 

8*o 

74,38 

n*8 

West Bengal — 












1950-5 1 (Accounts) 

. 


* 





28,06 

n *3 

34,30 

13*8 

I 95 I " 5 2 (Accounts) 








30,35 

12*2 

38,59 

15*6 








24,810,308 





1952-53 (Revised) 

. 


• 





30,61 

12*3 

38,30 

15*4 

1953“54 (Budget) . 

. 


* 





3 °,29 

12*2 

38,16 

i 5*4 
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Annexure II— Conid. 




I 







2 

3 

4 

5 

6 

Hyderabad — 

1 95 0 _ 5 I (Accounts) 

- 

• 

* 

* 

* 

• 

* 

- 


\ 19,13 

xo*3 

26,18 

14*0 

1951-52 (Accounts) 



. 

, 

. 





20,90 

11*2 

29.87 

16*0 

1952-53 (Revised) 


. 

. 

• 

• 

- 

• 

* 

18,655,108 

22,85 

12*3 

27.91 

14*9 

1953-54 (Budget) 

• 

* 

* 

* 

* 

* 

• 

* 


22,85 

12* I 

28,02 

15*2 

Madhya Bharat — 

1950-5 1 (Accounts) 


• 




* 




6,84 

8*6 

10,38 

13*0 

1951-52 (Accounts) 

. 

, 



. 

# 


# 


7,20 

9 *o 

i ».49 

i 4 -4 

1952-53 (Revised) 

* 



* 

* 

• 

* 

• 

7 , 954,154 

9 , 00 

n -3 

13,01 

16*4 

1 953-54 (Budget) . 

• 

* 


* 


* 




9,40 

H*8 

14,30 

17*9 

Mysore — 

1 950-51 (Accounts) 

* 

* 


* 






5.85 

6-4 

14,41 

15*9 

I 95 I -52 (Accounts) 


, 

* 







6,30 

6-9 

18,31 

20*2 

1952-53 (Revised) 








. 

9.074.972 

5,92 

6*5 

19,67 

21 * 7 

1953-54 (Budget) . 

* ' 

* 


• 




* 


5,54 

6-i 

20,62 

22* 7 

Patiala and East Punjab States Union -— 

1950-51 (Accounts) 








3,84 

11*0 

6,04 

17*3 

I 95 1_ 52 (Accounts) 



. 





# 

3,498,685 

4,45 

12*7 

6,09 

17*4 

1952 - 53 . (Revised) 

. 

- 

4 

• 





4.27 

12*2 

6,25 

17*9 

1953-54 (Budget) . 

- 

• 

* 





ms 


4,48 

12*9 

6,35 

18*2 

Rajasthan — 

1950-51 (Accounts) 


* 

* 




* 



11,17 

7*3 

14,01 

9*6 

1951-52 (Accounts) 




, 


. 

QENh 

rjisj 


11,23 

7*3 

15,51 

10*1 

1952-53 (Revised) 

* 


- 

* 

* 

* 

. 

1-1 

15 , 290,797 

13,33 

8-7 

17,50 

n *4 

1953-54 (Budget) . 

* 

* 


* 

* 

‘ 

• 

* 


14,15 

9*3 

19,44 

12*7 

Saurasktra — 

1950-51 (Accounts) 

* 

* 


* 



TW 

• 


3.67 

8-8 

7,77 

18*8 

1951-52 (Accounts) 

, 

. 




. 

' I 1 

. 


2,91 

7*0 

7,52 

18* 2 

1952-53 (Revised) 


* 

• . 

- 


* 

. 

• 

4.137.359 

3,77 

9*2 

9,84 

23*8 

1953-54 (Budget) . 

• 

• 

* 

• 



• 

♦ 


4,17 

IOM 

9,42 

22*8 

T ravancore - Cochin — 

1950-51 (Accounts) 










7,59 

8*2 

13,99 

15*1 

2951-52 (Accounts) 

9 


. 




. 

. 

9,280,425 

8,70 

9*4 

17,91 

19*3 

1952-53 (Revised) 

• 





* 



8 40 

9*1 

16,73 

18*0 

1953-54 (Budget) . 

• 



* 


* 


• 


8,11 

8-7 

17,14 

* 8*5 













MEMORANDUM VI 

A Note on Mineral Royalties 


In paragraph 43 of Memorandum I containing a 
General Note on State Taxation we have briefly referred 
to the difficulties experienced by States like Orissa in 
the matter of levy of reasonable royalties on the mineral 
wealth of the State on account of the policy followed by 
the Central Government in this matter. In this memo¬ 
randum we give a fuller note on the subject for a 
proper appreciation of the question* which is of vital 
importance to under deVelopec^ States like Orissa with 
considerable mineral resources, which, if properly 
exploited, would not only help in their rapid develop¬ 
ment but would also add considerably to the total 
national wealth of the country. 

2. By an Act called the Mines and Minerals (Regula¬ 
tion and Development) Act, which received the assent of 
the Governor-General on the 8th September 1948, the 

I. Coal 


2. Iron— 

(a) Used for extraction of iron ■ 

(b) Used for other purposes . 

3 . Manganese— 

(a) High Grade (45 per cent Mn. and over) 


[b) Low Grade (Below 45 per cent Mn.) 


4. Chromite-— 

(a) 45 per cent Cr 2 0 3 and above 


( 6 ) Less than 45 per cent Cr s O f 


5. Lime Stone or Dolomite 


6. Minerals other than Mica, Gold, Silver, Platinum and other * 
precious stones. 


3 . Prior to the commencement of the Mines and 
Minerals (Regulation and Development) Act, 1948, 
Provincial Governments were free to frame their own 
rules. The Mining Concessions (Central) Rules, 1939, 
were no more than model rules or executive instructions. 
Indeed in their letter No. M. 75, dated the 23rd August 
1939 , addressed to the Government of United Provinces 
on the subject of mining rules, the Government of India 
pointed out that the Central rules need not have any 
application to any area other than the Centrally 
administered areas and that the Provincial Governments 
were competent to frame their own rules and also sug¬ 
gested that, in supersession of the mining rules published 
in 1939, fresh rules should be issued by the Provincial 

1. Coal, exclusive of dust and coal used on the works « 
Coal' dust * 


3, Iron ore deposits ...... 

3. Manganese— 

(i) High Grade (*.<?., 47 per cent Mn. and over) 


(u) Low Grade 

4. Chromite— 

Concentrates Rs, 1-8-0 . 
Lump ore Rs, 1-0-0 


Low Grade 

5. Minerals or which no special rates have been provided (except 
natural petroleum, natural gas, gold, silver and precious 
stones for which rates will be prescribed by the Provincial 
Government when granting concessions for them.) 


Government of India have reserved to themselves 
exclusive power to make rules for regulating 
the grant of mining leases. The Act has laid down that 
no mining leases would be granted after its commence¬ 
ment, except in accordance with the rules made there¬ 
under. It has been further enacted that any mining 
lease granted otherwise than in accordance with those 
rules would be void and of no effect. Under rule 41 of 
the Mineral Concession Rules, 1949, the lessee shall pay 
royalty on minerals despatched from the leased area at 
the rate specified in the first schedule to the rules. The 
royalties prescribed in respect of some of the minerals 
in which the State of Orissa is interested are quoted 
below : — 

5 per cent of the F.O.R. price, subject to a minimum of 
8 annas per ton. 


8 annas per ton. 
Re. 1 per ton. 


5 per cent, of the sale value at the pit’s mouth, subject to a mini¬ 
mum of Re. 1 per ton. 

5 per cent of the sale value at the pit’s mouth, subject to a mini¬ 
mum of Re. o-8-o per ton. 


5 per cent of the sale value at the pit’s mouth, subject to 
a minimum of Rs. 1-8-0-per ton, 

5 per cent of the sale value at the pit’s mouth, subject to a 
minimum of 12 annas per ton, 

5 per cent of the sale value at the pit’s mouth subject to 
a minimum of 4 annas per ton. 

5 per cent of the sale value at the pit’s mouth. 


Governments. In the light of the position indicated by 
the Government of India, Provincial Governments pro¬ 
ceeded to frame their own rules more or less on the 
same lines as the. Mining Concessions (Central) Rules, 
1939, but with varying rates of royalty to accommodate 
local conditions. Limited as her Mineral resources then 
were, the infant Province of Orissa did not find it neces¬ 
sary to frame her own rules. The Bihar and Orissa 
Mineral Concession Rules, which were in force on the 
1 st April. 1936 when the new Province of Orissa was 
formed, came to be adopted. The royalty according to 
these rules was of the order of 2J per cent, of the pit’s 
mouth value. The Government of Bihar, however, revised 
their rates of royalties subsequently as follov/s — 

5 per cent of the sale value at the pit's mouth with a minimum of 
2 annas per ton. 

Half the rates fixed for coal. 

4 annas per ton. 


Per ton at the rate of jo per cent of the pit’s head value when it is 
Rs. 10 or under subject to a minimum of 9 annas onlv plus an 
additional royalty of 20 per cent of the sum by which the pit’s 
head value exceeds Rs. 10 a ton and a further additional royalty 
of 10 per cent of the amount by which the pit’s head value ex¬ 
ceeds Rs. 20 a ton. 

1 

6 annas per ton. 


Per ton when the pit’s head value is Rs, 10 or less plus an additional 
royalty of 20 per cent of the amount by which the pit’s head 
value exceeds Rs. 10 plus an additional royalty of 10 per cent 
of the amount by which the pit’s head value exceeds Rs. 20. 

7 annas per ton. 

5 per cent of the sale value at the pit’s mouth. 
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4, So far as Orissa is concerned the bulk of mineral 
deposits occur in the merged States* The rates of royalty 
varied from State to State and from time to time. The 
I. Coal (Talcher). 


a. Iron (Mayurbhanj) 


3, Manganese (Bonai) 

Manganese (Kconjhar) » 

4. Chromite (Keonjhar) * 


5. Lime Stone or Dolomite (Gangpur) .... 

6. Minerals other than mica, gold, silver, precious stones, etc. 

5 . It may be observed that except possibly in the case 
of coal, iron and lime-stone the rates of royalty fixed 
by the Government of India are lower than what were 
in force either in Bihar or in the Orissa Merged States 
prior to the commencement of the Mineral Concession 
Rules, 1949. In their letter No. M. II. 152-(20), dated the 
9th April 1949, the Government of India recognised that 
the rates of royalty should be such as to ensure on the 
one hand that the provinces are not deprived of their 
legitimate income and that on the other, the rates are 
not so high as to cripple the mineral industry. In this 
view of the matter the general level royalty was fixed 
at 5 per cent, of the pit’s mouth value as it compared 
favourably with the 2J per cent, level prescribed in 1939 
rules of the Government of India. It was not. however, 
appreciated that the Government of India’s Rules of 1939 
did not hold the field in the provinces, which framed 
their own rules and fixed their own royalties at rates 
warranted by the conditions prevailing in the provinces. 
In the territories, which merged in the State of Orissa 
on the .'ft January 1948, they had no application what¬ 
soever. So far as Orissa at least is concerned, no consola¬ 
tion can be derived from the reflection that the rates of 
royalty leviable under the Mineral Concession Rules, 

1949 compare favourably with those leviable under the 
Mining (Central) Rules, 1939, If the rates provided in the 
Mineral Concession Rules. 1949 are higher than those 
provided in the Mining (Central) Rules, 1939 only the 
Central Government have derived benefits from the 
change. 

6 . Before the Mineral Concession Rules, 1949 were 
finalised, comments of the Provincial Governments were 
invited. In their letter No. 9716-R,. dated the 18th 
August 1949 the Government of Orissa pointed out that 
the rates of royalty were rather low and that they should 
be raised to 10 per cent. The mineral industry argued 
that if it were to flourish the royalty should be no more 
than the 5 per cent level. That was accepted by the 
Central Government and the rates of royalty were 
maintained at the 5 per cent level in the Mineral Con¬ 
cession Rules, 1949 which came into force with effect 
from the 18th October, 1949. 

7. The Government of Orissa found it necessary again 
to urge in their letter No. 5164-R., dated the 8th May, 

1950 that the rates of royalty were too low to be of any 
benefit to the State Government and that without crippl¬ 
ing the mineral industry they could be raised to at least 
10 per cent, of the pit’s mouth value. The Government 
Of India replied that, royalty should not be considered 
as a source of income to the State Government. This 
statement of policy will be found mentioned in Govern¬ 
ment of India Ministry of Works. Mines and Power letter 
No M. 11-1886/50, dated the 30th June, 1950. The Govern¬ 
ment of India seem to maintain that minerals do not 
have any value until they are extracted and brought to 
the surface. This can as well be a ground for denying 
the State any right to levy royalty. However, the Gov¬ 
ernment of India appear to have felt later that the rates 
of royalty fixed by them were unconscionable and sno 
Tnoto, amended clause (i) of sub-rule (1) of rule 41 of 
the Mineral Concession Rules. 1949 whereby the rates 
specified in the rules are revisable with effect from the 
beginning of the year 1955 and once in eyery ten years. 
Precaution has, however, been taken to impose restric¬ 
tions upon the increase of royalties to over 1J times 
the rates specified in the first schedule to the Rules. The 
effect of this is that until the end of 1954, the State 
Government should rest content with the rates of royalty 
as specified in the first schedule to the Mineral Con¬ 
cession Rules, 1949 and that thereafter they can increase 
the royalty to the level of of the pit’s mouth value. 
In view of this it would be in the interest of the State 
to defer the grant of mining leases till 1955 or until 
such date when the Government of India would decide 
on an upward revision. Subsequently the Government of 
India appear to have realised that even with the increase 
in the rates of royalty from 1955 onwards, they will still 
be on the low side and in their letter No. M-II-152(77), 


rates which were in force immediately before integra¬ 
tion of the States were more or less as follows ; — 

2 annas per ton of coal despatched with a reservation that during 
the renewed leases from. 1951, the rate of royatly will be 5 per 
cent of pit’s mouth value subject to a minimum of 4 annas and 
a maximum of 6 annas per ton. 

4 to 8 annas per ton, also at the rate of 10 per cent ro'e of the pit’s 
mouth value. 

10 per cent of the pit’s mouth value. 

Varying from 6 annas to Rs. 4-6-0 per ton accordirig to grade. 

Rs. 5 per ton of high grade ore, over 45 per cent. 

Rs. 2 per ton of low grade ore, i.e. f below 45 per cent. 

Also at 10 per cent of the pit’s mouth value. 

Re. 0-9-9 P er ton of Dime Stone or Dolomite and Rs. 0-13-6 
per ton of lime. 

10 per cent of the pit’s mouth value. 

dated the 8th September. 1951 invited the views of the 
State Governments regarding the revised rates that 
should be fixed. In their letter No. 9095/R-IIW-151/51, 
dated the 25th October, 1951, the Government of Orissa 
again urged that so far as manganese and chromite were 
concerned, 25% of the pit’s mouth value should not be 
an inequitable share of profit but that they would be 
satisfied with 20% of the pit’s mouth value. In respect 
of coal and graphite they urged that the rate of royalty 
should be raised from 5% to 10% of the pit’s mouth 
value. Though no official reply was received to this letter, 
in their demi-official letter No. M-II. 152(85), dated the 
17th March, 1952 an indication was given that this was 
a matter of all-India importance and had to be carefully 
examined. This was followed by the demi-official letter 
No, M. 11-7183/52, dated the 12th November, 1952 from 
the Deputy Minister of Natural Resources and Scientific 
Research to the Finance Minister, Orissa. The letter 
indicated that the possibility of enhancing the royalty in 
respect of existing leases, whether granted prior or subse¬ 
quent to the commencement of the Mineral Concession 
Rules, 1949 was being explored. This, however, was not 
the point which was referred to Central Government. 
The point referred to them was the enhancement of 
royalties in respect of leases to be granted after such 
enhancement. The reply on this point was somewhat 
evasive. The suggestion made by the Government of 
India was that if in any particular case a particularly 
high rate of royalty was justifiable the State Government 
might refer that case to the Central Government so 
that under section 12 of the Mines and Minerals (Regu¬ 
lation and Development) Act, 1948 the Central Govern¬ 
ment might authorise the grant of that mining lease on 
royalty different from the one prescribed in the Mineral 
Concession Rules, 1949. The contention made by the 
State Government was that the rates of royalty pres¬ 
cribed in the Mineral Concession Rules, 1949 did not 
represent a fair share of the price of the minerals under¬ 
ground and that the rates can be raised without crippl¬ 
ing the mineral industry. Quite apparently this aspect 
of the matter has not received attention. Assumption has 
been made and is persisting that the rates prescribed 
are normally reasonable and that only in exceptional 
cases a departure will be allowed. If every case, where 
an enhancement of royalty is justifiable, should be ref¬ 
erred to the Central Government then there will be no 
case which would not be referred to them. The reason is 
that the basic rates are themselves on the low side and 
it is these basic rates that need an upward revision. 
There is no indication from the Government of India 
that a revision of the basic rates is under contempla¬ 
tion. Attention is being diverted to the question of ex¬ 
isting leases. The revision of royalty in respect of ex¬ 
isting leases may create legal_difficulties. What is neces¬ 
sary is the consideration of the question of enhancing 
the basic rates of royalties to have only a prospective 
effect after such revision is made. 

8 . As observed by Dr. M. S. Krishnan, “royalty is so 
to say, the lessor's sale price of the mineral or minerals 
which he leases out. It includes 2 elements; one is the 
amount which goes towards the retention of the capital 
or assets depleted while the second is the fair return on 
the capital. If the State is the owner, it will have to 
derive not only a revenue during the life of the deposit, 
but also a redemption value for the assets lost”. 
“Minerals occur in limited quantities. They cannot be 
grown like vegetable or animal products nor are they 
replenished by nature within a reasonable time, once 
they are taken out. They are, therefore, of the nature 
of capital assets which, once used, are gone for ever,” 
It is, therefore, of abiding importance that the States 
should have reasonable dividends for the capital assets 
depleted, With the rates as fixed by the Central Govern¬ 
ment, the Government of Orissa feel that their financial 
resources have been unduly crippled. In order to demon¬ 
strate the reasonableness of the proposals of the Gov¬ 
ernment of Orissa, nothing more is necessary than to 
work out the profits accruing to the mining industry. 
The case of a manganese lease may be taken. The ore 




is of varying grades and the intermediate grade (35 to 
45 per cent.) may be taken as the representative grade. 
Figures given below have relation to this grade of ore : — 


I. Cost of extraction including 
the cost of supervising staff. 


2. Cost of transport by road for 
a distance of 24 miles {Rs. 
2 a mile for 3 tons). 


3. Railway freight and other 
expenses. 


Rs. 10 per ton (the actual cost at 
the current rates work out 
to only Rs. 8 per ton but a 
higher cost is adopted as a 
measure of abundant caution 
against under estimates. 

Rs. 16 (a distance of 20 miles is 
considered to be the average 
distance between the mines 
and the railhead; haulage is 
known to be paid for at 8 
annas a ton. Higher figures 
are, however, adopted so that 
if there is' any error it may be 
on the side of inflation). 

Rs. 24 per ton (Bird and Co. are 
known to incur an expenditure 
of Rs. 23 per ton which com¬ 
prises numerous items). A 
figure of Rs. 24 is adopted to 
be on the safe side. 


Rs. 50 


contend with any show of reason that his dividend of 
Rs. 30 was not commensurate with his capital of Rs. 10. 
This is the position in a mine of quality by no means 
good and at a prohibited distance from the rail-head on 
roads difficult to negotiate, 

10. Yet another noticeable circumstance is that imme¬ 
diately' before integration of the States several Rulers 
granted mining leases fixing royalty at 10 per cent, of 
the pit’s mouth value. These leases were subsequently 
annulled by the State Government. One wonders why, 
if the industry could not bear this incidence of royalty, 
these leases were taken immediately before integration 
in hot haste and the lessees rushed to the law courts 
after they were annulled and argued that their leases 
should be deemed to be subsisting. If in the opinion of 
the lessees the incidence of royalty was high and in¬ 
commensurate with the dividends, one should have 
expected them to ask for fresh leases with the royalty as 
prescribed by the Government of India. That they have 
not chosen to do so is proof positive of the fact that the 
rates of royalty as fixed by the Durbars were not such 
as to cripple the industry as supposed by the Govern¬ 
ment of India. 

11. The first draft of the Mineral Concession Rules 
provided that the rate of royalty in respect of manganese 
would be as follows : — 


The price of the intermediate grade ore F. O. R., Calcutta 
is Rs. 120 per ton. It will be observed that the pit’s 
mouth value works out at (Rs. 120-40) Rs, 80 and the 
profits at (Rs, 120-50) Rs. 70 per ton. The State Govern¬ 
ment have urged that 20 per cent, of the pit’s mouth 
value of Rs. 80, namely, Rs. 16 should be awarded as 
royalty per ton. This would leave profit of Rs. 54 per ton 
to the lessee so that the total profits will have been 
distributed between the lessor and the lessee in the 
ratio of 8 : 27. The Government of India rates will only 
result in the profits being shared between the State and 
the industry in the ratio of 1 : 16. The above analysis 
would show that the State has not been given a fair 
deal but she has been told that when rules are promul¬ 
gated under section 6 of the Mines and Minerals (Regu¬ 
lation and Development) Act, 1948 regulating mining 
methods the cost of mining will increase and that the 
industry will not be able to bear a rate much higher than 
that fixed in the Rules. It is difficult to understand that 
better methods of mining will bring about a reduction in 
profits, but should the methods in the contemplation of 
the Government of India produce this unfortunate result, 
they will doubtless pause and consider what in the 
interest of the industry the methods should be. This, 
therefore, should not be an argument to reckon with 
for the purpose of fixing the royalty. The argument is 
sometimes advanced that although an increase in royalty 
may seem warranted by the present market, it would be 
wrong to assume that it will not fluctuate and if it 
declines, the industry will be crippled. This argument 
forgets that royalty represents a certain percentage of 
the profits and that if the market declines, royalty suffers 
a reduction along with the profits of the industry. 
Royalty sinks or swims with the profit. 

9. It may be pertinently mentioned in this context 
that in 1951, 2,000 tons of mixed manganese ore, of which 
only 1,000 tons were of grade between 44 to 45 per cent., 
were sold by the State Government at Rs, 50 per ton 
at a place 52 miles from the nearest rail-head. Had the 
State Government stuck to royalty they would have got 
no more than Rs. 2-8-0 per ton on the pit’s mouth value 
of Rs. 50 per ton ? Assuming that the cost of production 
is Rs. 10 per ton, the party taking the lease makes a 
profit of Rs. 37-8-0 a ton after paying the royalty. Would 
it bear hard on him to pay by way of royalty Rs. 10 
(20 per cent, of the pit’s mouth value) ? Could he 


Manganese— 

(») High grade (i. 47 per Per ton at the rate of 10 per cent 

cent Mn. and over). of the pit’s head value when it 
is Rs, 10 or under subject to a 
minimum of nine annas only 
plus an additional royalty of 
20 per cent of the sum by which 
the pit’s head value exceeds 
Rs. 10 a ton and a further 
additional royalty of 10 per 
cent of the amount by which 
the pit’s head value exceeds 
Rs. 20 a ton. 

(ft) Low grade , . Seven annas per ton. 

For reasons not quite obvious, the Government of India 
have gone back on their own views and have reduced 
tlje rate of royalty to 5 per cent, of the pit’s head value 
in spite of the protest lodged by the State Governments. 
The mineral resources of Orissa is one of its few assets. 
It is a wasting asset which, if once spent up, will be 
difficult to replenish. Orissa is denied her share of the 
assets while the mineral industry takes the lion’s share 
of the profit. 

12. Apprehending that the Government of India would 
like to have some differentiation on the basis of distance 
and quality of the mines and, therefore, of net profits of 
the industry, the Government of Orissa have classified 
the mineral-bearing areas into various grades and have 
not without reluctance, conceded that the basic rate 
of royalty may vary from 10 to 17 per cent of the 
pit’s mouth value according to the distance and quality 
of the mine. The State Government are not sure whether 
in spite of this compromise, the Government of India 
can persuade themselves to accept the State Govern¬ 
ment’s latest proposal. If the proposal made by the 
State Government from time to time need any support, 
the article on “Elements of a national mineral policy” 
by no less a person than Dr. M. S. Krishnan, published 
in the Indian Minerals of April, 1950 will afford it. He 
has examined the question of taxation on minerals in 
this article and finished by saying that “ this rate (the 
rate of royalty at 5 per cent of the pit’s mouth value 
specified in the Mineral Concession Rules, 1949) cannot 
however, be considered to yield a good return in the 
long run for the capital assets which will be depleted”. 
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Memoranda presented by the Finance Dept., Govt, of Punjab, to the 

Taxation Enquiry Commission 

MEMORANDUM I 

General Note on State Taxes 

1. The Budgetary position of the State on the In the Revenue Account, the following table gives the 

Revenue and Capital sides since partition is shown at position at a glance : — 

Annexures A to D. 


(Rupees in lakhs) 


Revenue Account 


Year 


Revenue 

Receipts 

Revenue 

Expenditure 

Surplus or 
Deficit 

Capital ex¬ 
penditure 
charged to 
Revenue 

Net 
plus ( 
or 

Deficit 

1947-48 (15th August, 1947 to 31st March, 1948) (Accounts) 


7,55 

9,35 

— i,8o 

5 

-L75 

1948-49 (Accounts) ........ 


i8,ro 

16,74 

+ 1,36 

43 

+93 

1949-50 (Accounts) .. 


16,95 

16,14 

+ 81 

33 

+48 

1950-51 (Accounts) . . . . • 


16,87 

16,00 

+87 


+87 

1951-52 (Accounts). 


l8,22 

16,11 

+2,11 

1 

+ 2,10 

1952-53 (Revised Estimate) ....... 

* 

18,56 

16,89 

+1,67 


+ •,67 

1953-54 (Budget Estimate). 


•9,74 

20,05 

-3i 


-3* 


Sur- 


It is, however, important to point out that Revenue 
Receipts and Expenditure include special credits and 
debits in respect of Relief and Rehabilitation on dis¬ 
placed persons and general grants from the Centre. If 
these are excluded, the net position would have been 
as follows ~ 

Rupees in lakhs 
Year Surplus or de¬ 

ficit—(—) 


1947- 48 

1948- 49 
1949 ^ 5 ° 
1950-51 
i95!-53 

1952 - 53 

1953- 54 


-2,09 

*.47 
—1,06 
46 
2,42 

59 

—1,40 


These figures show some degree of eccentricity from 
year to year, which is mainly on account of partition, 
the effects of which have not yet brought about a stable 
position. 

2 A summary of the main items of Revenue Expendi¬ 
ture for the years 1947-48 to 1953-54 is at Annexure B. 
The total Revenue Expenditure has increased from 
Rs. 16-73 crores in 1948-49 to Rs. 20-04 crores in 1953-54. 
The expenditure showed a very slight downward trend 
up to 1950-51 after which it began to rise steadily. 
Larger recoveries from the Centre on account of Relief 
and Rehabilitation expenditure and economy in internal 
expenditure resulted in an overall contraction in the 
earlier years. Increases appear under several heads. 
These are mostly due to the acceleration of Consolidation 
operations, the introduction of the Power Alcohol 
Scheme, Drainage Works, expansion of Beneficent Acti¬ 
vities, the execution of additional civil works, larger 
grants to Panchayats, increased expenditure on the 
National Cadet Corps, Debt Services, Bus Services and 
the start of Community Projects. 

It will be seen from Annexure E, that the direct 
demands on Revenue have increased from 6-8 per cent, 
of total revenue expenditure in 1948-49 to 10-9 per cent, 
in 1953-54. The percentage of expenditure on Civil 
Administration has fallen from 29 ■ 8 in 1948-49, 32*4 
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in 1949-50 to 26-5 in 1953-54. The percentage expendi¬ 
ture on Beneficent Departments has increased from 21*9 
to 24-3 during this period. 

3. Annexure F gives the break up of development 
expenditure. The pattern of this expenditure, as it has 
developed since 1951-52, is also shown in the statement. 
The changes that have taken place in the expenditure 
on the Plan are discussed while dealing with the Five- 
Year Plan below. Details of non-development expendi¬ 
ture are given at Annexure G, 

4. The schemes included in the Five-Year Plan of the 
Punjab State are of two categories—Central Schemes 
and State Schemes. In the Central Schemes are included 
the multi-purpose projects Bhakra-Nangal and Harike. 
It must be borne in mind that although in the case of 
these schemes the Centre is providing all the financial 
assistance for the present, the schemes are meant for 
the benefit of our State (as also some other participant 
States) and that ultimately this State will have to bear 
the cost which can be met only through the results that 
our investment in development finally achieves. The 
State Schemes are those which are being directly 
sponsored and carried out by the State itself. There is 
also a third category of Development Schemes. This 
comprises the schemes of local works that are being 
initiated in all the districts with the voluntary help 
and co-operation of the people. In case of such schemes, 
the State and the Centre provide financial assistance 
up to a maximum of 50 per cent, in the shape of 
essential material and technical aid and guidance. This 
third category of schemes have not yet taken final 
shape, although a commendable amount of work has 
already been done in various districts through the 
initiative of local officers and public workers. These 
schemes are not being included in this summary. It is 
necessary to add that very considerable expenditure on 
development is being incurred though it is not speci¬ 
fically included in the Plan. 

All types of schemes, whether these are being carried 
out by the Centre or by the State, come, broadly, under 
the following heads: — 

(i) Agriculture and Rural Development ; 

(ii) Irrigation and Power Projects ; 

(iii) Industry ; 

(iv) Transport ; 

(v) Social services including education, medical, 
public health and improvements in scheduled 
areas ; and 

(vi) Miscellaneous, including the Capital Project. 
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Financial provision for various schemes .—The follow¬ 
ing table shows the present provision for development 
schemes in the Five-Year Plan of the Punjab and the 
percentage of the provision under each head to the total 
provision of 29-55 crores of rupees, excluding the 
expenditure on multipurpose projects : — 

Amount Percentage 
(Rupees in lakhs) to total 
expenditure 

I. Agriculture and Rural Development — 


(i) Agriculture . 

1,69*72 

5*8 

(2) Community Projects including Ex¬ 
tension Training Centres. 

3,29*21 

11*0 

(3) Veterinary .... 

26* 70 

0*9 

(4) Consolidation of Holdings . 

2,86* 18 

9*7 

(5) Forests . 

18*00 

0* 6 

(6) Co-operation . 

n *77 

o *4 

//. Irrigation and Power Projects — * 

(7) Irrigation .... 

3,26* 22 

11*0 

(8) Electricity 

38*16 

1*3 

III. Industry — 

(9) Industry. 

63*62 

2* 1 

IV. Transport — 

(10) Roads. 

75 'U 

2*5 

V. Social Services — 

(11) Education .... 

1,18*00 

4*0 

(12) Medical and Public Health 

1,24*00 

4*2 

(13) Labour ..... 

13*00 

o*5 

(14) Amelioration of Scheduled Areas 

75*44 

2*6 

VI. Miscellaneous — 

(15) Capital Project 

12,80*00 

43*4 

Total 

29 , 55*13 

100*0 


The salient features of the plan under the various 
heads are described below : — 

(1) Agriculture and Rural Development ,—Schemes 
relating to Agriculture, Community Projects, Veterinary, 
Consolidation of Holdings, Forests, Extension Training 
Centres and Co-operation fall under this major head. 
The special heads are taken up below : — 

(a) Agriculture . —A sum of Rs. 1,69-72 lakhs has been 
provided for schemes under this sub-head* These 
schemes relate, in the first place, to research work, the 
result of which will become apparent to farmers in 
course of time. Secondly, the schemes relate to the 
reclamation of waste lands through tractors privately 
owned, application of rural compost and chemical 
fertilizers, control of pests and diseases, distribution of 
improved seeds and implements and holding of crop 
competitions. These schemes, together with the fruits 
of research, will ultimately lead to additional production 
of various crops such as food crops, sugarcane, cotton, 
oil-seeds, etc. Such information as could be collected 
up to date in regard to physical targets of achievement, 
is indicated in the statements that follow. 

(b) Community Projects and Extension Training 
Centres.—The Community Projects which are being 
implemented under the Indo-U.S. Technical Co-opera¬ 
tion Agreement of January, 1952, are mainly directed 
to the planning and execution of rural development 
work, with the help of the people themselves. The 
concept of this scheme is one of many-sided development 
as distinguished from development relating to particular 
aspects. The central object of the Community Develop¬ 
ment programme under the Community Projects, or 
under the National Extension Service, is to secure the 
fullest development of the material and human re¬ 
sources of an area. Development work, therefore, under 
community programmes, is undertaken after a full initial 
survey of existing resources. The main lines of activity 
started, and to be extended, comprise the following : — 

(i) Agriculture and allied fields ; 

(ii) Communications ; 

(iii) Education ; 

(iv) Health ; 


(v) Employment including cottage and small scale 
industries; 

(vi) Social welfare; 

(vii) Housing; and 

(viii) Training in extension. 

In the first instance, three Community Projects were 
allotted to the Punjab and were distributed by the State 
Government among four project areas, viz Batala, 
Sonepat, Jagadhri and Nawanshahr. Subsequently, 
another development block of about 100 villages around 
Nilokheri in the Karnal District, and two development 
blocks around Faridabad comprising the whole of 
Ballabgarh Tehsil of the Gurgaon District were also 
sanctioned and initiated. This resulted in about 1,500 
villages with an area of about 2,500 sq. miles, a culti¬ 
vated area of 750,000 acres, and a population of one mil¬ 
lion being taken up for development work under Com¬ 
munity Programmes. Recently, four more blocks com¬ 
prising about 100 villages each have been sanctioned for 
Tarn Taran (Amritsar District) Naraingarh (Ambala 
District), Thanesar (Karnal District) and Kulu (Kangra 
District), 

In order to make available trained personnel for 
Community Projects, two extension centres Were allotted 
to the State and were opened, one at Nilokheri in the 
Karnal District and the other at Batala in the district 
of Gurdaspur, The centre at Nilokheri is being managed 
directly by the Community Projects Administration at the 
Centre, but both centres turn out rriairily Qualified village 
workers for the Punjab. They will ftdw be further used 
for training staff for the National Extension Services. 

Details in regard to the National Extension Service 
are yet to be worked out and form the subject matter of 
an agreement finally to be arrived at between the Centre 
and the State. The items of work are on the same lines 
as for the Community Projects and in fact the work 
started in the Community Projects will ultimately merge 
with the National Extension Service. There will be two 
types of development blocks under the National Exten¬ 
sion Service. The ordinary type will involve an approxi¬ 
mate expenditure of Rs. 7*5 lakhs only while the Com¬ 
munity Project basic type will correspond exactly to the 
Community Project Block. It is intended to start 7 blocks 
this year (1953-54) in districts where there are no Com¬ 
munity Project Blocks, or where there are particularly 
backward areas which should be developed with ad¬ 
vantage. Twenty-three further blocks will be initiated 
during the remaining period of the Plan. The centre will 
share 50 per cent, of the recurring and 75 per cent, of 
the non-recurring expenditure. Loans will it is hoped 
be seif-financing. 

(c) Veterinary.—Closely allied to agriculture are 
veterinary and animal husbandry activities. The schemes 
under this head provide for an expenditure of Rs. 26-70 
lakhs for live-stock improvement, the dairy industry, and 
for opening up additional veterinary hospitals and 
dispensaries. 

(d) Consolidation of Holdings ,—A substantial limitar 
tion in introducing improved methods of agriculture is 
the continuous sub-division and fragmentation of hold¬ 
ings and the Punjab Government has directed concen¬ 
trated attention to consolidation. The East Punjab Hol¬ 
dings (Consolidation and Prevention of Fragmentation! 
Act, 1948, made consolidation compulsory under the law. 
The area affected in the State is 19,200,000 acres. Of 
this 7 lakhs acres were consolidated by the Co-opera¬ 
tive Department in 30 years previously, while about 3 
lakhs acres were consolidated by the Consolidation 
Deparment under an old scheme and 30 lakhs acres 
in 12 districts including Nurpur Tehsil of Kangra Dis¬ 
trict are under action. The balance of 15,200,000 acres 
still remains to be consolidated. The gross expenditure 
to be incurred on this scheme during the plan period 
works out to Rs. 2,86*18 lakhs. A sum of Rs. 2,50-62 
lakhs is estimated for recovery from the landowners in 
the form of consolidation fees. 

(e) Forests.— A sum of Rs. 18*00 lakhs is proposed to 
be spent for schemes relating to forestry development. On 
completion of the schemes, about 40 thousand acres of 
barren waste lands will be brought under tree growth, 
four hundred miles of chos in the foot-hills will be train¬ 
ed (thereby reclaiming about 20 thousand acres of land 
for afforestation and agricultural purposes) and 15 thou¬ 
sand acres of agricultural land will be contoured or 
terraced. The implementation of these schemes will in¬ 
directly help food production to the tune of several 
thousand tons. 

(f) Co-operation .—The provision under this head is 
only 11*77 lakhs of rupees and concerns mostly the pro¬ 
vision of more staff where needed. It is realised that the 
provision is insufficient. To some extent it will be au¬ 
tomatically supplemented by provision under the Com¬ 
munity Projects Programme and under the National 
Extension Service. Recently a concentrated drive has 
been put through in the Co-operative Department. This 
will help in providing the necessary impetus to Co-ope¬ 
rative endeavour throughout the State in the revised 
plan. 
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Consistent with State resources, everything will be 
done to enhance the provision under this head with 
the concurrence of the Centre. 

(2) Irrigation and Power Projects .—Irrigation has 
received the concentrated attention of Government after 
the partition. Besides, the two multipurpose projects viz 
Bhakra Nangal and Harike (Ferozepore Canals) which 
are being implemented as Central Schemes (discussed 
separately) on a loan basis] irrigation facilities will al¬ 
so be extended by construction of new distributaries and 
minors and by raising of banks, the remodelling of 
canals, etc. This Government have undertaken 24 such 
schemes at a total cost of Rs. 3,26-22 lakhs, which has 
been provided for this purpose in the Plan. 

(3) Electricity ,—The provision under this sub-head is 
Rs, 38*16 lakhs which is in connection with energising 
tube-wells to be installed by the State Government for 
direct irrigation as well as for supplementing irrigation 
of the Western Jamna Canal. 


(4) Industries .—A provision of Hs. 63*62 lakhs has 
been made in the Plan for technical training in indus¬ 
tries, such as weaving, dyeing and calico-printing, the 
manufacture of surgical instruments, cutlery and of 
artistic and decorative material. For higher technological 
training suitable persons will be given scholarships. 
Substantial provision for the grant of financial assis¬ 
tance to industries has been made in the Plan. There 
are two Schemes for providing marketing facilities 
which are expected to bring increasing benefits to 
various industries by finding the most favourable 
markets for their products. 

(5) Transport (Roads ).—The plan provides a sum jI 
Rs. 75-11 lakhs for the extension and improvement of 
road communications in the State. At the end of 5 years, 
124 miles of new roads will be completed. The road 
programme, as now envisaged, will give a fillip to trade, 
industry and commerce and facilitate the easy and 
speedy movement of goods in the State. Some new 
schemes are, also, under consideration of the State 
Government, subject to the availability of resources. 

(6) Social Services ( Education ).—The Development 
plans of the Education Department comprise all aspects 
of education and aim at introducing progressive ideas 
and technique in curricula of instruction, the main¬ 
tenance and expansion of existing facilities, and the 
provision of facilities hitherto neglected or attempted 
on an insignificant scale. The schemes include expand¬ 
ing the work of the department for children of the 
school-going age, as also for adults. While schemes have 
been devised to have nursery schools, on the other hand 
there is the Scheme for social education, aiming at 
larger education of the masses and enriching the back¬ 
ground and liberalizing the outlook of the man in the 
street. These schemes also include the opening of 20 
to 25 new basic primary schools every year. The exist¬ 
ing primary schools will be switched on to the basic 
curriculum. For imparting technical education it is 
proposed to set up an Engineering College at Chandi¬ 
garh at a cost of Rs. 40 lakhs. The construction of the 
building has been completed and the College starts 
in December, 1953. The total cost of schemes under this 
head is Rs. 1,18-00 lakhs. 

(7) Medical and Public Health .—A sum of Rs. 1,24-00 
lakhs has been provided in the Plan for various schemes 
under this head. All these schemes aim at improving 
medical arrangements and public health facilities for 
the public. It is proposed to establish a T.B. Sanitorium 
at Tanda in District Kangra at a cost of Rs, 12-61 lakhs. 

(8) Labour .—The Labour Department will spend 
Rs. 13 lakhs during the Plan period for sponsoring 
schemes relating to industrial housing, the opening of 
Labour Welfare Centres, the training of staff, etc. 


(9) Amelioration of Scheduled areas .—The schemes 
included in the plan are for the Scheduled areas of 
Lahaul and Spiti in the Kangra District. They involve 
a cost of Rs. 75*44 lakhs for the development of irriga¬ 
tion (5T2 lakhs), roads (Rs. 65-32 lakhs), medical and 
health (Rs. 1-54 lakhs), agriculture (Rs. 0-32 lakhs), 
education (Rs, 2-29 lakhs) and forests (Rs. 0-85) lakhs). 

(10) Miscellaneous .—^(The Capital Project). During 
the five years period, it is estimated that a sum of 
Rs. 12,80 lakhs will be spent on the Capital at Chandi¬ 
garh, It has been recognised as the most effective single 
scheme for the rehabilitation of displaced persons in 
the State, particularly industrialists and businessmen. 
The completion of the project will result in a saving 
to the State as the location of the Capital at Simla 
has meant considerable and continuous increased 
expenditure to Government. 


Central Schemes—Multipurpose Projects .—The two 
multipurpose projects, viz., Bhakra-Nangal and Harike 
(Ferozpore Canals) are being financed by the Central 
Government on a loan basis. The total cost involved 
on these projects during the period of the Plan, so far 
as this State is concerned depends on allocation which 
the Centre is actually able to make from year to year. 
It is likely that this will amount to near 100 crores 
during the plan period. The Bhakra-Nangal Project is 
the greatest Multipurpose project in India. It provides 
for the construction of a 680 ft. high, dam at Bhakra. 
The dam will be 1,700 feet long at road level and will 
be nearly double the volume of the 7 great Pyramids 
of Egypt. It will impound 7,400,000 acre feet of water 
and the lake will spread over an area of 38,000 acres. 


The stored waters will be capable of providing irri¬ 
gation facilities for nearly 6,500,000 acres of land and 
generating 4 lacs. K.W. of firm power at 100 per cent, 
load factor. The project will supply power to about 
74 towns in the Punjab and Delhi. It will also supply 
power to Rajasthan, Pepsu and perhaps parts of U.P. 
The increased irrigation is expected to step up the 
annual production of food-grains by about M3 million 
tons and that of cotton and other fibres by about 8 lacs 
bales. In terms of money this production will mean an 
annual saving of Rs. 105 crores in imports. 

5. The pattern of State Revenues for the years follow¬ 
ing the partition is given at Annexures A, H, I and J. 
The increase in revenue from Rs. 18,10 lakhs in 1948-49 
to Rs. 19,74 lakhs in 1953-54, is attributable to larger 
receipts from taxes, the rates of which were raised, or 
which were newly introduced. This has been dealt with 
at length in Memorandum IV. While the percentage 
contribution of tax revenue to total revenue has in¬ 
creased from 31*7 in 1948-49 to 52-4 in 1953-54, the 
percentage contribution of non-tax revenue has fallen 
from 27-1 to 26-1 during this period. The revenue from 
Beneficent Departments has remained fairly steady, 
and for that reason its percentage to the total non-tax 
revenue has been generally on the increase. Revenue 
from Civil Works and Electricity Schemes has increased 
considerably. While it formed 4-9 per cent, of the total 
non-tax revenue in 1948-49. it constituted 16-5 per cent, 
of the receipts in 1953-54. 

The effects of the recommendations of the Finance 
Commission on the Revenue of the State are briefly 
dealt with below : — 

The Finance Commission has recommended that the 
Punjab should receive 3*25 per cent, of the “divisible 
pool” of income-tax as against 5-5 per cent., which it has 
been getting. The State is thus a looser. 

Of th$ Central Excise Duties, the Punjab gets 3-66 
per cent. The Commission has also recommended a 
Grant-m-aid of 0*125 lakhs per year. The result of these 
recommendations is given in the following table, which 
relates to 1952-53 : — 


According to the old distribution 

Finance Commission's recom¬ 
mendations 

(Rs. in lakhs) 

(Rs. in 

lakhs) 

Share of Income-tax . 2,78 

1. Share of Income* 
tax. 

1*95 


2. Share of Central 
Excise Duties, 

64 


3, Grant-in-aid ♦ 

1,25 


Total 

3.84 


It will be seen that due to the Grant-in-aid the State 
received about Rs. 1,00 lakhs more as a result of the 
Commission's recommendations than it would have 
done otherwise. 

The Commission has also recommended a special 
Grant-in-aid for the development of Primary Education 
in the Punjab. The Grant-in-aid has been graduated as 
follows : — 


(Rupees in lakhs) 

1953- 54 .* **■ 

1954- 55 *9 

1955- 56.. 3 3 

1956- 57. 38 


6. Annexure I shows figures of tax revenue, non-tax 
revenue, income-tax share of the State, share of excise 
duties, and grants-in-aid (excluding income-tax) from 
the Union Government. 
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It will be seen that tax revenue has tended to acquire 
increasing importance in the total revenues of the State. 
While in 1948-49 it constituted 31-7 per cent, of the 
total revenues, in 1953-54 it amounts to 52-4 per cent. 
In 1951-52 it touched the peak figure of 54 per cent. 

The non-tax revenue has gradually declined in impor¬ 
tance. From 47*1 per cent, of the total revenues In 
1948-49, it has come down to 26* 1 per cent, in 1953-54. 
In absolute terms also the non-tax revenue has fallen 
from 8,53 lakhs in 1948-49 to 5,15 lakhs in 1953-54, 
While tax revenue has increased from 5,72 lakhs to 
10,35 lakhs during this period. 

The share of income-tax given to the Punjab has 
declined from 2,09 lakhs in 1948-49 to 1,89 lakhs in 
1953-54. 

The State did not get any share of excise duties up 
to 1951-52. As a result of the recommendations of the 
Finance Commission it received Rs. 64 lakhs in 1952-53 
and Rs. 65 lakhs in 1953-54. 


(2) THE PUNJAB GENERAL SALES TAX ACT, 1948 

This Act replaced the old Act of 1941, which envisages 
multi-point sales tax system with a very nominal rate 
of tax at annas 4 per cent, at every stage. The revenue 
from the Old Act in 1948-49 (immediately preceding 
the enforcement of the new Act of 1948) was only 
Rs. 27,46,712. The Act of 1948 envisaged on the' other 
hand a single-point sales tax system, with a rate of £ 
anna per rupee, i.e., Rs. 3-2-0 per cent. Because of 
the increase in rate and the change in structure, the 
revenue from sales tax showed a steep rise. The rise 
has been almost progressive and for the current year 
the budgeted figures stand, at Rs. 1,78,68,000, The State 
hopes to improve on these figures. - 

(3) THE PUNJAB FORWARD CONTRACT TAX 
ACT, 1951 

This measure was enforced from July, 1951. The 
receipts from it are round about Rs. 2 lakhs per annum. 


The grants-in-aid were reduced progressively from 
the date of partition, till they ceased altogether in 
1951-52. In 1952-53, these were revived as a result of 
the recommendations of the Finance Commission. The 
share of income-tax and of excise duties, together with 
the grants-in-aid, form only about 12 per cent, of the 
total revenues. 


(4) THE PUNJAB PASSENGERS AND GOODS 
TAXATION ACT, 1952. 

This Act came in force from September, 1952. It 
brings a revenue of about Rs. 42 lakhs a year, 

(5) INCREASE IN RATES OF TAXES 

(1) State Excises 


The relative significance of the newer taxes vis-a-vis 
older ones is not very great. Out of the total tax 
revenue of 9,60 lakhs in 1952-53, the yield from new 
taxes, introduced in recent years, was only about 
Rs. 22 lakhs. This works out just over 2 per‘cent, of 
the total tax revenue. On the other hand, there has 
been considerable increase by enhanced rates of taxes. 

7. A statement showing tax revenue under different 
heads for each of the 7 years since partition is given at 
Annexure I, A study of the statement reveals a number 
of facts which are briefly discussed below : — 

The tax revenue has almost doubled over the last 
six years—it was Rs. 5,72 lakhs in 1948-49, and the 
receipts for 1953-54 are expected to be Rs. 10,35 lakhs. 
Provincial excise came first in order of importance 
till and including the year 1952-53, after which land 
revenue exceeded it by a small margin. However, 
whereas the contribution of land revenue to total tax 
revenue has remained fairly steady, the importance of 
provincial excise has progressively declined. The per¬ 
centage contribution of most of the other taxes has 
been static, showing thereby that the total receipts have 
moved in sympathy with the yield from them. The 
unchanging pattern of tax contributions points to the 
need for review of the fiscal system to see if it is 
desirable to direct tax policy towards securing a struc¬ 
tural change in the economy of the State. 

With the completion of multipurpose projects and 
other development schemes, the tax resources of the 
State should increase. There will be considerable 
increase from land revenue, and irrigation- rates. This 
increase, however, as well as revenues from better¬ 
ment fee will be earmarked for returning the loan taken 
for Multipurpose Projects and Irrigation Schemes. 
Revenue from entertainment taxes may increase 
considerably as more property is achieved. An increase 
in taxes on motor vehicles may also be expected. 
Revenue from provincial excises would, however, go 
down with the discouraging of the consumption of 
liquor and narcotics. 

8, New taxes .—The efforts to increase tax-revenue in 
the State are briefly discussed below : — 

(1) THE INDIAN POWER ALCOHOL ACT, 1948. 


The rates of excise duty on various excisable articles 
were increased after partition. As a result of this 
increase, however, the total income did not increase 
much. 

With a view to increasing revenue from the sale of 
foreign liquor licensees, the original system of nominat¬ 
ing licensees and of prescribing fees payable by them, 
was replaced by the tender system, and later, by the au¬ 
ction system, 

(2 ) Entertainments Tax 

In April, 1948, the rates of Entertainments Tax were 
enhanced by 50 per cent, on admission tickets exceed¬ 
ing eight annas in value ; whereas on admission tickets 
up to and including eight annas in value, the increase 
in rates was of the order of 100 per cent. The rates 
were further increased by about 33 per cent, in April, 


(3) Urban Immovable Property Tax 

At partition, the properties situated in towns were 
subjected to tax at 7£ per cent, of their annual values. 
In April, 1948. the rate of tax was increased to 
10 per cent. 

(4) Petrol Tax 

The rate of petrol tax was enhanced from Re. 0-1-6 
to Re. 0-3-0 per imperial gallon from April, 1948. No 
further increase has been made. The increase in the 
rates of taxes from time to time, as also the introduc¬ 
tion of new taxes was necessitated by revenue considera¬ 
tions. 

9. At the time of Five-Year Plan was prepared, the 
magnitude of the State Plan was determined at Rs 15*5 
crores split up as follows : — 

(Rupees in crores) 

(i) Amount required for the Punjab Captial Pro- 5*5 

ject during 1951-5210 195556 (excluding 
Central assistance under Rehabilitation and 
receipts from the sale of plots) 

(ii) Balance for the State Plan .... IO -o 


Total 


With a view to utilizing the surplus capacity of Uttar 
Pradesh distilleries for the production of spirit and 
saving foreign exchange, the Government of India 
introduced a power alcohol scheme in certain areas of 
this State in 1953. The scheme envisages the use of 
a mixture of one part of power alcohol mixed with 
four parts of motor spirit in place of pure petrol. The 
scheme has been extended to the areas of Kohtak and 
Ambala Cantonment, in the State from January 1953, 
and May 1953, respectively. It is being extended ’further 
on the power alcohol sold to licenced dealers a margin 
of profit is left to the State Government. At present, 
four mixing depots have been set up in this State (one 
at Rohtak and three at Ambala Cantonment). They 
consume about 50,000 gallons of power alcohol every 
month. The net saving to the State Government in 
the current financial year is estimated to about 
Rs, 1,25,000. The Government of India intends enforc¬ 
ing this scheme in the Jullundur area in the near 
future and other areas in the State as soon as Oil Com¬ 
panies are able to undertake mixing operations. This 
would increase the revenues of this State. 


The amount of Rs. 5*5 crores for the Punjab Capital 
Project represented only the expenditure to be financed 
from State contributions amounting to Rs. 2-5 crores 
and Central assistance of Rs. 3 crores. In reality the 
total expenditure on the new Capital during the’ Plan 
period was estimated at Rs. 12*8 crores, split up as 
follows : — 

(In crores of Rupees) 

Year Expenditure Resources 

(Rupees in lakhs) 

1951- 52 . • 2*52 (i) Carry over from previous year 0*8 

1952- 53 • ■ 2‘25 (ii) State contributions . . 2*5 

1953- 54-1955-56 8.03 (iii) Rehabilitation loan . . 2‘0 

- (iv) Central assistance . . 3*0 

Total. . 12.18 (v) Sale of plots . . . 4-5 

Total . 12.8 



545 


In the Five-Year Plan issued finally by the Planning 
Commission, Rs. 10 crores are mentioned as expenditure 
on the New Capital Project. The difference of Rs. 2*8 
crores is in respect of items (i) and (iii) in the table 
above, which have been excluded because these two 
items relate to Rehabilitation loans given for the 
Capital Project, the expenditure on which subject 
does not find place in the State Plan. 


The balance of Rs. 10 crores for the State Plan was, 
however, raised to Rs, 16 ‘ 7 crores on account of later 
additions in respect of Consolidation of Holdings, Com¬ 
munity Projects, Amelioration of Backward Areas, etc. 
This, however, does not include expenditure on the 
Bhakra-Nangal and Harike Projects Rehabilitation 
Schemes, etc., which are treated as Central schemes and 
for which special allotments are made by the Govern¬ 
ment of India to the State Government. The total 
expenditure of Rs. 16*7 crores was intended to be 
financed as follows : — 

(Rupees in crores) 

(i) Central Assistance— 


(a) Community Projects . 


2-7 

(b) Backward Areas. 


o-8 

( c ) Other Planning Schemes 


8'o 

Total 


**•5 

(2) State Resources— 



(a) Community Projects . 


o*6 

(1 b ) Other Schemes .... 


4 * 6 

Total 


5 '2 

Grand Total 


16-7 

Now turning to the financing of the Plan, the Planning 
Commission on the resources side accounted for the 
following : — 

(Rupees 

{a) Additional Revenue from taxation— 

in crores) 

Surcharge on Land Revenue 


1*0 

Agricultural Income-tax 


0*2 

Estate Duties .... 


o*8 

Betterment Levy .... 


1*0 

Increased yield from Electricity . 


0*5 

Sales Tax. 





5*o 

(b) Deposits and other receipts on Capital Account 

3*o 

( c ) Withdrawals from Reserves 

• 

o*6 

Total 


8-6 


In all Rs. 8*6 crores were estimated as resources 
available for development expenditure and after deduct¬ 
ing the negative balance in the Revenue Account on 
the basis of the working of the Revenue Account for 
the year 1951-52, the amount available was put at 
Rs. 4*3 crores or say Rs. 4 5 crores. The position now is 
that proposals relating to the surcharge on land revenue 
and Agricultural Income-tax have been dropped by the 
State Government. To levy betterment fees, an Act has 
been passed, but the income from this source will go 
to payment of the loans taken for the development of 
irrigation and consequently this source will not be 
available for the Five-Year Plan. So instead of Rs, 5 
crores estimated as additional revenue the revenue, 
from taxation will amount to Rs. 2 8 crores only. Dur¬ 
ing the Plan period, a new tax known as the Passengers 
and Goods Tax has been introduced. It is expected to 
bring an income of Rs. 1-4 crores during this period. 
If this is accounted for, the additional revenue available 
for the Five-Year would amount to Rs. 4*2 crores. 


Deposits and other receipts on Capital Account were 
to spare Rs. 3 crores but owing to the fluctuating nature 
of transactions falling under this account, it is doubt¬ 
ful whether this target will be achieved. 


In so far as withdrawals from reserves are concerned, 
the amount of Rs. 60 lakhs represents securities which 
are lying with the Reserve Bank of India on behalf of 
the State Government since partition. It is intended to 
use this money towards* the Five-Year Plan. 


The expenditure incurred or anticipated on the Plah 
is as follows : — 




(Rupees in 

lakhs) 


Revenue 

Capital 

Total 


Accounts, 1951-52 . 

1,00 

2,08 

3)08 

Revised, 1952-53 . 

L45 

4,21 

5,66 

Budget, 1953-54 * 

2,92 

5,67 

6,59 

Total up to 1953-54 

5)37 

11,96 

17)33 

Plan figure .... 

10,09 

19,46 

29)55 

Balance .... 

4)72 

7,50 

12,22 


The total plan figure is Rs. 29,55 lakhs and as such 
the expenditure during the next two years, according to 
present estimates, will have to be of the order of 
Rs. 12,22 lakhs (Revenue Expenditure Rs. 4,72 lakhs and 
Capital Expenditure Rs. 7,50 lakhs) which it should 
be possible to incur. The entire Revenue Expenditure 
of Rs. 4,70 lakhs during the next two years is likely 
to be financed from the State Revenues. We have hither¬ 
to financed such expenditure and there should be no 
substantial difficulties in future. In regard to the Capital 
Expenditure loans have been made available by the 
Centre and. will continue to be made available by them, 
except for schemes relating to Roads, expenditure on 
which on the present basis will not be heavy during 
the last two years. 

10. The State has no Finance Act; and the practice 
in regard to fiscal legislation is not different from that 
followed for the enactment of other laws, except that 
Money Bills can only be introduced in the Lower House, 

The various Acts which govern different taxes are 
discussed in Memorandum IV. 

11. The Excise and Taxation Department, Punjab, is 
charged with the responsibility of administering most 
of the Taxation Acts. Where revenue concerns activities 
of another department, such as land revenue, irrigation, 
electricity, transport, etc., the revenue collection is done 
by the respective department’s own administration. The 
present amalgamated Excise and Taxation Department 
came into existence in 1946. Previously, the two Depart¬ 
ments of Excise and Taxation functioned separately. 
Under the present set-up, the Excise and Taxation 
Commissioner is the Head of the Department, and is 
assisted by two Deputy Excise and Taxation Commis¬ 
sioners who are incharge of work in the two Divisions 
of the State. At the district level, the administration 
of the Acts, and the collection of State Excises is the 
responsibility of Excise and Taxation Officers. In some 
districts they are assisted by Assistant Excise and 
Taxation Officers. District Officers are assisted by 
Inspectorate Staff. Under the various Taxation Acts, 
wherever an assessment is called for, it is made by 
the Excise and Taxation Officer or the Assistant Excise 
and Taxation Officer within the limits of his jurisdic¬ 
tion, The appellate powers under the Taxation Acts are 
vested in the Deputy Excise and Taxation Commis¬ 
sioners and the powers of revision lie with the Excise 
and Taxation Commissioner, except that in the case 
of General Sales Tax, a second revision rests with the 
Financial Commissioner. A reference may also be made 
to the High Court on points of law. In cases of State 
Excises, there is little of assessment work, as duty is 
collected either at the time of issue of the intoxicants 
or drugs, or it is realised on a monthly basis in advance 
after each licensee has deposited an amount equal to 
two months licence fee before he commences operating 
his licence. Under the various Acts dealing with State 
Excises, the powers of the Collector are vested in the 
Deputy Excise and Taxation Commissioners (and for 
certain limited purposes, in the Deputy Commissioners 
of the districts). An appeal against the orders of the 
Collector lies to the Excise and Taxation Commissioner. 
There is no right of appeal or revision against his 
orders. 


The overall cost of collection of the entire Excise and 
Taxation revenue works out to an average of about 4 
per cent. It is not possible to indicate separately for 
each tax the cost of collection. 


The existing administrative set-up has worked satis¬ 
factorily. The system has also proved satisfactory from 
the point of view of the tax-payer, as no serious com¬ 
plaints have been made against administration. 








1 2. Tax evasion and avoidance are generally Possi¬ 
ble either through taking advantage of loopholes in the 
law or through concealing liability. Several factors 
govern the magnitude of evasion : 

(1) While efficient tax administration lessens eva¬ 
sion, tax administration invites it. 

(2) The more complex taxes are, the harder they 
are to administer, and the easier they are to 
evade. Each new complication in exemptions, 
deductions and other frills adds new adminis¬ 
trative problems. 

(3) If taxes are unpopular, evasion is stimulated, 
for the evader fortifies himself with the opinion 
that it is right to evade the tax. It then be¬ 
comes a matter of “everybody’s doing it”. 

(4) The heavier a tax, the greater is the induce¬ 
ment to evasion. 

So far as defects in law are concerned, Government is 
scrutinising each act thoroughly with a view to eliminat¬ 
ing loopholes. Concealing liability can be dealt with in 
two ways : (1) The tightening of administration ; and (2) 
education of the public mind in civic responsibilties. The 
tightening of administration of various Acts is being 
attempted. Side by side, publicity campaigns are launch¬ 
ed to create a better sense of civic responsibility among 
the people. Propaganda in this regard has, however, not 
been as extensive as it should have been. It is hoped, 
that more attention will be paid to planned publicity, 
directed towards creating a climate of public opinion 
in which evasion of taxes would be looked down upon 
as a social crime. 

The various measures taken to deal with the question 
of evasion and avoidance of taxes are discussed at length 
under each tax included in Memorandum IV. 

It is not possible to make a correct statistical appraisal 
of the amount of evasion prevalent. 

13, In the Punjab, local taxes do not generally overlap 
State or Central taxes except in the case of the tax on 
urban property, which is levied by Municipal Committees 
under section 61 of the Punjab Municipal Act, 1911, and 
by the State Government under the Punjab Urban 
Immovable Property Act, 1941. The machinery for the 
assessment and collection of both the taxes is separate 
and distinct. Lack of co-ordination between the two 
results in wasteful expenditure and divergent assessment, 
with consequent inconvenience to the tax-payer. The 
appointment of a single joint agency for the administra¬ 
tion of the tax would be useful. Local bodies have 
comparatively more intimate knowledge of local condi¬ 
tions, and their co-operation would help increase the 
yield, while the association of the State Government 
would ensure impartiality and efficiency. The revenue 
from the tax can be divided between the State Govern¬ 
ment and local bodies according to a carefully worked 
out formula. But the creation of such a machinery would 
require special legislation and amendment of the Acts 
which govern the two taxes. 

The subject of giving assistance to local bodies is a 
difficult one, but we can learn a great deal from the 
practice followed in this regard in other advanced 
countries, particularly, England, where local bodies have 
attained a high degree of development. The most out¬ 
standing method of help, which has also come to be 


recognised as the best, is the provision of grants-in-aid to 
local bodies. Under the existing inequalities in their 
resources and differences in economic conditions, grants- 
in-aid provide a practicable method of gearing up their 
activities to the required pitch. The following general 
principles may be observed in distributing grants-in- 
aid : — 

(1) Grants should be given only for approved services 
and schemes. 

(2) Grants should be correlated with the needs of 
local bodies. The amount granted to each local 
body should depend upon its special circum¬ 
stances ; but as a matter of policy it should 
generally not exceed half of the expenditure to 
be incurred on a particular scheme. 

(3) To meet the ends of equity, grants should be 
given on a more liberal scale to the under¬ 
developed local areas, compared to well-develop¬ 
ed ones. 

(4) The State Government should keep itself inform¬ 
ed about the financial position of each local body 
through inspection and audit. 

(5) Grants should be fixed for a number of years, 
preferably five years, to enable local bodies to 
plan development work. 

Another important problem affecting the financial rela¬ 
tions of local authorities and the State Government arises 
in connection with the loan requirements of the former. 
The following general principles may be observed in 
dealing with the subject : — 

(1) The State Government should not advance loans 
to help local bodies to balance their budgets. 

(2) Loans should be granted only for projects which 
cannot be financed out of the ordinary revenues 
of local bodies. 

(3) Local authorities should not be allowed to raise 
loans independently, but this should be done 
under the general control of Government. 

(4) Provision should be made for Sinking Funds, 


14. The functioning of the federal form of Government 
in the country has already indicated the need for a co¬ 
ordinating machinery which would correlate State taxa¬ 
tion with Central taxation measures, where such correla¬ 
tion is necessary in the interests of administration, 
efficiency and justice. In this country, as in other federa¬ 
tions, there are several authorities competing with one 
another for taxing the same flow of income and the 
same fund of wealth. The need for increasing expendi¬ 
ture in connection with development schemes brings this 
competition to a high pitch, which, in turn, creates a 
two-fold problem—the problem of agreement with regard 
to tax jurisdiction, and the problem of evolving just 
and bearable taxes. 


Every State is in constant need of money, and it can¬ 
not afford to give up a source of revenue to which it may 
find access. It is, therefore, very necessary that a machin¬ 
ery should be created for co-ordinating the tax policies 
of the Union Government and the States so that no 
unnecessary hardship is created for the consumer and 
initiative and enterprise do not get killed under the 
weight of double or eccentric taxation. 


Annexure A 
Revenue Receipts 


(Rupees in thousands) 


Principal items 


Amounts 1958-53 > 953-54 

-(Revised (Budget 

1947-48 194^-49 i949“5 0 I950-5 1 1951-52 Estimates) Estimates) 


Land Revenue ..... 

79>37 

L 36,73 

>,78,48 

1,84,04 

1,98,35 

2,01,85 

2,32,28 

State Excise ..... 

1,01,65 

2,38,20 

a,3>,56 

2,07,55 

2,77,64 

2,33,86 

2,30,66 

Stamps including fees .... 

17,25 

4°>7 I 

46,11 

64,57 

58,55 

57,75 

57,87 

Irrigation ..... 

27,69 

76,31 

>,°4,73 

1,66,60 

1,74,08 

i,79,i> 

1,81,25 

Motor Vehicle Acts .... 

4,24 


>5,> > 

15,95 

20,16 

20,02 

20,95 

Registration ..... 

1/28 

4,25 

6,25 

9‘8g 

8,70 

8,77 

8,77 

Forests . 

38,92 

61,89 

41,63 

50,22 

58,11 

54,53 

56,23 

Other Taxes and Duties 

3b3° 

62,78 

1,89,94 

2,4b77 

2,46,10 

2,59,46 

3, 0 3,49 

Civil Administration 

19,34 


35,74 

39,2i 

4°,3 7 

40,69 

36,50 

Beneficent Departments 

21,58 

87,56 

60,29 

77,i9 

78,66 

1,02,56 

76,03 

Civil Works 

15,20 

J 3,°9 

>5,9> 

46,67 

68,12 

53,i7 

48,74 

Electricity Schemes .... 

14,00 

37,92 

53,50 

7°,57 

93,o6 

67,58 

64,56 

(a) Share of Income.-tax 

1,48,70 

2,08,95 

2,28,70 

2,60,59 

2,87,71 

L94,94 

1,88,80 

(6) Central Excise Duties 



. . 


., 

64,27 

64,53 

Grants-in-aid from Central Government . 

1,00,00 

i,75,oo 


75,oo 


1,26,73 

1,70,46 

Other Miscellaneous items 

1.34.97 

6,13,96 

3, 1 3,68 

>,76,71 

2,12,20 

I ,9*»4 I 

2 >32,79 

Grand Total 

7>55>49 

18,09,95 

16,94,57 

>6,86,53 

18,21,81 

18,56,10 

>9,73,91 







Annexure B 
Revenue Expenditure 


(Rupees in thousands) 




Accounts 



1952-53 

(Revised 

Estimates) 

1953-54 

(Budget) 

Estimates) 

I^nncipAl items 

1947-48 

1948-49 

1949-50 

1950-51 

195^52 

Land Revenue * 

22,81 

43)77 

53,86 

6 i ,97 

77,25 

97,21 

1 ) 27.14 

State Excise . 

5 > 5 ° 

11,75 

8,00 

12,92 

8,32 

8,49 

23,68 

Stamps 

36 

93 

1,10 

L 52 

1,40 

1,38 

L 47 

Irrigation ...... 

48,93 

68,48 

86,36 

98,10 

62,49 

86,70 

1,14,38 

Motor Vehicle Acts .... 

1>23 

3,08 

4,46 

3)75 

3,97 

4 )i 9 

4 ) 4 ! 

Registration 4 : ; i i 

tS 

16 

12 

H 

18 

J 5 

15 

FdrestS 

* 7,02 

46,1 3 


45,72 

44,53 

47*44 

46,29 

Other Taxes and Duties 

3 > 7 ° 

7*93 

9,°5 

ii.bg 

ii ,49 

13,61 


Civil Administration .... 

2,49,64 

4 ) 99 ) 4 8 

5 ) 22,59 

5 , 05 ,i 7 

5 )i°) 7 $ 

9 , 27 * 6 ? 

5 ) 3 °i ^7 

Beneficent Departments 

1,70,84 

3,88,53 

3,86,61 

4 ,' 4,46 

3,99,86 

3 ) 34)12 

4*86,89 

Civil Works. 

57*77 

1,16,83 

1,43,00 

1,38,26 

L 39 . 4 6 

1 ) 47,21 

2,20,27 

Electricity Schemes .... 

16,19 

35,02 

4',83 

59,89 

29,67 

32,29 

35)32 

Famines. 

8 

13 

47 

5.77 

72 

12,05 

3)20 

Pensions, Privy Purses, etc. 

2,26 

32,81 

44,02 

44,64 

47,01 

57,07 

53,47 

Other Miscellaneous items 

3 * 37)47 

4,40,51 

2,69,16 

1,96,85 

2,74,05 

3,19,17 

3 ) 43 )U 

Total 

9 * 34 > 86 

1 8 , 73 , 5 * 

16,13,75 

16,00,21 

16,11,13 

16,88,75 

20,04,72 



Annexure C 







Capital Expenditure 



(Rupees in 

thousands) 




Accounts 



(Revised 

Estimates) 

1952-53 

(Budget 

Estimates) 

1953-54 

Principal item* 

1947-48 

1948-49 

1949-50 

I 95 °" 5 I 

1951-52 

I. Capital Outlay on Forests , 




83 




* * 






D. 2. Irrigation Works 

51,82 

2 , 45.31 

4,44,40 

5,99,76 

7,87,93 

3 , 4 *,38 

4,67,51 

D. 3* Schemes of Agricultural Improve¬ 
ment and Research. 

- 


37,97 

66,o 3 

29,03 

*3,69 

—5,83 

4. Industrial Development 


- 

46,55 

28,72 

17,41 

— l6 

32,15 

D. 5. New Capital at Chandigarh . 

*■ . 

*• 

- 

•• 


1,76,98 

3,33,61 

6. Multipurpose River Schemes 



*• 

•• 

• • 

17 , 95,58 

23,43,07 

D. 7, Civil Works .... 

5*97 

42,98 

1,07,46 

1,21,72 

1,67,40 

86,35 

86,16 

D. 8. Electricity Schemes 

27)55 

2 , 5 °. 19 

4,84,84 

6 , 57,98 

5, 1 9,04 

77 , 4 ' 

96,15 

9. Other State Works .... 

61 

5,98 

7,04 

22,21 

3,46 

23,76 

2,47 

jo. Commuted Value of Pensions 


1)56 

4 ,i 6 

4)25 

5,95 

4,56 

4,96 

1\. State Trading Schemes . 

45,88 

2,88,17 

1,10,14 

- 5 . 49 .t 4 

2,20,62 

— 2 , 39,34 

-3,45 

Total 

i) 3 L 83 

8 , 34,'9 

12,42,56 

9,52,36 

17,80,74 

22,8l ,21 

32,56)8° 



Annexure D 







Capital Account 



(Rupees in 

thousands) 




Accounts 



■ 1952-53 

(Revised 
Estimates) 

1953-54 

(Budget 

Estimates) 


1947-48 1948-49 

1949-50 

1 950 - 5 * 

1951-52 

Capital Account charged to Revenue 

Capital Account not charged to Revenue . 

4,67 

(3-5) 

1,31,83 

(96*5) 

42,65 
( 4 ‘ 9 ) 
8 , 34 . >9 
( 95 - 1 ) 

er'SL n ^ 

8 ts 

CM 

10,02,36 

(100*0) 

65 

17,80,84 
(ioo*o) 

22,81,21 

(100*0) 

32,56,80 

(ioo-o) 

Total 

L 36 , 5 0 

8,76,84 

12 , 75,94 

10,02,36 

17,81,49 

22,81,21 

32,56,80 


ft. S ’—Figures in brackets denote percentages. 
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Annexure E 

Composition of Revenue Expenditure 


(Rupees in thousands) 


Accounts 


i 95 2 -53 1953-54 

i'Ti _ 



1947-48 

1948-49 

1949-50 

I 950-5 1 

Ct 

lO 

1 

m 

07 

(Revised 

Estimates) 

(Budget 

Estimates) 

Direct demands on Revenue (A) 

51,68 

( 5 * 5 ) 

1,13.74 

(6-8) 

1,19,71 

■ ( 7 - 4 ) 

i, 37 ,t >7 

(8'6) 

1,47,14 
(9' 1) 

1,72,47 

(10*2) 

2,18,25 

(io- 9 ) 

Civil Administration (B) 

2,49,64 

( 25 - 6 ) 

4 , 99,46 

(29-8) 

5,22,59 

( 32 - 4 ) 

5,05,17 

( 31 - 6 ) 

5,10,73 

(31-7) 

5,27,67 

(31-2) 

5 , 3 0 ,87 

(26-5) 

Beneficent Departments (C) 

, 1 , 70,84 

( i8 ‘ 3 ) 

3,66,63 

(21-9) 

3,86,61 
(24- 9 ) 

4,14,46 

( 2 . 5 - 9 ) 

3,99,86 

(24-8) 

3,34,12 

( 19 - 8 ) 

4,86,85 
( 24 * 3) 

Total Revenue Expenditure (D) 

9 , 34,86 

(ioo*o) 

16,73,51 

(lOO'O) 

16,13,75 

(100*0) 

16,00,2 I 
(ioo*o) 

16,11,13 
(ioo* 0) 

16,88,75 

(too*o) 

20,04,72 

(ioo*o) 


Notf.s. —(A) includes Land Revenue Provincial Excise, 9— Stamps, 10 —Forests, Registration, Charges on account of Motor Vehicle Acts, 13 —Other Taxes and Du¬ 
ties, 

(B) includes General Administration of Justice, Jails and Convict Settlements, Police, Miscellaneous Departments. 

(G) includes Scientific Departments, Education, Medical, Public Health, Agriculture, Veterinary, Go-operation, Industries. 

(D) includes all other expenditure. 

Figures in brackets denote percentages. 


Annexure F 

Development Expenditure 


(Rupees in thousands.) 


(1) Agriculture— 

1 95°~5 1 
1 95 I ~5 2 

1952- 53 

(R) 

1953- 54 

(B) 

(2) Veterinary— 

1950- 51 

1951- 52 

195 2 - 53 

1953- 54 

(q) Forests— 

I950-5 1 

1 95 I *5‘ 2 

1952- 53 

1953- 54 

(4) Co-operation— 

1950-5 1 
I 95 I_ 5 2 

1952- 53 

1953- 54 

(5) Irrigation— 

1950- 51 

1951- 52 
I95 2 '53 
1953-54 

(6) Industries— 

1950- 51 

1951- 52 

1952- 53 

1953- 54 

(7) Roads— 

1950- 51 

1951- 52 

1952- 53 

1953- 54 

(8) Education— 

1950- 51 

1951- 52 

1952- 53 

1953- 54 


Development Expenditure 

Head -*- 

Included in the Outside the Plan Total 

Plan 


6,67 


83,80 

53 * 11 

59,76 

7,58 

61,14 

68,72 

8,70 

42,47 

51*17 




22,91 

3,70 

20,39 

24,09 

3,74 

23*47 

27,21 

6,34 

22,59 

28,93 


41,36 

45,72 

3,17 

44,53 

1,96 

45*48 

47,44 

2,85 

43*44 

46,29 



17,08 

2,32 

13*15 

15,47 

2,23 

13,62 

15,85 

2,17 

14,67 

16,84 



98,10 

2 i *54 

40*95 

62,49 

18,36 

68,34 

86,70 

47*94 

66,44 

1,14,38 

8,83 

.. 

27*23 

17*55 

26,38 

9*33 

17*32 

26,65 

i 3 A 5 

20,32 

33*37 

—1,98 


1,38,26 

1 * 41*44 

1 * 39*48 

6,65 

1 * 72*85 

G 79 * 5 o 

9*85 

2 * 45*74 

2 * 55*59 

t 

.. 

1,85,06 

14,07 

I * 74> 1 5 

1,88,20 

15,03 

1,88,03 

2,03,06 

17,19 

2,26,83 

2 , 44*02 
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(Rupees in thousands) 


Development Expenditure 


Head 


Included in the Outside the Plan Total 

Plan 


fo) Medical and Public Health— 

i950“5i . 

i95!-52 . 

1952- 53 . 

1953- 54 . . . 

(10) Miscellaneous Departments including Labour— 

1050-5* ...... 

1 95 1 - 5 2 . . • • 

1952- 53 . 

1953- 54 . 

(11) Consolidation— 

I 95°"5 I . 

19 ^- 5 ^ . 

1952- 53 . 

1953- 54 . 


.. 

.. 

78,25 

13.83 

71.51 

85,34 

>9,7> 

72,28 

9',99 

15.2 8 

96,69 

M»,97 

.. 


5,9i 

I 

6,45 

6,46 

l 9 

7.15 

7,34 

36 

7,57 

7,93 

27,68 

••. 

10,41 

.. 

27,68 

47,91 

.. 

47,9* 

68,39 

2,02 

70,41 


(12) Community Projects— 

1 95°"5 1 . 

1951- 52 .... 

1952- 53 . 

1953- 54 • 

(13) Amelioration of Backward areas— 

1950-5 1 . - . . 

i95!-52 .... 

1952- 53 .... 

1953- 54 .... 


11,78 .. 11,78 

85,02 .. 85,02 


"18 ” !! 

2,47 L70 4**7 

21,02 


(68) Construction of Irrigation— 

1950- 5 1 .. • 

1951- 52.. .? . * 47) IQ 

1952- 53 .* * ■ * 1,00,35 

1953- 54 .' ’ * 6o ’°° 


Mo, 83* 
2,41,03 
4.07,5 1 


5.99.76 

7.87.93 

3>4i>38 

4,07,51 








Year 

Plan 

Non*Plan 

Total 


(71) Capital Outlay on Schemes of Agriculture improvement and Research™ 

1950- 51 . . •• 

1 95 1 - 5 3 .. 

1952- 53 .. 

1953- 54 . 


51,64 

46,34 

43,8o 


—22,61 
-32,65 
-49,63 


66 03 
29,03 
*3,69 
-5,83 


(72) Capital Outlay on Industrial Development— 

195 0 - 5 1 

195 1 "5 2 . 

1952- 53 . 

1953- 54 . 

(79) Expenditure on New Capital— 

195°"5 1 . 

195 1 - 52 . 

1952- 53 . 

1953- 54 * • ■ ■ 



.. 

28,72 

.. 

i7.4i 

17,41 

.. 

-16 

-16 

* • 

32,15 

32,15 


78,17 

78,17 

1,76,98 

1,76,98 

2,33,61 

a,33,61 


(80-A) Multipurpose River Schemes— 

i95 0 -5i . 

^-s 2 .* 

1952- 53 . 

1953- 54 . 

• 

•• 

17,95,58 

23,43,07 

1 7,95,58 
23,43,07 

(81) divil Works— 

1950-51 • . 

^-a 2 • .. 

1952- 53 •'. 

1953- 54 ... 

- 

25,27 

30,58 

27,62 

63,96 

55,77 

58,54 

t»,2J,72 
89,23 
86,35 
86,16 

(81 -A) Capital Outlay on Electricity Schemes— 

1950- 51 . . ... . . . 

1951- 52 . 

1952- 53.. 

1953- 54 • • - ■. .. 

* 

6,31 

12,20 

10,00 

5,42,73* 

65,21 

86,15 

6,57,98 

5,49,04 

77,4i 

96,15 

(82) Capital Account of other State Works outside the Revenue account— 

I95°"5 I • ■ • • ..■ 

I95i'52.*. 

1952- 53 . 

1953- 54 • * * • • \ • 

- 

•• 

3,46 

23,76 

a,47 

32,a 1 

3.46 
23,76 

2.47 


•Includes figures for Bhakra-Nangal and Harike Projects including interest charges, 
t Includes expenditure on new Capital, 

70—1 T. E. Com. (N.D.)/55 
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Annexure G 

Non-Development Expenditure (Revenue Account) 


(Rupees in thousands) 



Head 



I95°-5 1 

*95*-52 

1952-53 

« 

1953-54 

(A) Direct Demands on the Revenue- 

— 







i. Land Revenue 

• 

.... 

♦ 

6 i ,97 

77,28 

97 , 2 i 

1,27,14 

2. State Excise 

‘ 

t • • • 

• 

12,92 

8,32 

8,49 

23,68 

3. Stamps . 

• 

< ♦ * • 

• 

Lb* 

1,40 

*,38 

1,47 

4. Registrations 

• 


- 

14 

18 

15 

15 

5. Charges on account of Motor 

Vehicles Act 

• 1 • « 

- 

3,75 

3,97 

4,i9 

4,4i 

6. Other Taxes and Duties 

• 

# • * » 

* 

ii,o 5 

11,49 

13,61 

15,11 




Total 

9L35 

*,02,64 

1,25,03 

*,7*,96 

(B) Debt Services * . 

. 

• * • • 

• 

-3,36 

80,82 

—11,14 

12,38 

(C) Civil Administration— 








1. General Administration 

• 

. 

• 

1,53,78 

1,56,90 

1,60,14 

1,48,40 

2. Administration of Justice 


. 

* 

4L99 

41,01 

4 *>34 

43,02 

3, Jails and Convict Settlements 


. . ■ ■ 

■ 

38,52 

38,65 

39,65 

46,38 

4. Police 


.... 

■ 

2,64,97 

2,67,69 

2,79,20 

2,85,14 



Total 

4,99,26 

5,04,25 

5,20,33 

5,22,94 

(D) Miscellaneous 


. 

■ 

2 , 45,40 

2,36,14 

2,86,53 

2 , 88,12 

(E) Extraordinary Charges 



BfeEi * 

5,22 

4,12 

3 ,oo 

15,00 



Grand Total 

8,37,87 

9 , 27,97 

9 , 23,75 

10,10,40 


Non-Development Expenditure (Capital Account ) 


(Rupees in 

thousands) 


Head 



1 950 - 5 1 

I 95 I “52 

1952-53 

1953-54 

(A) State Trading Schemes 




- 5 , 49,14 

2,20,62 

-2,39,34 

- 3,45 

* 

. 

• 

(B) Contingencies Fund 

. 

. 

- 

50,00 

•* 

•• 

•• 

(C) Commuted Value of Pensions 

• 

. . 

• 

4,25 

5,95 

4,56 

4,96 

(D) Repayment of Interest on Bhakra-Nangal and Harike Projects 

* 

4 L 47 

8 o ,73 

*,39,64 

2,22,94 




Total 

- 4 , 53,42 

3 , 07,30 

■- 95,14 

2 , 24,45 



Annexure H 






Composition of Total Revenue of the Punjab 


(Rupees in 

thousands 





Accounts 





1947.48 

1948-49 

1949-50 1950-51 1951-52 

1952-53 

(Revised 

Estimates) 

1953-54 

(Budget 

Estimates) 

Tax Revenue .... 

• 

2,62,78 

( 34 * 8 ) 

5,72,17 

( 3 * * 7 ) 

7,70,1a 8,90,37 9,83,58 

( 45 ‘ 5 ) (52*8) ( 54 ’ 00) 

9,60,22 
( 5 *' 7 ) 

*0,35,27 

(52-4) 

Other State Revenue 

• 

. . », 44 »oi 

( 3 a’ 3 ) 

8 , 53,83 
(47 0 

5,20,75 4 , 6 o ,57 5 , 50,52 

(30.7) (» 7 ' 3 ) (30-2) 

5 , 09,94 
(27' 5 ) 

5, *4,85 

(26-1) 

Income-tax share » . * 

* * 

1.48,70 

( 19 - 7 ) 

2,08,95 

(n- 5 ) 

2,28,70 2,60,59 2,87,71 

( 13 - 5 ) (i 5 ' 5 ) ( 15 - 8 ) 

1,94,94 

(*o- 5 ) 

1,88,80 

( 9 - 6 ) 

Share of Excise Duties * 

• • 

. 


. , 

.. 

64,27 

( 3 - 5 ) 

64,53 

( 3 * 3 ) 

Grantsdn-aid excluding Income-tax share 

. . 1,00,00 
(13-2) 

1,75,00 

( 9 ‘ 7 ) 

i, 75 ,oo 

(*°' 3 ) 

75,00 

( 4 ' 4 ) 

1,26,73 

(6-8) 

1,70,46 

(8-6) 

Total Revenue 

• 

7 , 55,49 

(ioo*o) 

18,09,95 

(ioo-o) 

16,94,57 *6,86,53 18,21,81 
(ioo-o) (ioo-o) (ioo-o) 

18,56,10 

(lOO'O) 

* 9 , 73 , 9 * 

(IOO'O) 


Nfl.—Figures ia brackets denote percentages. 













55 1 


Annexure I 
Tax Revenue 

(Rupees in thousands) 


Tax 

1947-48 

(15th Percen- 1948-49 

August tage to (Accounts) 

1947 to Tax 

31st Revenue 

March 

1948) 

(Accounts) 

Percen- 1949-5° Percen- 1950-51 Percen- 1951-52 Percen¬ 
tage to (Accounts) tage to (Accounts) tage to (Accounts) tage to 1 
Tax Tax Tax Tax I 

Revenue Revenue Revenue Revenue 

1952:53 Percen- 
(Revised tage to 
Estimates) Tax 
Revenue 

*953-54 Percen- 
(Budget tage to 
Estimates) Tax 

Revenue 

Land Revenue 

79,37 

30*2 

1,36,73 

23‘9 

1,76,42 

22 * 9 

1,84,04 

go-7 

1,98,35 

20 ■ 2 

2,01,85 

21 -0 

2,32,28 

22*4 

Provincial Excise 

1,01,65 

38*7 

2,38,20 

41 -6 

2,31,56 

30-1 

2,07,55 

23-3 

2,77,64 

28 2 

2,33,26 

24*3 

2,30,66 

22*3 

Stamps . , . 

i7,«5 

6-6 

40,7* 

7-1 

46,11 

6-o 

64,57 

7'3 

58,55 

5‘9 

57,75 

6-o 

57,87 

5*6 

Registration . 

1,28 

*5 

4,25 

■8 

6,25 

.8 

9,89 

X*I 

8,70 

’9 

8,77 

*9 

8,77 

*9 

Taies on Motor Vehicles 

4,24 

1 *6 

I3,i9 

2*3 

15,* * 

20 

*5,95 

i-8 

20,16 

2*0 

20,02 

2 * 1 

20,95 

ft'O 

Irrigation 

27,69 

10-5 

76,3* 

13*3 

*,04,73 

13*6 

1,66,60 

18.7 

x,74,o8 

17*7 

i, 79 ,ii 

i8- 7 

1,81,25 

*7*5 

Entertainment Taxes . 

2,89 

I-1 

11,89 

21 

15.78 

2-o 

16,81 

1*9 

20,17 

2*1 

*9,35 

2 • 0 

19,01 

1-8 

General Sales Taxes 

20,70 

7-8 

36,64 

6*4 

1,39,25 

18' I 

*,78,31 

20‘I 

1,67,45 

*7'° 

*,65,82 

*7'3 

1,78,68 

*7*3 

Taxes on Motor Spirit . 

■ 1,77 

*7 

7,69 

i*3 

9,7° 

1*3 

15,22 

i-7 

22,47 

2*3 

21,47 

2*2 

21,48 

2’ 1 

Other Taxes 

5,94 

23 

6,56 

I ’2 

25,21 

3*2 

3 *,43 

3-5 

36,01 

3 * 7 

52,82 

5*5 

84,32 

8* 1 

Electricity Duties 


... 





... 

... 






... 

Agricultural Income-Tax 



... 


... 

... 

... 



... 

... 


... 

Sugarcane cess 


... 


... 


... 

•v 

... 


... 

... 

... 


... 

Total Tax 

2,62,78 


5,72,17 


7,70,12 


8,90,37 


9,83,58 


9,60,22 


io, 35,27 


Revenue 

















552 


1 


I 

.a 

c r> 

a 


K 

3 


OS 

| 

52 

5? 


S' 3 

05 


bD 

cq 


S>W 

05 -rt 
i-t <y 

(A 

$s 

a 


6 

m 

0> 


cn 

05 


i 


3UU3A3’a 

to 

C5 

H 

CO 

co 


to 


- 

. 



1*101 oi aSEiuaoaaj 

co 

Cf 



CO 

in 


• 

CO 




3UU3A3>£ X-ei-UO^j; 

05 

cr 

CO 

CO 


m 

r-- 

Hi 

05 




l*loi oi oSeiu^js^j 

4< 

cr 

CO 

CO 

in 


to 

*-* 

M 

cr 

o 

03 

: 

* 

* 


to 

CO 

_ 

0 

CO 

o 

in 

co 

O 

in 



lunouiy 


cs 


MO 

O 1 

CO 

i>- 

to 


00 

CO 

05 


f~- 

*ln 

s 

^CO 


5 

% 


to 

HI 

}£ 

CO 

K 


IH 









•n 

to ’ 

05 

3UU3A3'}! 

CO 

05 

« 

Of 

m 

m 



CO 




(*loi oi 3 S*iu 3 oj 3 <j! 

to 

b 

1-1 

Of 

in 

to 

co 


© 





05 

to 

cr 



0 

m 






3nti3A3^ x-ei-uoM 

05 

CO 

in 

tb 

to 

05 

4 1 

b 

Cf 




l*10i ai 3^*11133 jo<j 







cr 







CO 

co 

to 

05 

to 

in 

Cf 


Cf 



0 

lunouiy 


in 

O 

to 

uO 



n 

Hf 

05 

tq_ 



Cf 

n 

C( 

§■ 

o 

« 

R 


Hi 


CO 

^fn 







M 




in 

to' 

.00 



or 

c© 

Cf 

CO 

„ 

_ 


CO 


! 


smi3A3>[ 


05 

0 

cr 

4^ 

in 

o 


b 




1*101 01 3§*1U30J3 C [ 

■ 

' ■ * 














to 


co 

CO 

© 

co 

W 

to 




Qrm9A3^£ X*1-U0J\I 



Of 


4* 


CO 

o 





|*loi oiJaS^iuoaja^ 






co 

CO 










I'h 

to 

to 

00 

CO 

o 

Cf 

Cf 


lunouiy 


oo" 


CO 

to 

00 

©^ 

Tf 

co 

in 

«n 

c© 



n 




5 



Hi 

o 

in 

o 

in 

Cf 







*-* 

“ 



in 

in 

co' 


"f 

© 


CO 

to 

o 



to 




onu3A3"a 


co 

O 

cr 


J> 

05 


b 




1*101 Ol 3§*1U93J3(I 













■ 

o 



CO 

m 

05 

!>■ 

M 

00 




anuoAo^ x*?-uo^ 

4* 

05 


r>- 

cr 


05 

© 





1*101 oi 3SB1U30I0J 





M 

Cf 

Cf 



* 1 

! 

: 



lunouiy 


3nu3A3^£ 

J*1<>1 0? 3SE1U30J9J 


3rtU3A9>[ X*l-UOJs[ 
l*loi oi aSuiuawj 


lunouiy 


snuaAS'jj 

l*ioi oi 3S«iu93aoj 


onusAa^ xbi-UO^vI 
1*101 oi o^luaoJoj 


m 

in 


lunouiy 


anu^AO’ij 

1*101 01 3 Sb 1U30J5<1 


onu^AS'a x*l~uo^ 

1*101 Ol 3S*}U30I3 C J 


junotuy 


« 


05 

in 


in (£> 
or o 


t£> 

<T) 


tO 

Cf 


^ 8> 

5* « 


s 

in 


05 

to 


co 


m 


rh 1 tO 
CO 0 


or 

b 


CO 

4< 


o 

to 


O Of 

t£5 M 


co m 

CO 03 


o> 

4< 


•r to 

T t ^ 

05 


°S- 


Of M 

in »h 


to 

Of 


CO Tt- 

>-> or 


to CO 
in to 


r> 

o 


in 
in 


n- 

in 


co 

CO 


05 

crT 


o 

$ 


co 


1 

| 

t/i 

■M 

a 

2 

o 


£i J. 

u u 

S * 

r 


5 

s 

t2 


CJ 

QJ 

s 

1 

a 

<u 

Q 

2 

8 

tc 

8 

£ 


>■> 

'y 


Ph 

-d . 

9 

3 V 5 

S 0 
SI 
■> 
c 


o 

i 


£t 3 • 

g s 
0 « 
31 g 

^ g a 

o g 

III 
a | s 


.gi 
"0 . 


.5 

■E 

! 

w 


.j 

i 


© 

rt 

<u 

> 

(2 


i 


H 


a 

*S 

8 

I 

a; 

ft? 

1 



MEMORANDUM II 

A General Note on LoCal Taxation 


SECTION I-A 

Annexure ‘A’ gives the available statistics for the 
years 1947-48 to 1951-52 in respect of the items included 
in the Commission’s prescribed form. 

2. The income of municipalities and small town com¬ 
mittees taken together has risen steadily during the last 
five years. The tax revenue has increased from Rs. 97*25 
lakhs in 1948-49 to Rs. 1,40*63 lakhs in 1951-52. The 
corresponding increase in the case of non-tax revenue 
has been of the order of Rs. 16*94 lakhs. Expenditure has 
increased by about 35 per cent, over this period. In the 
case of District Boards the tax revenue has risen by 
24*78 lakhs against an increase of 19*89 lakhs in non-tax 
revenue from 1943-49 to 1951-52. The increase in expendi¬ 
ture has been of the order of 1*94 crores, which give? 
a percentage increase of about 93 per cent. 

It will be seen that district boards have expanded 
development activities on a much larger scale than 
municipal and town committees have been able to do. 
The concept of development in term of welfare services 
is thus progressive in the local bodies in the State. 

3. Tax revenue forms the principal source of income 
of Municipal Committees and Town Committees. In the 
case of District Boards, tax revenue is less than 30 
per cent, of the total income. No share of revenue from 
specific taxes levied by and collected by the State Gov¬ 
ernment is assigned to any categories of local bodies, 
except panchayats who get 10 per cent, of the land 
revenue annually. The percentage distribution of tax 
revenue, non-tax revenue and grants-in-aid is indicated 
below : — 



(Year 

1951 - 52 ) 

Tax 

Non-tax 

Govern¬ 

revenue 

revenue 

ment 



grants 


Municipal Committees 


Town Committees J 

56-69 

38-98 

4 M 3 

District Boards 

29*99 

27-93 

42*08 

Panchayats . 

19*58 

66 - 74 

13-68 

The major individual 
revenue” are as follows : 

components 

of “other 

non-tax 

Municipal Committees 

. Properties. 



Town Committees , 

. Educational fees. 



District Boards . . Medical fees. 

Gram Panchayats . . Judicial fess, fines, and Voluntary 

Contributions, 


Receipts from property educational and medical fees 
in the case of District Boards and Municipal Committees, 
and judicial fees, fines, and voluntary contributions in 
the case of Gram Panchayats form the bulk of *other 
non-tax revenue”. 

Revenue from commercial transport undertakings and 
other undertakings of local bodies has comparatively 
little importance in the overall picture of revenues. Com¬ 
mercial undertakings like bus transport, electricity 
supply etc. are confined to a few large municipal com¬ 
mittees, They are not now yielding reasonably good di¬ 
vidends, and there is scope for improvement. 

4, The principal taxes imposed by each class of local 
bodies are shown at Annexure *A\ Generally speaking, 
the revenue derived from various taxes other than oc¬ 
troi levied by urban local bodies, has remained inelastic. 
The rationalization of the octroi schedule in 1950-51 and 
the introduction of a uniform scale of rates and com¬ 
mon exemptions has resulted in substantial increase in 
tax revenue from this source. 

5. Efforts have been made from time to time to induce 
District Boards to increase the rate of land cess to the 
permissible maximum. Similarly, Municipal Committees 
have also been asked to levy the house-tax or to enhance 


its rate, where it is already levied, as a condition pre¬ 
cedent to the grant of ad hoc subsidies to them. Provi¬ 
sion has been made in the Punjab Gram Panchayat Act, 
1952, for levy of a compulsory tax (House-tax) by each 
Gram Panchayat, subject to maximum rates prescribed 
by the State Government. 

In view of the inherent unwillingness or hesitation 
of local bodies to levy new taxes, and to raise the rate 
of existing taxes Government have now got the law on 
the subject amended so as to acquire powers to force a 
District Board/Municipal Committee/Town Committee 
to impose a tax not already imposed, or to modify the 
rate of a tax already imposed. The Government can levy 
the tax or modify the rate themselves, in case of default 
by a local body. This provision may go some way, 
towards improving and stabilizing the financial conditions 
of local bodies. 


6. All taxes are assessed and collected by local bodies 
through their employees. Government have framed rules 
for the assessment and collection of each tax, e.g,, the 
professional tax levied by District Boards, the octroi 
levied by Municipal Committees, Town Committees, etc, 

The present tax system has not been evolved conscious¬ 
ly but has evolved, and is at places patchy. The latest 
developments in taxation indicate an attempt at ration¬ 
alization on scientific principles. 

Machinery for assessment and collection of local taxes 
operates at the local level only. Appellate authorities 
"have been prescribed either by Statute or by statutory 
rules. 

The efficiency in the collection of taxes is, generally 
speaking, low. From the view point of the tax-payer, 
the administration of some taxes is not convenient.’ 


7. Tax evasion and avoidance prevail on a large scale 
particularly in the case of the octroi. The main techni¬ 
ques are smuggling and the concealing of liability, apart 
from staff, no particular measures have been adopted 
by local bodies to deal with evasion of taxes. Municipal 
Committees having Executive Officers have, however, 
shown considerable vigour in this matter. 

8. The State Government have been exploring ways 
and means of reshaping the structure of local taxation 
along the lines recommended by the Local Finance 
Enquiry Committee. It is a huge task requiring careful 
study and planning. 

9. The various aspects and problems of the local 
taxation system in the State have been dealt with in 
answers to the relevant questions of the Commission’s 
Questionnaire, 

Section I-B— Notes on Individual Local Taxes 


GENERAL PROPERTY TAX 

10. A tax on houses and buildings is levied by Muni¬ 
cipal Committees and Town Committees subject to a 
maximum 12j per cent, of their annual value under 
section 61 of the Punjab Municipal Act and Section 21 
read with section 27 of the Punjab Small Town Act, 1921. 
In each case, the tax is assessed and collected by the 
Committee concerned. In the case of Municipal Com¬ 
mittees, where a building assessed to the property tax 
has remained unoccupied or unproductive of rent 
throughout the year or the period in respect of which 
any instalment is payable, the Committee remits the 
amount of the tax or of the instalment, as the case may 
be. When any property has not been occupied, or has 
not been productive of rent for any period of not less 
than 60 consecutive days, or consists of separate tene¬ 
ments, any of which have not been occupied or have 
been unproductive of rent for such period,.the Committee 
may remit such portion of the tax or instalment as it 
may think justifiable. As regards Town Committees, 
where any land is assessed to the local rate under the' 
Punjab District Boards Act, 1883, the amount of the rate 
so assessed is deductable from the property tax on such 
Land. In each case, the tax is assessed and collected by 
the Committees concerned. Appeals against the assess¬ 
ments He to the Deputy Commissioner. 

Provision has also been made for levying by a gran 
panchayat of a compulsory house-tax payable by the 
occupier. If the gram panchayat fails to impose the tax, 
the State Government may do so. 
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The committees have been, generally speaking, averse 
to levying the House tax or to raising the rates. The 
machinery of assessment and collection has not operated 
very efficiently with the result that in several cases 
heavy arrears accumulate. There are also opportunities 
for evasion and avoiding the tax. The methods practis¬ 
ed are concealing liability and avoiding assessment; As 
a rule, Municipal Committees find it difficult to take 
preventive measures. There have been no significant 
trends in receipts, which have mostly remained inelastic. 

URBAN IMMOVABLE PROPERTY TAX 

11. This tax is levied by the State Government, and is 
not a local tax. 

SERVICE TAXES 

12. In the Punjab, Municipal Committees levy water 
tax and water rate with the permission of the State 
Government or on their own. The amount of the water 
rate is determined by municipalities with the approval 
of the State Government. Where a Municipal Committee 
has levied water tax, it can charge water rate only for 
water supplied in excess of the quantity to which such 
supply is limited under the Act, One Municipal Com¬ 
mittee and a few District Boards also levy a sanitation 
tax. A Municipal Committee may levy a tax payable by 
an occupier of any building in respect of which the Com¬ 
mittee has undertaken house scavenging. These taxes 
are assessed and collected by the local bodies in accor¬ 
dance with the rules framed by Goverriment. Income 
from them is, generally speaking, meagre. They are, 
however, self-supporting. There is not much scope for 
evasion or avoiding these taxes. 


LOCAL FUND CESSES 

13. A local fund cess, called the local rate, is levied 
compulsorily by all District Boards in the State on all 
land within the jurisdiction of the board at a minimum 
rate of anna 1 per rupee of its annual value which means 
double the land revenue for the time being assessed on 
any land whether assessment is leviable or not. Govern¬ 
ment may abolish or reduce or increase the local rate 
on the recommendation of the District Board. Before 
1944 the maximum rate of the cess was anna 1 per rupee. 
In that year, the maximum rate was made the minimum 
rate, and the State Government was empowered to 
increase it on the recommendation of the District 
Board. The actual rate of the land cess ranges from 
annas 2 to annas 4. The local rate is collected by 
Revenue Staff along with the land revenue. 

The local rate is the mainstay of revenue of District 
Boards. Since 1944, the receipts from the local rate 
have shown a significant trend upwards. District Boards 
have realised the need of increasing the local rate to 
meet the demands on them. 


There is no scope for avoiding and evading the local 
rate. 


PILGRIM-TAX 

17. A Pilgrim tax is levied by the Municipal Com¬ 
mittee, Tarn Taran, District Amritsar, and the District 
Board, Karnal with the previous sanction of the State 
Government. The tax is collected by the Railway 
authorities on behalf of these local bodies. The net yield 
is adequate to cover the expenditure incurred by the 
local bodies on provision of amenities to pilgrims. 


TAX ON FLOATING POPULATION IN THE BIGGER 
CITIES POLL TAX 

18. These taxes are not levied by local bodies in the 
State, 


TAXES ON VEHICLES, ANIMALS AND BOATS 

19. Taxes on vehicles and animals used for riding, 
draught, or burden, and kept within the municipality 
are optional taxes for Municipal Committees under the 
Punjab Municipal Act. Nearly all Municipal Com¬ 
mittees levy a vehicles tax; a few have levied a tax on 
animals while no local body imposes a tax on boats. 
The income from the vehicles tax is nominal and has 
little relative significance in the tax revenue of muni¬ 
cipal Committees, 


Tolls 

20 . Tolls are levied with the previous sanction of 
State Government on laden vehicles and animals enter¬ 
ing local limits by Municipal Committees and Town 
Committees at different rates prescribed by local bodies 
with the sanction of the State Government. The yield 
is comparatively small and inelastic. 


Profession Tax 

21 . Profession tax is levied by all District Boards 
and a few Municipal Committees with the previous 
sanction of Government. Government have framed a 
model schedule for its levy, which prescribes a uniform 
progressive scale of rate subject to a maximum of 
Rs. 200 per annum. Professions yielding an income up 
to Rs. 400 per annum are exempt from the tax. The 
model schedule has been adopted by all District Boards. 


Profession tax occupies an important position in the 
tax-structure of District Boards. Next to the local rate 
(land cess) it is the most fertile source of revenue. It is, 
however, relatively insignificant in the fabric of muni¬ 
cipal tax revenue. Actually only a few small Municipali¬ 
ties levy it, and the receipts are meagre. 


Theatre Tax 

22. This tax is not levied by local bodies in the 
Punjab, though there is no legal bar to such levy. 


OCTROI 

14. Octroi is levied by urban local bodies, Municipal 
Committees and Town Committees, Government have 
recently formulated a model schedule which has beer 
adopted by most of the urban local bodies while others 
are being persuaded to do so. The introduction of the 
new model schedule has increased receipts very consi¬ 
derably. The model schedule also lays down uniform 
exemptions. Government have framed detailed rules 
regarding the levy and collection of octroi. 


Octroi is one of the two main sources of revenue of 
urban local bodies, the other source being the House- 
tax. The octroi with its grave inherent defects, affords 
great scope for evasion, mainly through smuggling. 
With a few exceptions, local bodies have not taken 
any effective measures to prevent evasion. 


TERMINAL TAX 

15. In this State, no local body levies terminal tax 
though its variant “Octroi without refunds” is popular. 
From the view-point of the tax-payer, the terminal tax 
or Octroi without refund is better than a pure octroi 
tax because it provides for a more convenient and 
easier method of payment of the rate which is definite. 


TAXES ON GOODS AND PASSENGERS CARRIED 
ROAD OR ON INLAND WATER-WAYS 


16. These taxes are not levied by local bodies in this 
State. 


TOWN IMPROVEMENT AND OTHER BETTERMENT 
TAXES 

23. Town Improvement Trusts have power to levy 
betterment contributions. .Where, by the framing of any 
scheme, the value of any property has increased or is 
likely to increase,.the Trust is entitled to recover from 
the owner of such property an annual betterment 
contribution for sUch term of years and at such uni¬ 
form percentage of the increase not exceeding 10 
per clnt, as may be fixed, provided that the aggregate 
amount of the contribution so recovered cannot exceed 
£ of the maximum increase in value during the specified 
term of years. Statutory principles for calculating 
betterment contribution have been laid down; rules for 
Assessment and collection are to be framed by the State 
Government. 


Miscellaneous 

24. The State Legislature has recently passed legisla¬ 
tion to empower Government to require a local body to 
impose a new tax or to modify the rate of an existing 
tax, and to levy the tax and modify the rate themselves 
in case of default by the local body. This will go a long 
way towards s tabilfeing local finance on which the \ 
successful working of local bodies turns. The financial 
needs and resources, existing as well as potential, of all 
local bodies will be assessed, and wherever an increase 
in taxation is indicated, directives will be given, 

A multiple system of direct and indirect taxation 
is essential, but the trend of policy is towards encourag¬ 
ing local bodies to concentrate on two or three major 
taxes embracing all sections of the population. 
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A.NNEXURE A—STATISTICAL INFORMATION REGARDING LOCAL BODIE 8 
(Income and expenditure of Municipalities , Small Towns, etc., taken together) 


1951-52 


1949-50 


1948-49 


1947-48 

(7} months only) 


A.— General InforaMtion 

1. Number 

2, Population 


94 94 94 94 

2,118,504 2,ii 8,504 1,675,369 1,675,369 

Rs. a. p. Rs. a. p. Rs. a. p. Rs. a. p. 


3. Total income from all sources * 2,47,19,920 15 6 2,20,33,012 9 8 2,01,98,164 o o 1,86,87,712 o o 

4. Total income from rates and taxes 1,47,29,811 2 6 1,23,94,952 o o 1,06,51,036 o o 1,02,25,349 o o 

5. Per capita incidence of total income 11 10 8 , 10 6 5 12 o 11 11 2 6 

6. Per capita incidence of income 8153 5*37 859 618 

from taxes. 


B.—Details of Income 
I. Tax Revenue— 

(i) General Property tax (Tax 19*33*093 2 o 

on houses and lands)- 

(it) Service taxes (water, lighting, 2,12,552 o o 
drainage, conservancy, etc.). 


(Hi) Local fund cesses 
(ip) (a) Octroi 

(b) Terminal-tax 
(v) Tolls 


2,277 0 0 
1,08,55,084 14 9 
4,74,035 3 9 
1,28,215 o 0 


14*99*613 11 3 10,29,659 13 6 10,07,405 2 o 

I, 87,922 o o 1,92,340 O O I >49>398 o o 

2,429 00 3,316 o o 1,204 o o 

84,66,208 o 3 59,82,326 14 6 54*73*585 4 O 

II, 74,092 o o 24,26,057 o o 27,31,664 o o 

S37»4 1 3 0 0 1,18,431 o o 1,06,247 0 0 


(i/j) Taxes on goods and passen¬ 
gers carried by road or inland 
waterways, 

(pit) Taxes on vehicles, animals 1,72,639 12 o 
and boats. 


(fib) Profession tax ♦ * 

(ix) Theatre tax 

(x) Pilgrim-tax 

(xi) Town Improvement and 

betterment taxes. 

(xii) Other taxes (cesses and rates 

to be specified separately)— 

(a) Servant tax 

(b) Scavenging and similar 
taxes. 

(c) Personal town rate . 


14,318 5 o 


225 o o 

35*783 O 0 

77*947 o 0 


(d) Other unclassified taxes . 1,57,780 0 o 


1,11,334 o 0 98,190 1 8 

8,556 o o 12,338 o o 

^, Not available 

. • Not available 


215 o o 631 o o 

34,607 o o 38,949 o o 

80,558 5 9 69,814 4 ‘o 

97,708 14 6 1,88,244 8 3 


96,897 12 3 
9*997 - 0 


648 o o 
39,046 o o 

27*776 I 6 
82,347 o o 


94 

1*675*369 

Rs. a. p. 
78,83,819 o o 

35*65,245 o o 

562 

2611 


4,99,242 o o 

69,758 o o 

785 o o 
20,24,296 0 o 
9,00,827 o o 
48,418 o o 


47,834 o o 


793 o o 

18,806 o 0 


Total . 1,40,63,940 5 6 1,18,00,676 15 9 1,01,58,295 9 9 97,26,195 3 9 36,13,663 o o 


II. Non-tax revenue— 

(a) Grants from Government- 


(i) For roads and buildings 

7*350 

0 0 

. 7.350 

0 0 

7,650 

0 

0 

8 , 4'9 

0 

0 

800 

0 

0 

(ii) For education 

8,67,646 

0 0 

7.08.483 

0 0 

6,60,443 

0 

0 

6,18,871 

0 

0 

3 * 95*224 

0 

0 

(iii) For Medical and Public 

75*590 

0 0 

1,89,627 

0 0 

1,13,966 

0 

0 

1 , 42 , 63 a 

0 

0 

1,05,678 

0 

0 

Health. 














(io) For other purposes 

70,434 

0 0 

76,341 

11 9 

',25,187 

0 

0 

33,113 

0 

0 

•• 



Total 

10,21,020 

0 0 

9,81,801 

11 9 . 

9,06,946 

0 

0 

8,03,035 

0 

0 

5*01,702 

0 

0 
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Annexure A— (contd.) 

Income and expenditure of Municipalities, Small Towns , etc., taken together — {contd.) 


1951-52 19505 1 1949-5° 1948-49 1 947-48 



Rs. 

a. 

P- 

Rs. 

a. 

p. Rs. 

a. 

P- 

Rs. 

a. 

P* 

Rs. a 

L 

P- 

(b) Fees, fines/etc. 

9 > 94> 2 94 

i 3 

9 

9,51,591 

12 

3 7,77,808 

1 

0 

5 ) 33)432 

12 

0 

1,67,296 

O 

0 

(c) Miscellaneous 

86,40,665 

12 

3 

82,98,942 

111 83,55,114 

5 

3 

76,25,059 

0 

3 

36,01,158 

0 

0 

Grand total 

2 j47> i 9j9 20 

*5 

6 

2,20,33,012 

9 

8 2,01,98,164 

0 

0 

1,86,87,712 

0 

0 

78,83,819 

O 

0 

C,—-Details of Expenditure 














(i) Administration 

27.86,255 

1 

3 

20,07,038 

1 

5 24,51,845 

1 

3 

23)85,326 

4 

8 

7,40,865 

0 

0 

(it) Service (water-supply 
drainage, conserva¬ 

tion, lighting, etc.) 
charges 

98,09,546 

11 

0 

90^7,120 

H 

9 90,02,445 

2 

7 

75,65,289 

*3 

4 

35,65,073 

0 

0 

(iii) Medical and Public 
Health 

74,08,178 

15 

3 

66,09,331 

7 

9 55,31,260 

5 

9 

47 ) 43,012 

5 

6 

22,83,971 

0 

0 

(iv) Roads and Buildings 

2 4 ? 5 2 » 3^3 

11 

3 

20,56,586 

3 

3 19,76,175 

0 

0 

13,54,869 

4 

3 

3 > 93>784 

0 

0 

(p) Miscellaneous . 

19,60,258 

15 

6 

22,00,055 

9 

9 18,90,966 

0 

6 

20,70,853 

11 

9 

6,00,565 

0 

0 

Total 

2,44,16,603 

6 

3 

2,18,90,132 

4 

11 2,08,52,691 

10 

1 

1,80,98,351 

7 

6 

75 ) 83>338 

0 

0 

DISTRICT BOARDS 















A.—General information 















1. Number . , , 

12 



12 


13 



13 



13 



2. Population. 

10,378,687 


10,378,687 

9,582 

>454 

9,582,454 

9,582,454 


Rs. 

a. 

P- 

Rs. 

a. 

R s 

a. 

P* 

Rs. 

a. 

P- 

Rs, a 

p- 

3. Total income from 

Services 

2,51,95,469 

? 

0 

2 3 53 > 34>866 

0 

0 2,34,35,881 

0 

0 

2,06,58,082 

0 

0 

1,16,03,637 

0 

0 

4, Total income from rates 
and taxes 

76,12,39° 

0 

0 

81,07,358 

0 

0 67,63,006 

0 

0 

50,77,531 

0 

0 

25,83,839 

0 

0 

Per Capita incidence of 
total income. 

2.4 



2.4 


2.4 



2,05 



1.2 



Per Capita incidence of 
Income from taxes 

■7 



.8 


•7 



•5 



* 3 



B—Details of Income 















I. Tax Rev enue— 















(i) General Property tax 
(Tax on Houses and 
Roads) 












•* 



(li) Service taxes (water, 
lighting drainage, 

conservancy, etc.). 

11,445 

0 

0 

13,158 0 0 

7,764 

0 

0 

8,482 

0 

0 

5,488 

0 

0 

(Hi) Local fund cesses 

63,43,450 

0 

0 

67,95,017 1 

0 0 57,68,686 

0 

0 

43,05,643 

0 

0 

22,54,611 

0 

0 

(iv) (a) Octroi 




. . 





. . 






(b) Terminal tax 

• • 



* * 


.. 



. ■ 






( v ) Tolls 

. * 



. . 


* * 



. . 



.. 



(oi) Taxes on goods and 
passengers carried 
by road or inland 
waterways. 

■ * 



• ■ 


* • 



* * 



. ♦ 



(vii) Taxes on vehicles, 
animals and boats. 




44 , 4*1 

0 

0 8,331 

0 

0 

59)543 

0 

0 

18,314 

0 

0 

(vii) Profession tax 

11,84,109 

0 

0 

11,32,210 

0 

0 9,48,844 

0 

0 

7,03,863 

0 

0 

3,05,039 

0 

0 

(ix) Theatre tax . . 




.. 


.. 






., 



(x) Pilgrim tax 

*. 





*, 



,. 



# t 



(xi) Town Improvement 
and betterment taxes 

•• 



*• 


• • 



** 



- 



(xii) Other taxes, cesses 
and rates 

•• 



- 


- 



*• 






(I) Haisiyat tax 

16,884 

0 

0 

1,22,562 

0 

0 29,381 

0 

0 

- 



- 



Total * 

75,55, 888 

0 

0 

81,07,358 

0 

0 67,63,006 

0 

0 

50,77,531 

0 

0 

25,83,452 

0 

0 
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Anneuxre A — Statistical Information regarding Local Bodies — Contd . 


1951-52 1950-51 1949-50 i94 8 -49 1947-48 

(7i months only) 


II. Non-Tax Revenue— 


( a ) Grants from Government— 


(t) For Roads and Buildings . 

Rs. 

4>°5> 2 94 

a. 

0 

P- 

0 

Rs. 

3,27,827 

a. 

0 

P- 

0 

Rs. 

4*57, 12 4 

a, 

0 

P- 

0 

Rs. 

3,77,882 

a. 

0 

P- 

0 

Rs. 

3,21,878 

a. 

0 

P* 

0 

(«) For Education 

88,43,222 

0 

0 

9o>29,577 

0 

0 

90,59> o 49 

0 

0 

85,87,808 

0 

0 

51,49,161 

0 

~ 0 

(m) For Medical and Public 
Health purposes. 

7)21*335 

0 

0 

4,80,282 

0 

0 

7,'0,994 

0 

0 

6,95,421 

0 

0 

3,89,906 

0 

0 

(w) For other purposes . 

6,32,118 

0 

0 

6,08,763 

0 

0 

6,80,173 

0 

0 

6,38,375 

0 

0 

5,78,384 

0 

0 

Total 

1,06,01,969 

0 

0 

1,04,46,449 

0 

0 

1,09,07,340 

0 

0 

1,02,99,486 

o 

0 

64,39,329 

0 

0 

( b ) Fees, Fines, etc. . 

45,36,066 

0 

0 

35,15,942 

0 

0 

26,21,299 

0 

0 

21,19*345 

0 

0 

6,25,545 

0 

0 

(c) Miscellaneous 

25 >oL 546 

0 

0 

32,65,117 

0 

0 

41,44,236 

0 

0 

32,31,720 

0 

0 

19*55,311 

0 

0 

Grand Total 

2.5 ',95-469 

0 

0 

2,53,34,866 

0 

0 

2,34,35, 88 ' 

0 

0 

2,06,58,082 

0 

0 

1,16,03,637 

0 

0 

C.—Details of Expenditure 
















(i) Administration 

7.47,344 

0 

0 

7,14,074 

0 

0 

6 7 9 2 >653 

0 

0 

6,48,109 

0 

0 

3*t6,8l3 

0 

0 

(ii) Service (water-supply, drain¬ 
age, conservation, lighting, etc.) 
charges , 

53,305 

0 

0 

',09,653 

0 

0 

62,98l 

0 

0 

69,462 

0 

0 

32,865 

0 

0 

( Hi ) Medical and Public Health 

31,21,472 

0 

0 

33,96,554 

0 

0 

31,62,430 

0 

0 

28,88,559 

0 

0 

14,64,388 

0 

0 

(£r;) Roads and Buildings 

16,50,806 

0 

0 

14,04,136 

0 

0 

14,16,057 

0 

0 

15,70,620 

0 

0 

6*79*434 

0 

0 

(1?) Miscellaneous 

2,48,57>5°7 

0 

0 

1,90,05,884 

0 

0 

1*76,23*531 

0 

0 

51,76,75° 

0 

0 

24*95*500 

0 

0 

Total 

3,04,30,434 

0 

0 

3,46,30*301 

0 

0 

2,29,57,652 

0 

0 

2,10,42,939 

0 

0 

1,04,36,826 

0 

0 


PANCHAYATS 
A— General Information 

1. Number .... 

2. Population .... 

3. Total income from all sources 

4. Total income from rates and taxes 

5. Per capita incidence of total income 

6. Per capita incidence of income 
from taxes. 

B. —Details of Income 

I. Tax Revenue— 

(*) General Property tax (Taxes on 
houses and lands). 

(») ‘Service* taxes (water, lighting 
drainage, conservancy, etc.) 

(i») Local Fund Cesses , 

(tv) (a) Octroi . ♦ « 

(b) Terminal tax * 

(r) Tolls .... 

(w) Taxes on goods and passen¬ 
gers carried by Road or inland 
waterways. 

(vii) Taxes on vehicles, animals 
and boats. 

(viii) Profession tax 
(i*) Theatre tax 
(, x) Pilgrim tax 

(xi) Town Improvement and bet¬ 
terment taxes. 


6,765 

8,819,698 

Rs. a. p. 

36,65,885 4 o 

7,17,829 o o 
067 
o i 4 


6,483 
Not available 

Rs. a, p. 
I 3>°5> 1 79 9 o 
6,06,424 9 o 


5.329 
Not available 

Rs, a. p. 

9,45,282 9 0 

4 . 90.945 2 0 


4,697 

Not available 

Rs. a. p. 

7,42,238 15 o 

2,98,872 2 0 


4,460 

Not available 

R?. a. p, 
2,44,142 o o 

1,49,680 10 o 
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Annexure A— Statistical Information regarding Local Bodies— Concld .. 

- 1951-52 1950-51 1 949”5° 1948-49 1947-48 

_____ (7! months only) 

PANCHAYATS —contd. 

B. — Details of Income — contd. 


(xii) Other taxes, cesses and rates 
to be specified separately— 



Rs. a. 

P* 

Rs. 

a. 

P- 

Rs. a. 

P- 

Rs. 

a. p. 

Rs. 

a. 

(a) Health tax 

7,17,829 0 

0 

6,06,424 

9 

0 

4 j 9 °j 945 2 

0 

2,98,872 

2 0 

1,49,680 

10 

Total 

7,17,829 0 

0 

6,06,424 

9 

0 

4,90,945 2 

0 

2,98,872 

0 0 

1,49,680 

10 


II. Non-tax revenue— 

(a) Grants from Government :— 


(t) For roads and buildings 

iii) For education . j 

(iii) For Medical and Public j 
Health purposes j 

(tz>) For other purposes J 

5 j° 8 j 57 2 

12 

0 

3.78,565 

1 

0 

*,35,098 

13 

0 

2,42,250 

13 

0 

35,987 

8 

0 

Total 

5, o8 ,572 

12 

0 

3,78,565 

1 

0 

1,35,098 

13 

0 

2,42,250 

13 

0 

35,987 

a 

0 

( b) Fees, fines, etc. 

87,410 

7 

0 

86,274 

9 

0 

37,565 

7 

0 

50,614 

11 

0 

45 

10 

0 

(c) Miscellaneous 

23 ^ 2,073 

I 

0 

2 , 33 . 9*5 

6 

0 

2,81,673 

3 

0 

i ) 5 °j 5 ° i 

5 

0 

58,428 

4 

0 

Grand Total 

36,65,885 

4 

0 

*3,05,179 

9 

0 

9,45,282 

9 

0 

7 ) 42,238 

15 

0 

2 , 44 ) 1 42 

0 

0 

C. — Details of Expenditure 















(i) Administration 

•, 27,494 

12 

0 

53 , 33 * 

8 

0 

3 L 754 


0 

25,681 

15 

0 

10)543 

10 

0 

(ii) “Service” (Water-supply, 

14 , 03,010 

15 

0 

6 , 92,937 

11 

0 

5 . 58,951 

4 

0 

2,57,886 

12 

0 

L j 5 ) 5 6 9 

5 

0 

drainage, conservation light- 
















mgs, etc.) charges. 
















(iii) Medical and Public Health 

i» 39 . 8 i 4 

2 

0 

66,896 

14 

0 

32,386 

6 

0 

23,011 

3 

0 

1 4 , 33 1 

3 

0 

(iv) Roads and Buildings 
















(y) Miscellaneous 

11,08,855 

5 

0 

3 ) 24,473 

12 

0 

2,11,327 

11 

0 

1,65,828 

4 

0 

53 j 9° 2 

14 

0 

Total 

27 . 79.175 

2 

0 

**,37,639 

13 

0 

8,32,42* 

4 

0 

4,72,408 

2 

0 

1,94,347 

0 

0 


Statement showing the Gross Receipt and Working Expenses, etc. of Local Undertakings 

I. Bus Service (Simla Municipal Committee only) 


1 94 8 ‘49 1 949-50 1 95° _ 5 1 195 1 -52 1952-53 


i. Bus Service (Simla Municipal 
Committee only)— 

Rs, a. 

P- 


R.s a. 

P 


Rs. a. 


P- 

Rs. a. 

P. 

Gross receipts 

•• 



60,066 

0 

0 

1,07,405 

0 

0 

95 , 49 ° 

0 

0 

Deduct— ( 1) Working expense 

(2) Interest charges 

(3) Depreciation charges . 




1,24,188 

0 

0 

1,08,728 

0 

0 

1,09,080 

0 

0 

Net receipts . 

Not available 


—64,122 

0 

0 

-L 323 

0 

0 

— 13 , 59 ° 

0 

0 

2. Water-supply— 













Gross receipts . . , 

8,63,595 

0 

0 

9,61,829 

0 

0 

13,18,472 

0 

0 

12,07,948 

0 

0 

Deduct — (1) Working expenses 

12 , 32,955 

0 

0 

* 4 , 01,553 

0 

0 

**,91,265 

0 

0 

17,61,330 

0 

0 

(2) Interest charges 

2,086 

0 

0 

2,423 

0 

0 

2,040 

0 

0 

10,158 

0 

0 

(3) Depreciation charges 

44»376 

0 

0 

20,900 

0 

0 

37>098 

0 

0 

24,441 

0 

0 

Net receipts . * * « 

4 > I 5) 8 22 

0 

0 

“4)63)047 

0 

0 

-88,069 

0 

0 

-5,87)98 

1 

0 

3, Electricity— 













Gross receipts 

28,27,300 

0 

0 

28,83,304 

0 

0 

24,51,322 

0 

0 

23) 98,894 

0 

0 

Deduct —(1) Working expenses 

30,67,677 

0 

0 

37 , 13)439 

0 

0 

29)50,624 

0 

0 

26,92,966 

0 

0 

(2) Interest charges 

( 3 ) Depreciation charges 

* • 









•• 



Net receipts .... 

-2,40,377 

0 

0 

-8)30,135 0 

0 


“ 4 > 99 ) 3 ° 2 

0 

0 

—2,94,072 

0 

0 


o 


Rs, 

a. 

P- 

92 , 79 ! 

0 

0 

110,659 

0 

0 


— 17,868 0 o 


Note 1.—Electricity expenses under the head‘Depreciation Charges’, are not separately available. 

Note 3.—'The account for depreciation charges has not been maintained separately by Municipal Committee. 
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Section II— Replies to Questions 

Question No* 185* 

25. It cannot be said that the present framework of 
local taxation does not stand need of modification. 
Most of the taxes were introduced a long time ago when 
the economic conditions and context were very different. 
The existing structure of local taxation has not been 
consciously evolved ; it presents a picture of patch- 
work. After Independence, in particular, the need for 
careful scrutiny and rationalisation of the system is 
more immediate. On the other hand, habit plays a big 
part in reconciling the tax-payer to his burden, and 
any attempt at rationalising the local tax structure 
must contend with opposition to what it considered as a 
new tax burden. 

26. In place of the present uncontrolled and un¬ 
coordinated system resulting in inequalities of tax 
burdens, we should have a carefully adjusted structure, 
in harmony with the provincial and national systems of 
taxation. The increasing tax burden on trade and indus¬ 
tries in recent times demands a more unified tax 
structure. If a policy of functional re-allocation, coupled 
with system of larger grants-in-aid from the provincial 
revenues, is introduced, more equity, economy and effi¬ 
ciency in local finance may result. 

27. At present there is little correlation between even 
those taxes which are levied both by local authorities 
and the State Governments. In the Punjab, taxes on 
property for instance, are levied by both the State and 
Municipal and Town Committees through separate 
independent agencies, and there is little co-ordination 
even with regard to fixing the annual values of lands 
and buildings. The remedy would be to co-ordinate 
taxation by adopting the same rules and rates, and by 
appointing a single assessment and collection agency. 
Again there is a general tendency on the part of local 
bodies to give in to local pressure in the matter of 
taxation, and thus to forego lucrative sources of revenue. 
The solution may lie in the State Government having 
concurrent powers and jurisdiction in regard to the 
imposition of certain local taxes, which it should 
exercise when a local body fails to do its duty. The 
Punjab Government has recently acquired such powers 
through legislation. The question of setting up a machin¬ 
ery for the assessment and collection of local taxes 
independent of the pressure of vested interests is being 
examined by the Punjab Government. 


Question No. 186* 

28. The inclusion of # the Hearth Tax and Personal 
Town Rate in the State List is suggested, so that Pan- 
chayats and Town Committees may be able to levy 
these. 

As regards the recommendations of the Local 
Finances Enquiry Committee that “Terminal taxes on 
goods or passengers carried by railway, sea or air” 
should be transferred from the Union List to the State 
List, the following comments are offered:—* 

(1) Though local bodies are debarred from tapping 
this source of revenue without the sanction of 
the Union Government, yet in the Punjab even 
long before the partition a similar tax, called 
“Octori without Refunds” was levied. This tax 
can be imposed with the sanction of the State 
Government under item 52 of the State List. 

(2) If it is desired that the Central Government 
should transfer to State Governments powers 
in respect of item 89 of the Union List, this can 
be achieved by their delegating these powers to 
State Governments, without amending the 
Constitution. 

(3) If, however, the Union Government can be 
persuaded to levy terminal taxes on the recom¬ 
mendations of the Stale Governments and to 
assign the proceeds to the States under Article 
269 of the Constitution, the need for transfer 
of this item from the Union List to the State 
List will not arise. 


Question No. 187, 

29. Broadly speaking, the chief considerations deter¬ 
mining the suitability of a particular tax for purposes 
of local taxation are: (a) the tax should be uncertain 
in its incidence, (b) it should not hamper development, 
(c). it should not fall with inequitable weight on the 
poorer classes, (d) the tax-payer should not find it 
inconvenient to comply with tax regulations, (e) its 
administration should be simple and economic, (f) it 
should create a sense of civic responsibility among the 
people, who should feel stimulated as a result of it 
to take greater interest in local conditions, (g) it should 
be related to the peculiar conditions of the area within 
which *t is levied, and (h) it should be such as can be 


brought to the door of every man on whom it is consi¬ 
dered fair to levy. The following taxes appear to be 
suitable for different categories of local bodies : — 

A .—City Corporations : — 

(i) Taxes on immovable property, professions, 
trades and callings projections (within suitable 
limits) on roads and streets, 

(ii) Taxes on taxies, rickshaws, tongas and cards 
plying for hire. 

(iii) Taxes on private bicycles. 

(iv) Taxes on dogs and horses. 

(v) Octroi without refunds. 

(vi) Rents for the semi-permanent or temporary 
occupation of plots of land or portions of 
streets. 

(vii) Fees on fairs, 

(viii) Entrance or ticket fees on places of recreation, 
swimming pools, etc. 

(ix) Toll. 

(x) Water tax and water rate. 

(xi) Conservancy tax. 

fxii) Tax on tourists staying in hotels. 

(xiii) Taxes on cattle-Pounds and slaughter-houses 

(xiv) Taxes on new buildings and additions to 
buildings. 


B. —Municipalities :— 

The same taxes as in the case of City'Corporations 
excepting items (iv), (ix) and (xiii), 

C. — Local Boards, i,e. f District Boards: — 

(i) Local rate. 

(ii) Profession taxes. 

(iii) Fees on fairs. 

(iv) Taxes on private bicycles. 

(v) Taxes on rickshaws and tongas plying for hire. 

(vi) Sanitation and water taxes from villages to 
which such amenities are extended. 

(vii) Taxes on cattle-pounds, and miscellaneous fees. 

D. —Village Panchayats :— 

(i) Hearth tax. 

(ii) Personal tax. 

(iii) Property Tax. 

(iv) Local rate. 

Question No. 188. 

30. The defects of the present frame work are brought 
out at paragraphs 31 to 38. 

Question No. 189. 

31. Municipalities are not permitted to levy taxes on 
motor vehicles which are taxed by the State Govern¬ 
ment. 

Question No, 190. 

32. In the interests of uniformity of assessment and 
collection rules, a single machinery should be devised to 
levy property tax, and its proceeds divided bv local 
bodies and the State Government. 

Question No. 191. 

33. The procedure for the levy of taxes need not 
unnecessarily be long or dilatory. There are, however, 
occasions when it does take time to put through, but 
this is due to legal complications in the form of suits 
brought against particular proposals, or where deter¬ 
mination and will on the part of the Local Body to 
impose the tax is lacking. 

Question No. 192. 

34. The devolution of functions and powers is not 
scientifically diversified. Different levels of development 
have been attained by different local bodies even within 
the same category and taxes suitable for one become 
unsuitable for others. In spite of this a general rule 
of the thumb operates in the matter of the levy of 
taxes. This is particularly true of profession taxes’and 
local cesses, the two most important local taxes. 
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Question No. 193(A), 

35. The initiative to decide whether or not a tax 
has to be levied as also the power to decide about the 
rate of tax, vests in most States entirely in local bodies. 
The State Governments should also have powers con¬ 
currently as there is tendency on the part of members 
of local bodies to win the good opinion of their electo¬ 
rate by avoiding taxation. This has been done in the 
Punjab (see para 38). 

As regards the collection of taxes, almost every 
local body has long lists of arrears. Three methods are 
suggested for improving matters in this regard : — 

(1) The taxes should be increased by say 10 
per cent., and rebates allowed of equal amount 
to those who make payment within the pres¬ 
cribed time, 

(2) Provision should be made for summary disposal 
of cases of default by competent authority, 

(3) Machinery should be devised for inspection of 
premises of persons who are suspected of evad¬ 
ing taxation or licensing. 


Question No. 193(B). 

36. Part (i), There is a minimum rate prescribed in 
the case local cesses. This rate is one anna per rupee 
of annual land value. Similarly, in the schedules which 
govern the levy of profession taxes and octroi, a mini¬ 
mum rate is prescribed. 

Part (ii). Maximum rates of levy exist in respect of 
some taxes like profession taxes, land cesses, octroi, 
house taxes, etc. 

Part (in). The assessing agency is everywhere a part 
of local bodies, which exist on popular suffrage. 

Part (it>), There is no provision which could enforce 
maintenance of any standard in assessment and collec¬ 
tion of taxes. 

Question No. 193(C). 

37. No comments. 


Question No. 194. 

38. Recently the State Government have acquired 
powers to impose new local taxes or to modify the rates 
of existing ones if they are dissatisfied with the level 
of taxation in any local area. This gives them con¬ 
current and even over-riding powers in regard to local 
taxation. Since these powers have been acquired re¬ 
cently, it is not possible to comment on the results. It 
is, however, hoped that these will go along way towards 
stabilizing local finance. 


Question No. 195, 

39. In the Punjab local taxes do not generally overlap 
State or Central taxes except in the case of the tax on 
urban property, which is levied by Municipal Com¬ 
mittees under section 61 of the Punjab Municipal Act, 
1911, and by the State Government under the Punjab 
Urban Immovable Property Act, 1941, The machinery 
for the assessment and collection of both the taxes 
is separate and distinct. Lack of co-ordination between 
the two results in wasteful expenditure and divergent 
assessments with consequent inconvenience to the 
tax-payer. The appointment of a single joint agency 
for the administration of the taxes would be highly 
useful. Local bodies have comparatively more intimate 
knowledge of local conditions, and their co-operation 
would help increase the yield, while the association of 
the State Government would ensure impartiality and 
efficiency. The revenue from the tax can be divided 
between the State Government and local bodies accord¬ 
ing to a carefully-worked out formula. But the creation 
of such a machinery would require special legislation 
and an amendment of the Acts which govern the two 
taxes. 


Question No. 196. 

40. An important defect in the structure of local taxa¬ 
tion is the multiplicity of taxes and fees, which, es¬ 
pecially in the case of smaller Municipalities, do not 
yield sufficient revenue to cover even the cost of collec¬ 
tion. Only such taxes and fees as yield substantial 
revenue, and are difficult to evade, should be imposed. 
Thus it is useless to levy a license fee or tax on vehicles 
and trades when the yield cannot be large. The method 
of assessment should also be quick and definite. Where 
it is based on capital values and prices, as is the case 
with property taxes and octroi, it tends to become 
arbitrary, and to offer scope for evasion and abuse. 


Question No. 191. 

41. Tax revenue forms the bulk of income of Muni¬ 
cipalities and Town Committees. It amounted to about 
60 per cent of their total revenue in 1951-52. This 
was also true of previous years. Of the tax revenue, 
Octroi provides the largest income, followed by the 
General Property Tax. These two between them account 
for 87 per cent, of the total tax revenue in 1951-52. The 
least remunerative tax was the servant tax which 
brought in only Rs. 225 in that year. Non-tax revenue 
is a minor item of income in the case of Municipalities 
and Town Committees. On the average it works out to 
about 7 per cent, of their tax revenue. Government 
grants, too, form only a small percentage of their total 
revenues. In 1951-52 it was below 5 per cent. 

In the case of District Boards, however, the position 
is quite different. The tax and the non-tax revenue are 
almost equal, while Government grants constitute over 
40 per cent, of total revenues. 

In the case of Panchayats the non-tax revenue is 
about 2/3 of the total revenue, while tax revenue and 
Government grants are almost equal. 

Question No. 198. 

42. The reply to the first part is in the affirmative. 

Grants-in-aid should be given according to some plan 
or principle which should take cognizance of the needs 
of Municipalities as also of the efforts made by them 
to tap their own potential sources of revenue. 

Question No. 199. 

43. Part ( i). Delegation of wider powers of taxation to 
local bodies would not help much in improving their re¬ 
sources. On account of pressure of local opinion to 
which they are susceptible, no new taxes will generally 
be imposed. 

Part (ii). The assignment of some proportion of State 
taxes to local bodies will, generally, not be helpful 
except in cases where a tax is jointly levied, or where 
a tax is levied by the State Government but on which 
local bodies too have claim. If Government concedes 
the principle of sharing some of its taxes with local 
bodies that are in need of help, there would be pressure 
from many other bodies for similar treatment. 

Part (in). The best form of help to local bodies 
appears to be the award of grants-in-aid after proper 
appraisal of their financial position, resources and 
responsibilities. 

Question No, 200* 

43-A. The taxation of property by the Union Govern¬ 
ment, the State Government and the local bodies does 
involve multiple taxation of the same source of income. 
Under present conditions of financial stringency, how¬ 
ever, such taxation appears to be an unescapable 
economic necessity. It is necessary, however, that some 
formula for correlating these different taxes should be 
evolved. 

Annual rental value should be adopted as the basis 
of assesment generally. In some cases capital value will 
be of advantage and may be used generally as a check¬ 
up. 

Question No. 201. 

44. A reply to the first part of the question has been 
given at paragraph 43. 

The first half of the recommendation of the Local 
Finance Enquiry Committee, quoted in the question, is 
sound in principle, and is acceptable subject to the reply 
to question 200. 

With regard to the second part of the Finance En¬ 
quiry Committee’s recommendation, it may be observed 
that it is always better to have a uniform procedure. 
It is not desirable to rule out assessment on capital 
value altogether (see Question 200). 

Question No. 202. 

45. The Punjab is in need of increasing its revenues, 
not only because of the problems created by the recent 
displacement of populations, but also on account of the 
urgent need for undertaking development schemes. The 
revenue derived from the tax amounts to about 
Rs. 40,00,000 per annum, and the State cannot afford to 
give it up. Government, therefore, does not agree with 
the view of the Local Finance Enquiry Committee that 
property tax should generally be left to be exploited 
by local bodies, and that State Governments should be 
free to levy it only when a local body fails to do so or 
when a local body refuses to increase its rates when 
such increase is indicated. 
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It has already been pointed out in reply to other 
questions on property tax that some kind of co-ordi¬ 
nation is necessary in the matter of assesment and 
collection of the tax. 

The Punjab has an experience of over 12 years of 
administration of the Urban Immovable Property Tax 
Act, and the pattern, involved by the State with regard 
to exemption rates, the mode of assessment, and the 
procedure of collection, appears quite sound. 

Question No. 203, 

46. The following basic principles are suggested in 
regard to the General Property Tax : — 

(1) The basis of taxation should ordinarily be the 
annual rental value. 

(2) The rate of taxation should be uniform in 
view of the inherent difficulties in attempting 
classifications of property. 

(3) Efficient machinery for assessment and collec¬ 
tion should be created. 

It would be desirable to exempt properties with 
annual rental values below a specified level, as also 
those devoted to religious, educational and philanthro¬ 
pic purposes. In the case of owner-occupiers, estimates 
of rental value would have to be made by the local 
bodies. 

When the property assessed to tax has remained un¬ 
occupied, remission should be allowed. Such remissions 
would take the form of refunds, as taxes have to paid 
in advance, as a rule. 

It is doubtful if grant of exemption from property 
tax to new buildings will provide substantial incentive 
to construction activity, which is motivated generally 
by the expectations of rent and the availability of 
funds. Considerations of equity also demand that new 
buildings should be taxed like other buildings. 

Question No. 204* 

47, The application of the principle of progression to 
local property tax would not be feasible on grounds 
of administration. If it is correlated with the rental 
value, one would have to reckon with the difficulty 
created by the Kent Control Act, which would make it 
impossible to evolve gradation scale of rents Besides, a 
large building, which should ordinarily be taxed at a 
high rate under a graduated system, might be let out in 
parts, none of which may admit of the application of 
the principle of progression, as desired. Under the 
circumstances, it appears necessary to allow the system 
of taxation on a uniform scale to continue. 


Question No. 205. 

48. Urban Local Bodies—City Corporations, Municipal 
Committees, Town Committees, and Notified Area Com¬ 
mittees—should have the power to levy property tax. 
It has already been suggested that in the interests of 
co-ordination and efficiency assessment and collection 
of the tax should be entrusted to co-drdinated super¬ 
vision of the State Government and the local bodies. 
Such a body would be able to exercise the desired check 
over the abuse of powers by any one. As an alternative, 
the State Government should have the right to interfere 
if a particular local body either does not levy the tax, 
when such levy is indicated, or does not increase the 
rates when such increase becomes necessary. The Pun¬ 
jab Government has acquired this right. 

Question No. 206. 

48-A. The administrative machinery for the assess¬ 
ment and collection of property tax is not very effective. 
Suggestions for its improvement have already been 
made in replies to other questions. 

Question No. 207. 

49. A service tax should, as a rule be self-sufficient. 
The expenses incurred in connection with the services 
provided should be met mostly by the levy of these 
taxes. 

The properties of the State Government should be 
exempt from local taxation as it gives block and ad hoc 
grants to local bodies to supplement their revenues. The 
properties of the Union Government may continue to 
enjoy exemption from local taxation, as provided in 
Article 295 of the Constitution, but it should give effect 
to the recommendations of the Local Finance Enquiry 
Committee on the point on which it says “the Union 
Government should adopt the practice of Governments 
in other countries and make a contribution to local 
bodies in lieu of such taxes”. 


Question No. 208* 

50. The land cess levied in the Punjab i$ a satis¬ 
factory tax, judged by the criteria of certainty of inci¬ 
dence, convenience of payment, and adequate yield, 
though in the absence of a graduated scale it tends to 
be regressive. If it could be graduated, it would meet 
the ends of equity better ; but on account of difficulties 
of administration, graduation is not contemplated at 
this stage. It is levied and collected by the Land 
Revenue Department together with the land revenue* 
and handed over to the District Boards. 


Replies on other points in the question are given 
below :— 

Cl) The statutory minimum rate of the cess is one 
anna per rupee of the annual value of the land, 
The Maximum is four annas per rupee of the 
annual value. Annual value is double the land 
revenue. No share of local rates is paid to vil¬ 
lage panchayats, though 10 per cent, of the land 
revenue is given to them annually. 

(2) The local rate is a general cess, and is not ear¬ 
marked for any specific purposes. 

(3) Remissions and suspensions of land revenue do 
not automatically affect the local rate. The cess 
is levied at the rate of one anna per rupee of 
the annual value of land. “Annual Value” as 
defined in the Punjab District Boards Act, 1883, 
means double the land revenue assessed on 
any land, whether the land revenue is collected 
or not. As such remissions or suspensions of 
land revenue do not necessarily affect land 
cesses, 

(4) Not relevant to the Punjab. 


Question No. 209, 

51. There is no terminal tax, as such, in the Punjab. 
Its variant “Octori Without Refunds” has been intro¬ 
duced almost everywhere with the exception of Simla 
where octroi with refunds continues to be enforced. If 
octroi without refunds is levied with reference to weight 
only and there is no item in the schedule for ad valorem 
levy, it approaches near the terminal tax. 

With regard to whether octroi or terminal tax is 
preferable, the results achieved would be substantially 
the same. In any event, if a system of terminal tax was 
introduced, it would be necessary to provide for transit 
passes for goods merely proceeding through a particular 
area. 


Question No. 210. 

52. Whatever the merits of octroi and terminal taxes 
on grounds of pure theory, these have to continue on 
account of the small resources of local finance. The 
terminal tax, or “Octori Without Refunds”, is prefera¬ 
ble to simple octroi; and effort should be made to intro¬ 
duce it wherever the ordinary system of octroi operates. 

A surcharge on sales tax, which may be credited to 
the local bodies* account, would not be acceptable to 
the public at the present stage of civic consciousness. 


Question No, 211. 

53 . No special modifications in the prevailing form of 
terminal tax., ie., octroi without refunds, are suggested 
except that the schedule of rates should have an elasti¬ 
city to make it adaptable to changing conditions. 


Question No. 212. 

54 . For purposes of “bonding” goods, a municipal 
godown should be provided, and rent charge for the 
period for which the goods remain in the godown. 
Rates prescribed for similar purpose by the railways 
can be adopted by local bodies. Bonded consignments 
should not be released, as a rule, in parts, and consign¬ 
ments not released within a month should be auctioned 
at the risk of owners. 


Question No. 213. 

55. The basis of assessment of octroi should be value 
and not weight, though the -results of both are practi¬ 
cally the same. 

Procedural delays and difficulties in the collection of 
the tax can be mitigated by : (a) the prescription of a 
uniform schedule of rates, (b) improvement in the 
calibre of staff, and (c) provision of ware-houses or 
other facilities for storing goods in transit. 
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Question No, 214, 

56. The nationalisation of motor transport would 
make the operation of the terminal tax system simpler 
and more effective. Assessment with reference to 
weights recorded on way bills can smplify and expedite 
assessment. 

Question No. 215, 

57 . It is not possible to establish any definite correla¬ 
tion between octroi or terminal tax on the one hand, 
and sales tax, excises, and customs, on the other. It is, 
however, held by economic theory that octroi is an 
indefensible form of tax. It should, therefore, be the 
effort of Government to do away with it as soon as 
possible. Under the present conditions of financial 
stringency and inadequate resources, however, it does 
not look as if this is practicable in the near future. 

Question No. 216. 

58. The Punjab Government have already utilised 
entry No. 56 of the State List by enacting the Punjab 
Passengers and Goods Tax Act. 1952. Which levies a 
tax on passengers in addition to goods carried by road. 
The Government of India are working on a scheme 
which will put all vehicular traffic under a single con¬ 
solidated tax. When that happens the present Act may 
have to be repealed. 

It has been recommended by the Local Finance En¬ 
quiry Committee that taxes on goods and passengers 
carried by road should be levied by the State Govern¬ 
ment, but the proceeds should be made over to local 
bodies. This recoinmendation needs careful study and 
cannot be accepted without finding adequate adjust¬ 
ments. 

Question No. 217. 

59. The influx of pilgrims involves considerable 
strain on the amenities provided by local bodies. It 
would be desirable for such local bodies, as have places 
of pilgrimage within their jurisdiction, to levy a special 
cess to make up for the loss incurred on account of 
pilgrim traffic. 

It may not be possible to devise a suitable and 
economically justifiable form of taxation that would 
cover the floating population of bigger cities. 

Question No. 218. 

60. It cannot be denied that the poll tax is a re¬ 
gressive tax. But as its incidence is small and bear¬ 
able. It could provide a good source of income to local 
bodies in search of funds. However, in view of the 
large floating population which is found in the bigger 
towns, there would be administrative difficulties in its 
levy in such towns. In case of small towns and village 
panchayats, it can be levied usefully either at a uni¬ 
form rate per head or according to circumstances. 

The tax is not levied at present in the Punjab. 

Question No. 219. 

61. Part (a) Suggestions have already been given in 
replies to questions relevant to taxation of motor 
vehicles, which may be referred to. A suitable tax 
should be levied in respect of animals slaughtered. This 
would yield sufficient revenue to municipalities, which 
have licensed slaughter houses, and where evasion of 
the tax would not be possible. 

(b) The income from toll taxes is a minor item in 
local revenues in the Punjab, though it brings in sub¬ 
stantial amounts, next only to land cesses, in many 
Other States. Judging by the impressive yield, from it 
in Madras Presidency, the scope for its introduction 
in other States on a larger scale appears promising. In 
most States where it is of minor importance, no speci¬ 
fic basis for its levy has been worked out, and it is 
generally imposed for the maintenance and construc¬ 
tion of roads. But, then, there is no definite relation¬ 
ship between the cost of construction and maintenance 
of roads and the income from the tolls. 

The general system of auctioning out the collection of 
tolls to private agencies is most undesirable and should 
be given up. It should be collected by the District 
Boards themselves. 

While tolls can usefully supplement the income of 
local bodies, care should be taken to ensure that they 
do not degenerate into some form of octroi duty or 
terminal tax, for that would damp the initiative of 
villagers, who should, in fact, be encouraged to go to 
mandies for the sale of their commodities. 

Question No. 220* 

62. The rocommendation of the Local Finance En¬ 
quiry Committee regarding the raising of the limit of 
Rs. 250 placed on profession tax to Rs. 1,000 is justifi¬ 


able in the light of study of income structures of persons 
in some of the liberal professions. Since only the upper 
limit is being pushed up, it will not involve any undue 
hardship. Incomes from certain professions in big cities 
are soaring through the sheer expansion of these cities, 
and as such have an element of unearned increment. 
The existing limit of Rs. 250 is inadequate to tax the 
huge unearned increments which are expected to accrue 
as a result of further development and expansion 
schemes. 

The wider exploitation of profession tax _ by local 
bodies is recommended subject to the condition that 
the search for revenue should not create a regressive 
outlook when levied by rural bodies, and the exemp¬ 
tion limit under the tax should be sufficiently high to 
prevent undue hardship to lower income groups. 

The State Government should not lay their hand on 
this tax for their revenues. The yield of the tax in 
1951-52 in the Punjab was Rs. 14,319 in Municipal and 
Small Town Committee areas, and Rs. 11,84,109 in 
District Boards, It would be seen that it is a rich source 
of revenue for the District Boards ; but in the absence 
of any detailed study, it is not possible to say whether 
the levy in rural areas is not having a discouraging 
effect on the professions. District Boards, which in the 
absence of alternative source of revenue have leaned 
heavily on this tax, should be induced to review the 
position ; and Municipalities and Town Committees, 
which have failed to make adequate use of it should 
be required to enforce it with more intelligence and 
determination. 

The tax should be levied at a low flat rate on persons 
in the lower income groups. On other economic groups, 
it should be levied on a graduated scale, and related to 
income. Care should, however, be taken to see that it 
does not lead to unhealthy discrimination between 
various professions. The fundamental principles govern¬ 
ing incidence, assessment, and collection of income-tax 
should apply to the profession tax also. 

Question No. 221. 

63. The theatre tax is not levied in the Punjab. Its 
levy is recommended for general adoption. 

Question No. 222. 

64. Betterment taxes should be levied by all local 
bodies which launch building and town planning 
schemes. The Town Improvement Trusts in the Punjab 
have power to levy Betterment Contribution under Sec¬ 
tion 50 of the Punjab Improvement (Amendment) Act, 
1952. Under the provisions of the Act, an Improvement 
Trust is entitled to recover from the owner of property 
within its jurisdiction annual betterment contribution 
at rates not exceeding 10 per cent, of the accretion of 
value. 

Question No. 223. 

65. No comments. 

Question No. 224, 

66 . The State Government should draw up a model 
framework of taxation by outlining the various taxes to 
be levied and the procedure of assessment and collection 
to be adopted by different categories (f local bodies. 
It is psychologically difficult for local bodies to utilise 
their tax resources to the full as they do not wish to 
incur unpopularity by levying new taxes or increasing 
the rates of existing ones. They cannot afford to alie¬ 
nate the goodwill of their electorate. 

The State Government should take steps to enforce 
the model schedule of tax drawn up for each category 
of local bodies. Where a local body does not fulfil its 
obligations satisfactorily in this regard, the State 
Government should assume authority over its affairs. 
In the Punjab, the State Government has already ac¬ 
quired powers to take steps when necessary. 

Question No. 225. 

67. No comments. 

Question No, 226. 

68 . Not relevant to Punjab. 

Question No. 227. 

69. No comments. 

Question No. 228. 

70. The provision for manual labour to be contributed 
as an additional tax or in payment or part payment 
of an existing one, would lead to uncertainty, inade¬ 
quacy of resources, and administrative difficulties. It is, 
therefore, not possible to recommend its adoption, ex¬ 
cept for special schemes involving appreciable develop¬ 
ment in a particular area. 
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General Note on Land Revenue 


Section I 

Changing significance of land revenue as in item in the 
total receipts 

1 . Land Revenue in the Punjab is based on fixed 
assessment, that varies from one assessment circle to 


another, and is normally revised after every 40 years. 
An idea of its importance in the total revenue receipts 
of the State since the partition may be had from the 
table given below : — 


(Rupees in thousands) 




Year 



Net land 
revenue 
receipts 

Total tax 
receipts 

Percentage 
Of 2 to 3 

Total Percentage 
revenue of 2 to 5 



1 



2 

3 

4 

5 

6 

1947-48 



. . * 

. 

79,37 

2 , 62,78 

30-2 

7,55,49 

10*5 

1948-49 

. 




*, 36,73 

5 , 72,17 

23’9 

■ 8 , 09,95 

7’5 

1949-50 





1 , 76,42 

7 , 70 , 1 a 

22 ' 9 

16 , 94,57 

10 * 4 

1950-51 





1 , 84,04 

8 , 90,37 

20 ' 7 

■ 6 , 86,53 

10*9 

1951-52 





1 , 98,35 

9 , 83,58 

20' I 

18 , 21,81 

io *8 

1952-53 

. 




2 , 01,85 

9 , 60,22 

21*0 

18 , 56,10 

10 * 8 

1953-54 





2 , 32,28 

10 , 35,27 

22 ’ 4 

19,73*91 

11*7 

Notes, (i) The figures of receipt include receipts for consolidation fees, miscellaneous receipts under land revenue, 
(2) Figures for the period prior to partition are not available. 

etc. 

2. It will be seen that the percentage contribution of 
land revenue to the total tax receipts has been on the 
decline. This is as it should be, for while the land revenue 
receipts cannot vary much, the other tax ^receipts 
increase with the imposition of new taxes. It is, how¬ 
ever, interesting to note that the proportion of land 
revenue receipts to the total revenue has remained 
fairly constant during the post-partition period. 

3 . There have been no fresh settlements in recent 
years, and the demand of fixed land revenue has, there¬ 
fore, remained stationary, The increase in receipts in 
1952-53, and 1953-54 is due to the realisation of consoli¬ 
dation fees from the right-holders in tahsils which are 
under the Consolidation of Holdings operations. 





Land Revenue 

—*Ordinary 








1947-48 

1948-49 

1949-50 

I 95°'5 I 

■ 951-52 

1952-53, 

Revised 

1953-54, 

Budget 




Rs. 

77»9*.7 l6 

Rs 

Rs. 

Rs 

Rs. 

Rs. 

Rs. 

Net fixed 



1 . 38 , 32.319 

L75>5 °> l66 

1 , 72 , 83,108 

■, 59 , 14,671 

1 *55,95,44° 

1 , 69 , 95,480 

Net Fluctuating 



54.257 

3,22,457 

4 , 30,048 

3 , 30,816 

3 , 37.895 

3 , 19,060 

2 , 89,180 

Service Commutations 



73,055 

L5L492 

2 , 12,032 

1 , 64,420 

1 , 93,604 

1 , 92,860 

1 ,9°, 34° 


Total 


79 , 19,028 

1 , 43 , 06,268 

1 , 81 , 92,246 

1 , 77 , 80,340 

1 , 64 , 46,170 

1 , 61 , 07,360 

1,74,75,°°° 


Break-up of Land Revenue according to uses of Land, 
Types of demand tenures, and Crops Grown 

4 . Till recently, land for agricultural and non-agri- 
cultural purposes was not assessed separately, as no 
distinction was made in assessment with regard to the 
different uses to which it was put. In 1952, the Punjab 
Land Revenue Act of 1887 was amended, and a pro¬ 
vision made for revising assessment in the case of land 
used for non-agricultural purposes. Since the new pro¬ 
vision has come into force only recently a break-up of 
land revenue receipts according to uses of land is not 
available. 

5 . A riverain small area is under fluctuating assess¬ 
ment. The amount of fluctuating assessment compared 
to total receipts, is not significant. 

Land revenue in the Punjab is not classified accord¬ 
ing to different types of tenures, tenancies and crops. 


6 . The old settlements have not been revised so far, 
and the fixed land revenue demand has remained con¬ 
stant. The question of variations in assessment in rela¬ 
tion to the last settlement is not relevant in the circum¬ 
stances. 


Recent history of land reforms, and assessment of effects 
of these of land revenue 

7, In March, 1949, Government appointed a Land 
Reforms Committee to examine tenancy legislation in 
force in the State, and to suggest modifications and 
changes in tenancy laws so as to make _ these pro¬ 
gressive and modern. On the recommendations of the 
Committee the following Reforms were introduced: — 

(1) Full proprietary rights were given to Occupancy 
Tenants on payment of compensation to the 
landlords whose rights were extinguished. This 
was achieved by the enactment of the Punjab 
Occupancy Tenants (Vesting of Proprietary 
Rights) Act of 1953. 

(2) The rights of superior proprietors were abolish¬ 
ed by the Punjab Abolition of Alamalikiyat and 
Talukadari Rights Act, and full proprietary 
rights were conferred on inferior proprietors in 
the land held by them on payment of compen¬ 
sation to the superior owners. 

( 3 ) To provide security of tenures, the Punjab 
Security of Land Tenure Act, 1953, was enacted. 
Its main features are as follows : — 

(a) Land-owners holding more than 30 stan¬ 
dard acres are allowed to reserve 30 
standard acres for self-cultivation. 
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(b) Tenants on all land exceeding the maxi¬ 
mum limit of 30 acres, allowed for self- 
cultivation, are granted security of tenure 
for 10 years. 

(c) The maximum rent payable by a tenant 
for any land held by him is not to exceed 
one-third of the crop raised by him or its 
money value. 

(d) Tenants of landlords, owning more than 
30 standard acres, have been given rights 
of pre-emption on land which the landlords 
may sell. Where a tenant has been in occu¬ 
pation for a period of 12 years or more, he 
has a prior right of purchase. 

Government are considering proposals for vesting 
proprietary rights in Occupancy Tenants in Shamlat 
(Common) lands, and for the abolition of Jagirs. 

The land Reforms discussed above have not effected 
the land revenue demand in any way. 

Main features of the Land Revenue Code 

8 . The Land Revenue Code obtaining in the Punjab 
is governed mainly by two important Acts, namely, the 
Punjab Land Revenue Act of 1887, and the Punjab 
Tenancy Act of 1887. 

9. The Punjab Land Revenue Act deals with the 
preparation and maintenance of the record of rights 
in land, the assessment and collection of land revenue, 
and other cognate matters. The record of rights is, 
prepared for each estate. It contains statements showing 
the persons who are owners, tenants, and assignees of 
land revenue, and gives the nature and extent of their 
interest and liabilities in land. To keep the record up-to- 
date, an amended copy of it is prepared every four 
years, and all acquisitions by inheritence, purchase, 
mortgage, etc., as also other changes affected during 
the period, are incorporated in it. The assessment and 
collection of land revenue have been dealt with in detail 
in the next section, and need not be repeated here. 
Recovery of arrears of land revenue is another impor¬ 
tant feature with which the Act deals. A defaulter may 
be arrested and detained under certain circumstances. 
His movable property, unharvested and ungathered 
crops, and holdings in respect of which arrears are due 
may be attached and sold. 

10 . The Punjab Tenancy Act, 1887, deals the tenancy 
rights of occupancy tenants and tenants-at-will. It also 
lays down the procedure for the filing of rent suits, and 
for the ejecting of tenants. 

Main principles and practices underlying the system of 
settlement and resettlement of land 

11. All lands in the Punjab, barring village and town 
sites of ancient standing are subject to assessment of 
land revenue. Except the fluctuating demand, land re¬ 
venue is levied at a uniform rate on all lands of the 
same type within the estate or groups of estates. The 
unit of assessment is the assessment circle. 

12. Land revenue is assessed on the basis of net 
produce. The net produce is defined as “The estimated 
average annual surplus produce of an estate or group 
of estates after deduction of the ordinary expenses of 
cultivation”. It is calculated on the basis of the land¬ 
lords’ rents and not on that of the owner-cultivators’ 
produce. The assessment is made with reference to the 
estimated money value of the net produce. The amount 
of land revenue cannot exceed one-fourth of the net 
produce. Since half the cultivated area in the State is 
held by tenants-at-will, most of whom pay a share of 
the produce as rent, the net assets are calculated on 
the basis of these rents in kind. The estimates of pro¬ 
duction are made with reference to the following 
factors:— 

(a) Matured area under each crop, 

(b) Yield. 

(c) Average price. 

(d) Share of each crop taken by the landlord. 

(e) Expenses normally incurred by the landlord in 
connection with his rent. 

Figures for the area matured are taken from the 
revenue records of each assessment circle in respect of 
the years considered as representing normal conditions. 
The estimates of yield are based on the Settlement 
Officer’s local observations and enquiries, and are 
checked against the results of crop cutting experiments. 
The prices adopted are the average prices—the aver¬ 
age of the prices obtaining over a sufficiently long 
period of normal conditions in the past. The actual 
share of the gross produce received by the landlord is 
ascertained from the revenue records. It usually varies 


from a quarter to a half, depending on irrigation facili¬ 
ties and local usage. Deductions are allowed to cover 
the expenses normally incurred by the landlord in ob¬ 
taining his share of the produce. 

After working out the net produce, a proportion of 
it, not exceeding 25 per cent is fixed as the land 
revenue demand. This demand is distributed over all 
the villages within the assessment circle. The distribu¬ 
tion is related to the soil rates obtaining within the 
circle. The land revenue demand for each village is 
distributed over its holdings. This is done in consulta¬ 
tion with the owners. The over-riding stipulation govern¬ 
ing every new settlement is that the last assessment 
demand cannot be raised by more than a quarter for 
the assessment circle as a whole, except in case of newly 
irrigated land, or that which has not been assessed 
before. 

13* The term of a settlement is normally fixed at 
40 years for all lands except the newly canal-irrigated 
areas. Resettlements are normally carried out after 
the expiry of this term though for various reasons are 
overdue in several districts of the State. 

14. All land-owners in the State are jointly and 
severally responsible for the payment of land revenue 
which is a first charge upon the rents, profits, and 
produce of the land. 

Present position in regard to resettlement 

15. Resettlement in all the districts, excepting Amrit¬ 
sar and Gurgaon, is over-due. On account of the prob¬ 
lems created by partition, it has not been possible to 
undertake resettlement operations. Besides, consolida¬ 
tion work is in progress in all the districts, and it is not 
considered appropriate to undertake resettlement until 
that work is completed. The consolidation operations 
are expected to be finished by 1958; and it has been 
decided to postpone resettlement work till then. The 
entire trained staff that could be put on resettlement 
work is at present engaged on consolidation operations ; 
and this too necessitates the postponement of resettle¬ 
ment for the time being. 

16. Some states and enclaves have been merged in 
the Punjab in recent years. There is a proposal to apply 
to these areas, the assessment rates obtaining in the 
neighbouring tracts. 

17. No special problems have been created by the 
postponement of resettlement operations ; nor are there 
any transitional problems. The land revenue rates, fixed 
at the last settlement continue to operate. The new 
settlement would raise the old revenue rates ; and 
judged by this consideration Government is losing some 
revenue. But the consolidation of holdings now under 
way, is expected to pave way towards an easier and 
quicker resettlement, and as such the loss of revenue 
suffered by the State on account of the postponement 
of resettlement may be partly made good. 

Position in regard to payment of compensation on aboli¬ 
tion of Zamindari 

18. There are few big landlords in the State, and the 
type of Zamindari System obtaining in States like U.P. 
and Bihar is unknown here. The question of fixing a 
ceiling in regard to ownership of land has, therefore, 
not been considered. The State Government have, how¬ 
ever, decided to abolish Jagirs, and the bill awaits the 
President’s assent. The proposal, when it matures, will 
result in a saving of about a 10 to 13 lacs rupees, 
annually. 

Co-operative farming 

19. Co-operative Farming is still in its infancy in the 
State. The following table shows the position of Co¬ 
operative Farming Societies. 


Year 

Number 

Member¬ 

ship 

Working 

Capital 

Area co¬ 
vered 

" 95 0 - 5 " 

21 

376 

Rs. 

4 . 93,508 

Acres 

5 , 7 ° 5 

1951-53 

40 

614 

"0,08,979 

12,670 

Targets for 1952-53 

74 

1,077 

" 3 , 57,977 

18,822 

Targets for 1953-54 

112 

1,966 

16,76,297 

29,070 

Targets for 1954-55 

*47 

2,915 

30 , 98,757 

37 , 4*9 

Targets for 1955-56 

198 

4,421 

47 , 67,748 

49,025 


Government have under consideration the amendment 
of the existing legislation on co-operation with a view 
to encouraging the extension of co-operative farming. 
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Alienation of Land Revenue 

20. The statement given below shows the extent of 
alienation of land revenue in respect of Jagirs and 
“ Muafies 

Jagirs and Muafies Estimated pay¬ 

ments 

Military Jagirs ...... about 5 lacs 

Jagirs for charitable purposes and religious insti- about 3 lacs 
tutions. 

Other Jagirs ...... about 13 lacs. 


y Total . about 21 lacs 


System of suspensions and remissions of Land Revenue 

21. The land revenue demand is suspended, and even 
remitted in part or wholly, when crops are affected by 
“ ordinary ” and “extraordinary” calamities. The former 
include drought and inclement rainfall, and the latter 
cover severe hail-storms, floods, and locust invasions. 
In the case of ordinary calamities, recovery of the re¬ 
venue demand is suspended in whole or in part until 
a later harvest ; and in the case of extraordinary cala¬ 
mities the demand is usually remitted partly or wholly. 
Special rules on suspension and remission are framed 
for each district at the time of settlement. 

The recovery of the suspended revenue is affected in 
such manner as not to impose too heavy a burden on 
the assessee. When the revenue under suspension can'* 
not be recoverd for 3 successive harvests, it is general¬ 
ly remitted. Suspensions are, however, not popular 
as they add to the burden of revenue demand in later 
harvests. 

In the case of extraordinary calamities, the amount 
of land revenue due on the affected area is calculated, 
and if it amounts to less than one fourth of the total 
amount due on the whole holding, no remission is given, 
This rule works a little harshly in the case of larger 
holdings. 


The following statement shows the amount suspended 
and remitted since 1947 : — 




Year 


Suspended 

Remitted 

1947-48 



. 

Rs. 

Rs, 

6,403 

1948-49 



* 

• *.76,755 

7,255 

1949 - 5 ° 



* 

. 3.33.406 

54,079 

1950 - 5 * 


* - ‘ 

* 

3.39* 

70,552 

1951-52 




. 6,46,364 

i9>55 6 


The effect of remission on land revenue is negligible. 


Cesses levied 

22 . There are two kinds of cesses levied in the 
State—the Village Officers’ Cess (Panchotra of Lambar- 
dars) and Local Hate. 

The Village^ Officers’ Cess is 5 per cent, of the land 
revenue, and is payable to the Lambardar as remunera¬ 
tion for the collection of revenue. It is levied in addi¬ 
tion to the land revenue. 

The Local Rate is levied to the maximum of 50 
per cent, of the land revenue in most districts. The 
entire amount raised through this cess goes to the 
District Board. 

Assessment of Land used of non-agricultural purposes. 

23. It has already been mentioned that till 1952 there 
was no system of separately assessing land revenue 
demand in case of land used for non-agricultural pur¬ 
poses. All lands were assessed at a uniform rate irres¬ 
pective of the use to which they were put. In 1952 the 
Land Revenue Act of 1887 was amended, and a pro¬ 
vision made in it for separate assessment of land used 
for non-agricultural purposes. 

Details of receipts with reference to different uses of 
land are not yet available, and, therefore, no comment 
can be made about the quantitative significance of the 
revenue demand in respect of non-agricultural uses. 

and Revenue Administration. 

24. There are 13 districts in the State, each in the 
charge of a Deputy Commissioner or Collector, who is 
responsible for the collection of land revenue in it. 
The districts are grouped into two Divisions, which till 
recently were controlled by a Commissioner each. In the 
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beginning of the current financial year the post of one 
Commissioner was retrenched as an economy measure. 
The Commissioner exercises control over all the revenue 
officers and courts in the Division, and in turn is eon* 
trolled by the Financial Commissioner, Revenue, who 
is the head of the Revenue Administration. 


The district is divided into several tahsils, to each 
of which a Tahsildar and Naib-Tahsildar are appoint¬ 
ed. At present there are 55 tahsils and 8 sub-tahsils in 
the State. The Tahsildars and Naib-Tahsildars exercise 
administrative and judicial functions within the limits 
of their tahsils. 


The unit of revenue administration is the estate, 
which is usually identical with the village. A tahsii 
generally has two to four hundred villages; and 
the total number of villages in the Punjab is 
16,478, Each of the villages is separately assess¬ 
ed to land revenue and maintains a separate 
record of rights and register of fiscal and agri¬ 
cultural statistics. All proprietors in the village are 
jointly responsible for the payment of land revenue, and 
are represented by one or more headmen or Lambardars, 
The village headman is responsible for the recovery of 
land revenue from the proprietors and for depositing 
it in Government treasury. He gets 5 per cent, of the 
land revenue as remuneration. 


For purposes of maintenance of revenue records and 
agricultural statistics, estates are grouped into small 
circles to each of which a Patwari is appointed. The 
total number of Patwaris in the State at present is 
4,496. About 20 Patwaris’ circles constitute the charge 
of a Field Kanungo, whose duty is to supervise the work 
of the Patwaris working within his jurisdiction. The 
total number of Field Kanungos at present is 236, 


25. The Deputy Commissioner is the head of the land 
administration in his district, and is assisted by the 
Revenue Assistant, Tahsildars and Naib-Tahsildars. The 
main duty of the Revenue Assistant is to dispose of the 
revenue business of the district. The duties of the 
Tahsildar, among others, include recovery of land 
revenue in the tahsii. The Patwari is responsible for 
the maintenance of the record of rights and the sta¬ 
tistical register in respect of each estate. He has 
numerous other duties, besides, which are, however, not 
relevant to the question of Land Revenue Administra¬ 
tion. 


The Patwari-Kanungo agency renders account of its 
revenue business to the Director of Land Records, who 
inspects the records of rights and the statistical registers. 
He is the head of this agency, and assists the Commis¬ 
sioner and the Deputy Commissioners with regard to 
the proper maintenance of records, and advises the 
Financial Commissioner on revenue matters. 


Till recently, all villages united by tribal or histori¬ 
cal bonds, were grouped into circles called zails, over 
each of which a Zaildar, who was chosen from amongst 
the leading village headmen, was appointed. Govern¬ 
ment have now abolished th e agency of Zaildars in the 
State. This, and the abolition of one post of Commis¬ 
sioner, are the only material changes that have been 
made in the Land Revenue Administration. Mention 
may, however, be also made of the consolidation of 
holdings work on which the Revenue staff has been put. 
The Director, Consolidation of Holdings, is in charge of 
the work. He has under him Settlement Officers who 
are of the rank of Revenue Assistants. The Settlement 
Officers are assisted by Consolidation Officers and 
Assistant Consolidation Officers who are the equivalents 
of Tahsildars and Naib-Tahsildars, respectively. The 
Kanungo Patwari Agency is at the disposal of the 
consolidation staff. 


26. The Land Revenue Agency is quite efficient in its 
work. The present system is working satisfactorily. The 
total collections of land revenue during 1952-53, were 
expected to amount to Rs. 2,09*85 lakhs against the 
total expenditure of Rs. 97-21 lakhs on account of ad¬ 
ministration costs. 


Appeals by assessees. 

27. An assessee can, within 30 days from the date of 
the publication of the assessment demand, present a 
petition to the Revenue Officer for re-consideration of 
the assessment of his lands. An appeal against the deci¬ 
sion of the Revenue Officer lies with the Commissioner. 
Appeal against the appellate order of the Commissioner 
can be filed with the Financial Commissioner, Revenq$ T 
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Arrears and trends in arrears 


28. The following statement indicates the trends in 
arrears of land revenue from 1947-48 to 1951-52 : — 


Year 

Fixed Land 
Revenue 

Fluctuat¬ 
ing Land 
Revenue 

Total 


Rs. 

Rs. 

Rs. 

1946-47 

* * 5>°3j ° 00 

10,000 

5 , 13 ,ooo 

1947-48 

. . 19 , 96,000 

70,000 

20 , 66,000 

1948-49 

* I 9j I 9i°°° 

54,000 

19 , 73,000 

1949-5° 

9 , 76,000 

34,000 

10 , 10,000 

19505 1 

. 5,76,000 

37,000 

6 , 13,000 

1951-52 

. . 3 , 66,000 

10,000 

3 , 76,000 

The arrears were the highest in 1948, when there was 


no arrangement for payment of land revenue in respect 
of evacuee lands. In 1950 a procedure was laid down for 
its payment, and the arrears decline steeply. 

Section II— Replies to Questions 
Land Revenue and Land Cesses 
Question No. 143. 

29. In the Punjab the Land Revenue Settlement is 
normally revised every 40 years. 

Question No, 144. 

30. It has already been mentioned that the periodicity 
of settlement in the Punjab is 40 years. The assessment, 
once fixed, continues unaltered during the period of 
settlement. 

Part (i). The period guarantee is the period of settle¬ 
ment, and may, therefore, be put at 40 years. In view 
of the rapidly changing conditions in agriculture, a 
shorter term of settlement would be better than the 
present one, It could be reduced to 25 years with ad¬ 
vantage. The only difficulty in the way of reduction of 
the period is the difficulty of finances. But financial and 
administrative difficulties can be resolved through 
planned effort. 

Part ( ii ). In theory the assessment of land revenue 
should relate to specific pieces of land. That would 
enable a more thorough and equitable appraisal to be 
made. But administrative and financial difficulties would 
make such appraisal impracticable. The idea of fixing 
a basic rate and providing for limits within which 
assessment may vary, is a useful one. But to safeguard 
against arbitrary fixation of land revenue under such a 
system, a very elaborate code would have to be evolved, 
the interpretation and administration of which will 
require a machinery which does not exist at present. 

Part (Hi). In the Punjab the land revenue is assessed 
on the basis of the “ net produce The net assets are 
the estimated annual surplus produce of an estate or 
group of estates after deduction of the ordinary ex¬ 
penses of cultivation. These are calculated on the basis 
of the landlords’ rents. The amount of land revenue 
cannot exceed one-fourth of the estimated money value 
of the net assets of an assessment circle. 

Part (iv ). The regulation of assessment with a view 
to providing incentive to production and canalizing it 
towards desired objectives is a highly desirable end in 
itself. But such regulation implies costly appraisal 
operations. It is, therefore, not practicable to introduce 
any large scale changes in the method of assessment at 
this stage of our limited resources. 

Part (v). It is not desirable, nor feasible to provide 
for payment in kind. The present system of fixing assess¬ 
ment in cash is the workable system. 

Part (vi). The basis of assessment in all the States 
should preferably be uniform. This, however, refers 
only to the broader principles underlying assessment. 
There will have to be variation depending on local 
conditions. 

Question No. 145. 

31. Except for minor changes, Government do not 
propose to alter the existing system of. assessment at 
the time of fresh settlement. 

Question No. 146. 

32. Resettlements are over-due in ail the districts of 
the State except Amritsar and Gurgaon. In view of the 
consolidation of holdings operations, which are schedul¬ 


ed to be completed by 1958, resettlement will have to 
wait for another 5 years. The postponement of resettle¬ 
ment must deprive Government of the larger revenue 
that is likely to accrue from the new settlement. The 
existing law does not permit revision of the old settle¬ 
ment. 

Question No. 147. 

33. It has been decided to extend to the merged 
enclaves the assessment rates prevailing in the neigh¬ 
bouring tracts. 

Question No. 148. 

34. The question is not relevant to conditions in the 
Punjab. 

Question No. 149. 

35. The principles of assessment of land revenue 
would _ not have to be materially modified even if co¬ 
operative farming is more widely adopted. 

Question No, 150. 

36. Part (i). At present the alienation of land revenue 
exists only in the context of Jagirs and Muafies to 
individuals and charitable institutions. The abolition of 
Jagirs and Muafies has been decided on, and awaits the 
President’s assent. It is proposed to continue only those 
Muafies which are at present granted to religious insti¬ 
tutions. charities, etc. 

Part (ii). There is no Government land in the Punjab 
which can be made available for cultivation to indi¬ 
viduals or Co-operative Societies, and as such the ques¬ 
tion of giving any concessions in land revenue on 
account of sale of Government Zands does not arise. 

Part (in). The existing rules about remission and 
suspension of land revenue are reasonable, and do not 
call for any change. 

Question No, 151, 

37. Till 1952 there was no system of separate assess¬ 
ment of land, used for agricultural and non-agricul- 
tural purposes. All lands were assessed to land revenue 
at a uniform rate. In 1952, an amendment was made 
to the Punjab Land Revenue Act, 1887, providing that 
assessment could be revised in consequence of land 
being put to non-agrieultural uses. 'No major changes 
are suggested in this direction for the present. However, 
in actual practice the matter will have to be approached 
from a precise concept of "utilisation” for many non- 
agricultural uses to which land may be put, can directly 
or indirectly serve the agricultural needs of the owners. 

Question No. 152. 

38. The existing administrative machinery for the 
collection of land revenue is quite adequate and effi¬ 
cient. 

For "development” and “extension” work, a new 
machinery is in process of being created; it is hoped 
that the charge of the revenue staff will not be materi¬ 
ally increased, though at present there is a bigger bur¬ 
den on them. 

Question No. 153. 

39. There is no move to delegate functions of the 
State Government in respect of collection of land 
revenue to local bodies. Such delegation of powers 
would not be desirable fiscally or administratively. 

Question No. 154. 

40. Part (i). The basis of land cesses in the Punjab 
is the land revenue. There are two cesses at present, 
i.e.. the Panchotra and Local Rate. The former is levied 
in addition to the land revenue, and is 5 per cent, of 
the demand. The latter is levied to the maximum of 
50 per cent, of land revenue. It is felt that annual value 
instead of land revenue would provide a better basis 
for the levy of cesses. But the difficulty of obtaining 
correct figures of annual value would stand in the way 
of changing the present basis. 

Part (ii). Graduation of the cesses does not appear to 
be necessary. 

Part (in), (a) The cesses are levied on the basis of 
land revenue, and for that reason their administration 
by the local bodies would not be useful. 

(b) There is one consolidated Local Rate in the 
Punjab. 

Part (iv). The merged enclaves are subject to the 
assessment rates obtaining in their neighbouring tracts. 
There would, therefore, be no problems with regard 
to land cesses, which *are levied on the basis of land 
revenue. 





MEMORANDUM IV 

Individual Taxes 


Section I— Factual Background 
The Sales Tax 

1. The Sales Tax was first introduced in the Punjab in 
1941. It was a war-time measure, intended to bring in 
extra revenue to meet growing expenditure. 

It was a multi-point sales tax, with the following 
rates : — 

(i) For turnover exceeding Three annas for every one hundred 

\ Rs, 10,0001 but not rupees or fraction thereof. 

exceeding Rs. 20 ; ooo. 

(ii) For turnover exceeding Four annas for every one hundred 

Rs. 20,000. rupees or fraction theieof. 

Turnovers below Rs. 10,000 a year were exempt. As 
the incidence of the tax was nominal, traders did not 
charge the tax as a separate item from their customers. 
It was paid mostly from their margin of profit. There 
was little evasion. There being hardly two or three stages 
in between the manufacturer/importer and consumer, 
the cumulative incidence of the tax could be put at 
annas twelve per cent, at the most. 

Certain concessions were given and certain commodi¬ 
ties exempted from the tax. In respect of the sale of 
bullion, cotton (ginned and unginned) and handloom 
cloth, for instance, a licence-fee of Rs. 10 for the whole 
year was prescribed. Commission agents buying, and 
selling on behalf of their principals had to take out a 
license on payment of Rs. 20 only for the whole year to 
cover their commission-agency sales. Similarly, exporters 
of goods on wholesale basis were allowed to take out 
certificates on payment of Rs. 20 a year. Essential goods, 
such as foodgrains, pulses, kerosene oil, etc., were 
exempt from the tax. 

The personnel to administer this Act was drawn from 
the Provincial Civil Service. These Officers had no special 
training in accounting and their interest in taxation jobs 
was not permanent. Appeals against the orders of these 
officers, who came to be called the Assessing Authorities, 
lay to Additional District Magistrates. The Appellate 
Authorities too had no specialised training. The adminis¬ 
tration of the tax was, therefore, generally defective. 

It was decided in 1945 that in the interest of adminis¬ 
tration and co-ordination, all the provincial taxes should 
be put together under one Department, and that brought 
into being the existing Excise and Taxation Department 
in April, 1946. 

The Excise and Taxation Commissioner, Punjab, was 
the Head of the Department. He had one Deputy Excise 
and Taxation Commissioner for each Division, consisting 
of five to six districts. Each district was headed by a 
District Excise and Taxation Officer and in some "big 
districts, he was assisted by one or two Assistant Excise 
and Taxation Officers, depending on the volume of work. 
The District Excise and Taxation Officer and the Assis¬ 
tant Excise and Taxation Officer were Assessing Authori¬ 
ties under the Act ; the Assistant Excise and Taxation 
Officer, however, could not decide cases where turnovers 
exceeded Rs, 2 lacs a year. The Deputy Excise and Taxa¬ 
tion Commissioners were Appellate Authorities, besides 
being in charge of administration in their respective 
Divisions ; the Excise and Taxation Commissioner, Pun¬ 
jab, was the Revising Authority. Unlike some other 
States, there was no Board of Revenue in the Punjab ; 
instead, a second revision lay to the Financial Commis¬ 
sioner. There was no provision for any reference to the 
High Court. (This lacuna was removed in 1948.) The 
Civil Courts were barred from taking any notice of any 
proceedings under the Act. 

2 . It is not possible to give any details of the develop¬ 
ments of sales tax law and practice, the total revenue 
from this Act and the various trends to which it gave 
rise from its enforcement in 1941 till the 15th August, 
1947, because most of the relevant record was left at 
Lahore at the time of Partition. The Act remained in 
force during all these years without any change in the 
rate of tax and any major departure from the origi¬ 
nal policy. 

3. The Punjab General Sales Tax Act, 1941, continued 
up to May 1949. Partly as a result of the demand made 
by the mercantile community that the multi-point sales 
structure should be replaced by a single-point sales 
structure, and, partly for revenue considerations, the 
Punjab Government repealed the Act of 1941 and re¬ 
placed it by the existing Punjab General Sales Tax 
Act, 1948. The new Act was based on the model of 
the Bengal Finance (Sales Tax) Act, with slight varia¬ 


tions here and there. It was a single-point tax, levied 
at the stage where the sale was made by a registered 
dealer to an unregistered dealer including a consumer. 
The rate of tax was 2 pice in the rupee. This rate 
continues up-to-date. On account of certain circum¬ 
stances and largescale evasions, however, the Punjab 
Government agreed to charge a lump sum of Rs. 200 
and Rs. 100 per cent motor vehicle and tractor, respec¬ 
tively. Certain essential goods, such as foodgrains, 
pulses, vegetables, fresh milk, meat, eggs, fresh fruit, 
common salt, books, newspapers and periodicals, raw 
wool, edible oils (except hydrogenated oils), electric 
energy, sale by agriculturists of their produce, etc, and 
the products of important-village industries, such as 
handloom cloth, handspun yarn, crudely tanned hides 
and skins, shoes when sold by the shoemaker, earthen¬ 
ware when sold by the maker, sales by Government 
Departments, both Central and State, etc., were exempt. 
The original list of exemptions has not been modified 
in any major aspects. The latest list is given at Annexure 
“A”. 

The dealers were divided into three main categories, 
(a) importers, (b) manufacturers and producers, and 
(c) other dealers engaged in the business of reselling 
goods, The quantum of registration was fixed at Rs. 5,000, 
Rs. 10,000 and Rs. 20,000 a year for these categories, res¬ 
pectively. Sale by one registered dealer to another 
free from tax. Sales by a registered dealer to another 
unregistered dealer or to a consumer were subject to 
tax. The liability to pay the tax rested on the register¬ 
ed dealer, The Act did not provide for any obligation 
on the part of the purchaser to pay the tax as a sepa¬ 
rate item—it was left to the seller to absorb it in his 
sale-price or to charge it as a separate item with the 
consent of the customer. The incidence of tax being 
sufficiently high, the trade seldom attempted to absorb 
it in their sale-price, and it came to be charged as a 
separate item. There was also a provision in the Act 
for voluntary registration by a dealer, if his turnover 
exceeded Rs, 5,000 a year (Section 8). Registration once 
effected was to continue for a minimum period of three 
years. After three years, if the turnover of a registered 
dealer fell short of the registrable quantum for each 
of the three consecutive years, his registration could be 
cancelled. In all other material aspects, the administra¬ 
tive set-up remained the same as under the old Act of 
1941. 


As the law was new, and its effects on the economy 
of the State were unpredictable, it was treated as an 
experiment. As a result of practical experience, in subse¬ 
quent years, it underwent some important changes. It 
was felt, that the quantum for compulsory registration 
at Rs. 20,000 for an ordinary dealer was too low, and 
embraced a very large number of petty dealers, who 
could not keep elaborate accounts. The quantum for this 
class of dealers was first raised from Rs. 20,000 to 
Rs. 30,000 a year in October 1949, and again from 
Rs. 30,000 to Rs. 50,000 a year in August 1952. In the 
case of importers, there was large-scale evasion, because 
under the Constitution, no State could levy Sales Tax 
on goods exported by its dealers to another State. The 
dealers in the Punjab began splitting up their business 
so as not to allow their imports to exceed the registrable 
quantum of Rs. 5,000 a year. By so doing, they paid no 
sales tax in the exporting State and no sales tax in the 
Punjab. They thus began to affect local trade as well as 
big registered dealers. The wholesale business showed 
trends of shifting from the Punjab to Delhi, In order 
to put an end to these trends, it was decided that there 
should be no registrable quantum in respect of importing 
dealers. This was done in August 1952, The position as 
it stands now is, that whenever a dealer imports goods 
into the State for re-sale, he becomes immediately 
registrable. This has resulted in the return of wholesale- 
business from Delhi to the Punjab, in less evasion, and 
in the creation of healthy competition between the regis¬ 
tered and unregistered dealers. 


4. In the original Act, the Excise and Taxation Depart¬ 
ment was not given any powers of inspection of business 
premises. With the growing tendency towards evasion, it 
was felt that such powers were essential. Powers ’ of 
entry and inspection of business premises were acquired 
by the Department in August, 1952, in the teeth of vehe¬ 
ment opposition from the business community. These 
powers are very mild compared to those given by other 
States to their Taxation Departments which include 
powers of search and seizure of accounts books. Even in 
their limited nature these powers have resulted in larger 
tax receipts. If these are widened, the professional tax- 
dodgers could also be roped in. 
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5. Another important amendment made in August, 
1952, was with regard to section 5(2) (a)(ii). Previously a 
registered dealer could buy tax-free only such goods as 
were specified in his certificate of registration. Indian 
business being not very specialised, it was difficult for 
the business community to get their certificates amended 
before they could buy a commodity not covered by their 
certificates. This restriction on the trader hampered his 
trade. It also led to double taxation—the trader could 
buy a commodity, not entered in his certificate of regis¬ 
tration, on payment of tax, and had to pay the tax again 
when he re-sold it. This naturally hampered business. 
Section 5(2)(a)(ii) of the Act was, therefore, amended. 
A dealer, other than a manufacturer or an importer, can 
now buy any commodity on giving a declaration, that the 
commodity purchased is required for re-sale. 

6 . An important provision was also made for certain 
class of dealers to file their returns on a purchase basis. 
It was felt that there was a class of small (the “Far- 
choon”) dealers for whom it was not possible to maintain 
accounts of every individual sale. In order to provide 
facilities to the dealer and to safeguard against eva¬ 
sion of the tax, it was enacted that in cases, where the 
Excise and Taxation Commissioner is satisfied that cor¬ 
rect and complete ^accounts cannot be maintained with¬ 
out undue hardship, permission would be granted to 
file returns on a purchase basis. 

7. The most important amendment was that of inser¬ 
tion of Section 29 by the Adaptation of Laws (Third 
Amendment) Order, 1951, by the Government of India, 
This Section was introduced in order to bring the Pun¬ 
jab General Sales Tax Act, 1948, in conformity with 
the provisions of Article 286 of the Constitution of India 
The Section is nothing but a reproduction of the Article. 
It was given retrospective effect from the 26th January, 
1950, through the Department began making use of the 
new powers given to it by this New Section only in the 
early part of the year 1952. Actual working has shown 
that it is not administratively possible to give full effect 
to the provisions of this Section, To find out the parti¬ 
culars of dealers not residing in the Punjab, but who 
deliver goods for consumption in the State, is a very 
difficult task. It is not possible to detect all of them. 
Even when they are detected, the task of assessing the 
tax and of recovering it is no easy one. The hardship 
to the dealer is equally understandable. He might be 
delivering goods in a number of States simultaneously. 
If each State calls on him to produce his accounts books, 
it would mean great harassment to him. Besides Article 
286 on which section 29 of our Act is based has created 
some more complications and made evasion on a large 
scale possible. Under clause (2) of the Article, inter¬ 
state trade cannot be taxed except by Legisla¬ 
tion by Parliament. After the interpretation of 
Article 286 by the Supreme Court of India, one 
of the types of inter-State transactions is where actual 
delivery takes place in one State and consumption in 
another. This has led to a wide spread system of 
“delivery-across-the-border”. with consequent legal eva¬ 
sion of the tax. Such transactions are particularly grow¬ 
ing common in the case of costly luxury articles. It was 
this anomalous situation which forced the Punjab 
Government to fix a lump sum tax of Rs. 200 per motor 
vehicle and Rs. 100 per tractor against a normal tax of 
Rs. 300 to Rs, 600 per motor vehicle and Rs. 200 to Rs. 300 
per tractor. Government wanted to reduce the temptation 
to evade the tax to the minimum. The matter should, 
however, be taken notice of by the Government of India, 
and suitable legislation introduced to remedy the defect. 

8 . The following table gives the income from the sales 
tax from the date of Partition to 1953-54 ; — 

Year Income 

Rs, 

1947- 48 (From 15th August, 1947 to 31st March, 1948) 120,55,567 

1948- 49 (From 1st April, 1948 to 30th April, 1949— 27,46,712 

13 months). 

1949- 50 (From 1st May, 1949 to 31st March, 1950— 1,08,18,822 

11 months). 



Income 

year 

Rs. 

1950-51 . 

«,74.i3.on 

1951-52 . ■ 

• 1,67,14,535 

1952-53 . 

. 1 , 71 , 22,276 

1953-54 (Budget figures) 

1 , 78 , 68,000 


The Punjab General Sales Tax Act, 1948, has been 
in force since May, 1949. During the first year of its 
enforcement, the collection was below normal. The law 
being new, most of the dealers did not know their obliga¬ 
tions, The following year (1950-51) gave peak-revenue. 
It showed decrease in the subsequent year (1951-52) 
because with experience the dealers evolved 
evasive practices. In August, 1952, when some amend¬ 
ments were made in the Act to counteract their tactics, 
the figures of income showed improvement. The Budget 
figures for the current year (1953-54) are a definite 
improvement on those of all the previous years. The 
Excise and Taxation Department is gradually consoli¬ 
dating its position and tightening-up administration. 
Actual collections so far give hope that the actual 
receipts may rise Rs. 2,00,00,000 against the budget fi¬ 
gures of Rs. 1,78,68,000. The increase in receipts is enti¬ 
rely due to the improvement in the administrative grip 
over evasion. The incidence of tax being heavy, incen¬ 
tive to evasion is natural. It is not easy to gauge its 
extent. But it would be quite safe to presume that at 
present we are collecting not more than 60 per cent, 
of what we should. 

9. Evasion of the tax can be split up into two classes: — 
(i) Lawful evasion, and 
(ii) unlawful evasion. 

Lawful evasion is perfectly permissible so long as there 
is a defect in law. Such a defect, as already pointed out, 
does exist in the provisions of Article 286 of the Consti¬ 
tution. Unlawful evasion has taken various forms. Large 
consignments of goods are smuggled into the State by 
rail and by road under fictitious names of consignees. 
Railway Authorities are not bound to record the correct 
addresses of the consignees. They deliver the consign¬ 
ment to the holders of Railway Receipts. Similarly we 
cannot compel the truck owners to put down the correct 
and complete particulars of the transporter of goods. 
The Department cannot, therefore, trace the consignees 
trading under fictitious names. A proposal is under 
consideration to set up check-barriers at some strategic 
points on the main roads leading into the Punjab, It is 
proposed that at these check-posts all trucks would be 
checked and the particulars of the consignees found out 
and recorded before the vehicles are allowed to pass. 
This proposal would be administratively workable and 
is expected to yield good results. How far these barriers 
would result in the diversion of goods traffic from the 
road to the rail, it is difficult to say at this stage. 

Another mode of evasion is the fictitious export of 
goods to other States. Consignments are alleged to have 
been exported out of the State and rebate of tax claimed 
as no tax is leviable on goods which go out of the State. 
In collusion with the Goods Transport Companies, ficti¬ 
tious transport receipts are obtained. Evasion of this type 
has been detected in a few big cases. A random check 
of such exports by making references to the “purchasers” 
in other States has proved to be quite useful. If all States 
agree on the exchange of such information, this mode 
of evasion can effectively be counteracted. At present, 
evasion relates mainly to vegetable ghee, sugar, tobacoo! 
and cigarettes ; and Delhi has become the hub of such 
smuggling activities. 


10, Sales Tax arrears are quite nominal in the Punjab. 
Against a total demand of Rs. 7,09,20,257 from May, 
1949 to the 31st March, 1953, the arrears have been only 
Rs. 9,63,907, giving a percentage of L36. 

A 


List of artkles exempt from Sales Tax 


Commodities Remarks 

1. Wheat and its flour. 

2. Maize and its flour, 

3. Bajra and its flour. 

4. Barley and its flour. 

5. Rice and Paddy. 


6 . 

7* 

8 . 

9* 

io* 

XI. 

12 . 

13* 

i3- A * 

14 . 

*5* 

16 . 

*7* 

18 . 

19* 

20. 
21* 
21 -A. 
22* 

23- 

24- 
25* 

26 . 

27 * 

28 . 

29 * 

3°. 

3 1 * 

32* 

33* 

34* 

35* 

38. 

37* 

38. 

39* 

40 * 
4 i* 
42 . 
43* 
44 . 
45* 

46 . 

47* 

48 . 


5 % 

ANNEXURE A —contd. 

Commodities Remarks 

Gram, Dal Gram, Gram flour and Churl (wand). 

Moth and Dal Moth. 

Mong and Dal Mong. 

Mash and Dal Mash* 

Masoor and Dal Masoor. 

Malka Masoor and Dal Malka Masoor. 

Arbar and Dal Arhar. 

Jowar and its flour. 

Gowara and its flour. 

Dried pea, its Dal and flour. 

Husk of all foodgrains specified in the preceding items* 


Vegetables ........... Except when sold in tins, bottles or cartons. 

Milk ............ Except condensed and dried milk. 

Meat, fish and eggs ......... Except when sold in tins, bottles or cartons* 

Fresh fruits. 

Common salt ....... , Except when sold in sealed containers. 

Flowers. 


Pan and betel-nuts. 

Books. 

Newspapers and periodicals* 

Exercise and drawing books. 

Slate and slate pencils. 

Chalks and Crayons. 

Foot-rules of the type usually used in schools* 

Bullion and spice (other than ornaments and jewellery). 

Cotton (ginned or unginned) 

Cloth woven on hand-looms out of hand-spun yarn . * When sold by person dealing exclusively in such cloth, 

Electric energy. 

Motor spirit as defined in the Punjab Motor Spirit (Taxation of Sales) Act, 

*939* 

Vacant . 

Agricultural implement. 

All goods sold to the Indian Red Cross Society and St, John Ambulance 
Association. 

All goods on which duty is or may be levied under the Punjab Excise 
Act, 1914 , or the Opium Act, 1878 . 

Sales of Canteen stores by authorized canteen contractors . . . When sold exclusively to military personneL 

Agricultural or horticultural products sold by a person or a member of his 
family grown by himself or grown on any land in which he has an interest 
whether as owner or usufructuary mortgagee tenant or otherwise. 

Judicial and non-judicial stamps, entertainment duty stamps, tobacco 
licences and standard watermarked petition papers. 

Matches. 

Cotton-seed. 

Oil-cakes. 

Fertilisers. 

Kerosene oil. 

Hand-spum yarn .......... When sold by one who deals in hand-spun yarn exclu¬ 
sively. 

Raw hides. 

Raw skin. 

A crudely tanned leather ........ Crudely tanned leather called half-tanned leather, usu¬ 

ally tanned by villagers in villages (other than tanned 
in a factory). 
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Commodities 


Remarks 


49. Indian food preparations ordinarily sold by tandurwalas, lokwalas and 

dhabas. 

50. Articles ordinarily prepared by Halwais when sold by them. 

51. Vacant, 



55. Hand-made utensils 

56. Earthenware made by Kumhars. 

57. Edible oils produced from sarson , toria and til in ghanis but not in hydroge¬ 

nated form, e.g. t vegetable ghee, vanaspati, etc, 

58. Kikar bark . 

59. Country-made shoes (Jooties) 


When sold by the maker of such untensifs, himself or by 
any member of his family, provided that the maker 
does not employ any outside labour or use power at 
any stage for making the untensils. 


When sold by the maker of such shoes, himself or by any 
other members of his family, provided that the maker 
does not employ any outside labour or use power 
at any stage for making the shoes.. 


60. Takhtis used by students in schools, 

61, Raw wool. 


State Excises 

13. This tax is not levied in the Punjab. 

Advertisement Tax 

12. The following Acts pertaining to State Excises are 
in force in the Punjab : — 

(1) The Punjab Excise Act (1 of 1914), 

(2) The Punjab Local Option Act (V of 1923). 

(3) The (East) Punjab Molasses (Control) Act (XI 
of 1948). 

(4) The Dangerous Drugs Act (II of 1930). 

(5) The Indian Power Alcohol Act (XII of 1948). 


spirit can be issued to licensed, wholesale or retail ven¬ 
dors except under passes granted by the Distillery Ins¬ 
pector, who has to satisfy himself that still-head duty 
at the prescribed rates has been paid. No duty is pay¬ 
able on issues of denatured’ spirit, but a permit fee of 
Hs. 3 per bulk gallon is charged on it The duty paid on 
exports to other States is later refunded to the State 
Government concerned. However, the manufacture and 
export duty levied at the rate of two annas per L.P. 
gallon on all duty-paid or under-bond issues of liquoi 
to all States in India, except Delhi, is not refunded to 
the importing State. This is in occordance with the deci¬ 
sion taken at the Conference of Provincial Finance Mem¬ 
bers in 1923, and is meant to meet, to some extent the cost 
of the excise administration. 

15. Before the Partition, the rates of excise duty in 
Punjab on various excisable articles were as under :•— 


(6) The Opium Act (1 of 1878). 

(7) The East Punjab Opium Smoking Act (XXV of 
1948). 

There is a two-fold object in the above legislation, 
viz ,, to collect excise revenue and to control the produc¬ 
tion, trade and consumption of various intoxicants and 
drugs. 

13. The administration of the various Acts mentioned 
above is discussed below :— 

The Punjab Excise Act (1 of 1914). 

14. Under this Act, the State Government controls and 
supervises the manufacture of beer and liquor in licensed 
breweries and distilleries, and controls the sale, import, 
export, transport and possession of liquor (including 
beer) and bhang. 


Name of excisable article 


Rate of excise 
duty 
1946-47 


(1) Country Spirit (per L. P. gallon)— 

(i) Plain . . . . , , . 

(■ ii) Ordinary spiced .... 

(Hi) Special spiced ..... 

(2) Indian-made foreign spirit (per L. P. gallon) 

(3) Rectified spirit (per L. P, gallon)— 

(i) As such ...... 

(ii) Contained in medicinal preparations 

(Hi) Contained in Medicinal preparations, 
which can be used for non-medicinal pur¬ 
poses. 

( v ) Contained in spirit chloroform 

(4) Indian-made beer (per bulk gallon) 

(5) Bhang (per seer) ...... 


Rs. a. p. 

15 o 0 
18 2 o 

23 7 O 
40 o o 

24 6 o 
500 

ty 8 o 

24 6 o 
o 12 o 
080 


There are three distilleries in this State, viz,, one each 
at Karnal, Khasa and Sujanpur in the districts of Kamal, 
Amritsar and Gurdaspur, respectively. The distillery at 
Kasauli and the brewery at Solan were also under the 
control of the Punjab Government, but from the 1st 
April, 1953, their control has been transferred to the 
Himachal Pradesh and Pepsu Governments. As a matter 
of policy, ordinarily no spirit of any kind can be per¬ 
mitted to be imported from the erstwhile Indian States. 
But on account of low production of Punjab distilleries, 
the distillery at Hamira in Pepsu has also been per¬ 
mitted, as a special case, to supply spirit to Punjab 
licensees. 

Distilleries are run by private concerns, which are 
assisted by the Excise and Taxation Department in the 
procurement of raw materials especially coal and 
molasses. The production, storage strength and issue, etc. 
of country spirit, Indian-made foreign spirit and rectified 
spirit at the distilleries are regulated according to the 
Punjab Distillery Rules, under the direct supervision of 
Distillery Inspectors and Distillery Sub-Inspectors. No 


After the Partition, however, the above rates of ex¬ 
cise duty were modified as follows: 1 — 


Name of excisable article 


(1) Country spirit (per L. P. gallon)— 

(t) Plain ..... 
(ii) Ordinary spiced 
(Hi) Special spiced 

(2) Indian-made foreign spirit (per L. P. 

gallon.) 

(3) Rectified spirit— 

(i) As such .... 

(ii) Contained in medicinal prepara¬ 
tions. 

(in) Contained in medicinal prepara¬ 
tions, which can be used for non- 
medicinal purposes, 

(tv) Contained in spirit chloroform 

(4) Indian-made beer (per bulk gallon) . 

(5) Bhang (per seer) .... 


Rate of excise duty 


1948.49 

1949-50 

Rs. 

a. 

P* 

Rs. 

a. 

P* 

21 

7 

0 

21 

4 

0 

22 

6 

9 

22 

8 

0 

27 

3 

0 

27 

8 

0 

56 

0 

0 

56 

4 

0 

24 

6 

0 

24 

6 

0 

5 

0 

0 

5 

0 

0 

17 

8 

0 

*7 

8 

0 

24 

6 

0 

24 

6 

0 

0 

12 

0 

X 

0 

0 

0 

12 

0 

0 

12 

0 
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There has been no further change in the rates since 
1949. However, from the 1st April, 1950, a concession 
rate of duty-cu?n-licence fee amounting to Rs. 12-8-0 per 
L. P. gallon was levied on Indian-made foreign spirit 
issued to troops stationed in Punjab as against the ex* 
cise duty of Rs. 75 per L. P. gallon payable by civilian 
consumers. This concession is costing the State Ex¬ 
chequer a sum of nearly Rs, 20 to 25 lacs per annum. 
Government intends now to withdraw this concession 
as this loss of revenue is seriously affecting the State 
finances. 

In spite of appreciable increase in the rates of excise 
duty licence fees have shown no marked decease. 

The ex-distillery issue prices of all kinds of spirit 
are not controlled; only those of plain and ordinary spiced 
country spirit are Axed every year after taking into 
account the factors of cost involved. These are announced 
at the annual excise auctions, The prices Axed for the 
Anancial year 1953-54 are as under : — 

Price per 

Country Spirit L,P. gallon 

Rs, a, p, 

fil Plain ..i 14 10 

(2} Ordinary spiced . . . , , . 2 10 6 


With a view to encouraging trade, rectiAed spirit issued 
for manufacture of medicinal and toilet preparation is 
ciiarged at rates lower than those Axed for rectiAed 
spirit as such. No duty is levied on denatured spirit, 
RectiAed spirit is also issued to hospitals, dispensaries 
and educational institutions free of duty. 


The various kinds of liquor, including foreign liquor 
and beer, can be sold only by licensed vendors who ob¬ 
tain their annual licences on the basis of excise auc¬ 
tions. Licence fees are recoverable in monthly" instal¬ 
ments. 


Licences for the sale of liquor at bars attached to 
restaurants, hotels and clubs are granted on the basis 
of assessed fees, the present rates of which are as 
follows : — 


Kinds of licence 


Rate of assessment of licence fee 


foreign liquor Beer } Cider, etc , 


Indian- Imported Wine Indian- Imported 

made made 


L.9 (Military canteens) 

L.3 (Hotels) 

L.4 (Restaurants) 

L.5 (Bars attached to Restaurants) 
L.12 G (Clubs) . 


16. The following table shows the excise revenue (ex¬ 
cluding that from opium) realised since the 15th August 
1947 : — 


Financial year 


Gross re¬ 
ceipts 

Rs. 

1 947-48 (from 15th August 1947) . 


64,74,758 

1948-49 . . 


. 1,38,43,39 1 

I 949“50 . 

* 

1,46,24,850 

I 95 °“ 5 I - 


, 1,38,29,409 

. 


1,59,64,806 

1952-53 . 


- L 57 > 54 ^ 9 i 

1 953-54 (Budget estimates) . 


• i j59j74.'33° 


Note—T he above statement does not Include receipts credited to of 
received from other states. 

There was an increase in revenue in 1948-49 follow¬ 
ing increase in the excise rates. The year 1951-52 wit¬ 
nessed an increase of about Rs. 20 lacs in excise revenue, 
compared to 1950-51 mainly due to the economic recovery 
of the State. The budget estimates for 1953-54 also in¬ 
clude receipts of about Rs. 17 lacs on account of sale- 
proceeds of power alcohol. Against this amount 
Government will have to spend a sum of about Rs, 13 
lacs on the purchase of power alcohol, including freight 
and octroi. 


17, The Excise and Taxation Department is charged 
with the responsibility of administering this Act. The 
Excise and Taxation Commissioner exercises the Anal 
appellate powers under the Act, and has also the power 
to make or amend the rules framed under the Act, This 
power vested in the Financial Commissioner originally. 
He is assisted by the two Deputy Excise and Taxation 
Commissioners, each incharge of one of the two Divisions 
in the State. Deputy Excise and Taxation Commissioner 
exercises the powers of Collector under the Act, except 
in matters of detection and suppression of excise crime, 
grant of excise rewards and collection of excise revenue 
for which the Deputy Commissioners of districts are still 
responsible. He also gives licences by holding auctions. 
At the district level, the administration of the Act is 
carried out by the Excise and Taxation Oflftcer-in-eharge 
of the district, assisted by the Excise Inspectorate Staff. 
The same staff is responsible for administering all the 


Rs. a. p. Rs. a. p. Rs. a. p. Rs. a, p, Rs. a, p, 
14 00 26 90 600 020 120 


>28 00 40 00 800 06, o 160 


J 


Excise and Taxation Acts, and it is, therefore, not possi¬ 
ble to state as to what is the cost of collection of the 
State Excises, separately. The machinery for the collec¬ 
tion of State Excises is quite efficient and no difficulty is 
experienced from the point of view of either the adminis¬ 
tration or the tax-payer. 

18. Any amount, which remains outstanding on 
account of excise revenue, can be recovered as arrears 
of land revenue. The arrears stood at Rs, 37,80,240 on the 
1st April, 1953. This works out to 1*57 per cent, of the 
total excise revenue of the State (including opium) 
amounting to Rs. 2,40,41,955 for the Anancial year 1952-53. 

19. To the extent that controls cannot be effectively 
enforced there is leakage of revenue; and that is how 
evasion of taxes becomes possible. The various forms of 
evasion, and the steps necessary to deal with them are 
indicated below : — 

(1) Illicit distillation ,—The biggest menace to the ex¬ 
cise revenue from liquor is illicit distillation. That this 
evil exists on a very wide scale cannot be denied. It 
thrives in the countryside, where the habits of the 
people combined with the large disparity between the 
prices of illicit and illicit liquor, provide the incentive for 
illegal manufacture of spirits. It is difficult to indicate 
the precise magnitude of this evil, and of the loss of 
revenue on its account ; but is estimated that, if illicit 
distillation could be reduced, the State excise revenue 
from liquor could be considerably increased. 

The measures, which have been considered and/or 
adopted by Government from time to time to combat 
illicit distillation, are as under : — 

(i) To reduce the retail sale price of country spirit, 

considerably. 

(ii) To make the penal clauses of the Act more 
stringent, 

(iii) To detail special Police staff to combat illicit 
distillation and other of excise crime in nine out 
of the thirteen districts of the State, 

(iv) To launch publicity campaigns against illicit 

distillation. 


(2) Smuggling of cheap liquor,—On account of the 
disparity in the retail sale prices operating in this State 
and the adjoining States particularly Pepsu, a large- 
scale smuggling of cheap liquor has been taking place. 
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The loss of revenue to the State Government on this 
account cannot be estimated, but it runs into lacs of 
rupees every year. The Punjab Government have under 
consideration a proposal to fix the retail sale price of 
liquor at the same level as obtains in PEPSU. 


Rs. 125 per seer. The difference between the ex-treasury 
issue price and the cost price is the excise duty which 
works out to Rs. 68-15-0 per seer at present. The duty on 
excise opium per seer during the last six financial years 
has been as under : — 


(3) Concession to troops .—Since the 1st April 1950, 
when a concession rate of duty-cwm-licence fee on 
Indian-made foreign spirit supplied to troops stationed 
in this State was allowed, large-scale smuggling of liquor, 
intended for troops, has been taking place into the 
civilian market. The loss on this account amounts to 
about Rs. 20 to 25 lacs per annum. Government now 
intend withdrawing this concession. 

( 4 ) Abuse of spirituous preparations .—With the in¬ 
creased price of illicit liquor, the abuse of spirituous 
preparations as potable liquor has been practised on 
a large scale. In order to subdue this evil, measures 
have been taken to control the possession, sale and 
movement of these spirituous preparations, which are 
capable of being abused for drinking purposes. Detail¬ 
ed information on this point has been furnished in 
reply to question No. 135 in Section II. JThe loss 
accruing to the State on this account cannot be easily 
estimated. 

(5) Smuggling of rectified spirit .—Instances are not 
unknown when rectified spirit has been issued by the 
distilleries without payment of duty. Recently, a case 
came to the notice of the Government, where one thou¬ 
sand gallons of rectified spirit were detected as having 
been smuggled from Uttar Pradesh into this State. To 
remove this source of leakage in revenue, it is necessary 
that Government’s control over distilleries should be 
tightened as to leave no room for such leakage. 

The Punjab Local Option Act (V of 1923) 

20 . It is not a fiscal enactment, but is designed to give 
the Local Bodies an opportunity to express their views 
about the number, location, removal, etc,, of licensed 
liquor shops in the areas administered by them. 

The (East) Punjab Molasses (Control) Act (XI of 1948) 

21 . This State was deficit in its requirements of 
molasses there being only one sugar factory at 
Abdullapur in Ambala District. In order to reserve 
the molasses produced by this factory for distilleries 
in the State, this Act was passed in 1948. 

The Dangerous Drugs Act (II of 1930) 

22. The consumption of dangerous drugs is kept as low 
as possible, and restricted only to medicinal purposes, in 
keeping with the Geneva Convention of the League of 
Nations, The drugs are allowed to be sold only by licensed 
druggists and chemists on prescriptions issued by regis¬ 
tered medical practitioners. Only a nominal "income 
accrues to the State Government under this Act. 

The Indian Power Alcohol Act (XII of 1948) 


Rate of excise 

Financial year duty (per 

seer) 

Rs. a. p. 

1947 - 48 . . . . . . 62 14 o 

1948 - 49 , . . . . . . 60 11 o 

1949 - 50 . 62 9 o 

1950 - 5 1 . 62 II o 

. 62 11 o 

1952-53 . 65 o o 

25. Besides the excise duty, a licence fee, determined 
at annual auctions, is paid by the vendors. These vendors 
are also entitled to sell poppy-heads at their retail shops 
without payment of additional licence fee. However, on 
the cultivation of poppy-heads which is permitted only 
in Jullundur District and the Hoshiarpur Tehsil of 
Hoshiarpur District, an acreage duty at the rate of 
Rs. 9 per quarter acre or less is levied. No opium is 
allowed to be produced from the poppy-heads so grown. 
All this constitutes opium revenue. The following table 
gives it for the seven years following the partition: — 

Total revenue 


Financial year from opium 

Rs. 

1947- 48 (from the 15th August 1947) . * 36*79,278 

1948- 49 ........ 91,44,440 

1949- 50 .87,29,225 

1 9 50- 5 1 . 87 , 73,030 

.99j45>7i5 

1952 - 53 . 82 , 87,064 

1953- 54 (Budget Estimates) ..... 70,92,000 


There have been mild variations in the revenue from 
this source. The quota of excise opium is being reduced 
by the Government of India gradually every year, with 
a view to prohibiting the licensed sale of excise opium 
throughout India after the 31st March 1959. The opium 
revenue accruing to the State has not suffered a corres¬ 
ponding decrease, as the licence-fee has been rising. The 
economic principle of demand and supply has pushed 
the retail price high, which in turn has brought in the 
menace of smuggled opium into the State. 


23. Partly to conserve foreign exchange, and partly to 
use the surplus capacity of Uttar Pradesh distilleries for 
the production of spirit, the Indian Power Alcohol Act 
(XII of 1948) has been introduced in certain areas of this 
State. The scheme envisages the use as motor fuel of a 
mixture of one part of power alcohol and four parts of 
motor spirit, instead of pure petrol. At present, the 
scheme has been introduced in the areas of Rohtak and 
Ambala Cantonment, and four mixing depots, one at 
Rohtak and three at Ambala Cantonment, have been 
started, These mixing depots are using about 50,000 
gallons of power alcohol every month, which is imported 
from Uttar Pradesh. An Excise Inspector is in charge of 
each mixing depot A margin of profit of about four 
annas per gallon is left to the State Government after 
paying the cost of power alcohol, freight octroi and 
establishment expenses. It is estimated that this source 
would yield a net revenue of about Rs. 1-25 lacs in the 
current financial year. The Government of India have a 
proposal to extend the operation of the Act to Jullundur 
area in the near future and to all other areas in the 
State as and when the Oil Companies concerned are able 
to make mixing arrangements. 


The Opium Act (I of 1878) 

24. In order to control the production, movement an 
consumption of opium this Act was enacted by tY 
Central Government in 1878. It is in force in all tY 
btates and is administered by the State Government 
Only excise opium can be sold at the licensed shop 
Excise opium is supplied at present by the Ophn 
Factory of the Union Government at Ghazipur in Utt; 
Pradesh. The Government of India determines ever 
year the rate of excise opium. This rate varies from ye: 
to year; the current rate is Rs. 56-1-0 per seer. The Sta 
Government stores the excise opium received from tt 
Factory at Ghazipur in Uttar Pradesh at its treasurie 
from which it is issued to licensed retail vendors at sue 
price as is fixed from year to year. The present price 


26, The administration of this Act is entirely analogous 
to that outlined under the Punjab Excise Act (I of 1914). 
The position of arrears has been explained under the said 
Act. 

27. Evasion and avoidance of excise revenue from 
opium arises from smuggling of cheap opium from the 
adjoining territories. It is difficult to give an exact indi¬ 
cation of the extent of this evasion, but it can be said 
that as a result of it the State is losing a revenue of 
•several lacs of rupees annually. This smuggling has 
increased to a great extent on account of the gradual 
cut in the quota of excise opium of the State. Detailed 
views on this matter have been given in reply to Ques¬ 
tion No. 135 in Section II. 


The (East) Punjab Opium-Synoking Act (XXV of 1948 ) 

28. This is again not a fiscal statute, and does not 
control or yield any revenue. It is solely a social enact¬ 
ment, whereby opium-smoking is totally prohibited in 
this State except by those persons above twenty-five 
years of age, who got themselves registered under this 
Act by the 12th April, 1949. As no one got himself regis¬ 
tered, opium-smoking cannot be indulged in by anyone 
in the State. The administration of this Act also is vested 
in the Excise and Taxation Department. 

Agricultural Tax 

29. This tax is not levied in the Punjab, 

Water rates 

30. Water rate is a fee charged for the water supplied 
to Zamindars for growing crops. It is levied under Sec¬ 
tion 75 of the Northern India Canal and Drainage Act 
VIII of 1873, and is charged on area irrigated according 
to crops sown for which different rates are specified. 











573 


Water rates are raised or lowered in accordance with 
the market value of crops. The rates are changed only 
with the approval of the Council of Ministers. 

31. A copy of the Schedule of Rates of the Western 
Jamuna Canal is at Annexure B. Ordinary rates are 
charged under section 75 of the Act. Special rates are 
levied under Section 33 when unauthorized Irrigation by 
means of a cut in the Canal is done. Remissions are 
allowed under Section 20 for failed crops. 

32. The revenue administration of the Irrigation 
Department comprises of circles, which are sub-divided 
into Divisions and Sub-divisions. A Sub-division, where 
the primary work is done, has generally four Zilladars, 
with about 10 to 12 Patwaris under each. There is a 
Deputy Collector in a Division, who controls the Zilladars 
of the Sub-Division and is also responsible for accuracy 
of the assessment work. The circle administration is in 
the hands of the Chief Engineer. 

Assessment of the rates is done by the Irrigation 
Department. 


Appeal lies only against penal rates of “Tawan”, which 
are levied under Section 33 of the Act for unauthorized 
Irrigation. The Commissioner is the final appellate 
authority against the orders of the Divisional Canal Offi¬ 
cer, who imposes the “ Tawan ”, 


Collection of Rates is the job of the land revenue ad¬ 
ministration. 

33. The cost of establishment ms-o-ms receipts for 
1950-51 is as follows : — 

Rs. 

Receipts ... . 2,89,76,214 

Cost of establishment ... 55,32,495 

As regards the cost of collection of Rates, ho separate 
figures are available. Three per cent, of the revenue is 
allowed to Lambardars of villages for collection work. 

34. Arrears of assessment are realized as arrears of 
land revenue. 


Annexure B 
Schedule of Occupier's Rates 


Rate per Acre 

Class Crops _ Per 

Flow Lift 


I 

II 

III 

III- A 

IV 

IV- A 

V 

VI 

VI- A 

VII 

VII- A 

VIII 

IX 

IX* A 

X 

XI 

XII 


Sugarcane (except on kharif channels) 

Sugarcane on kharif channels 
Water nuts 

Rice , .... 

Indigo and other dyes, tobacco, poppy, spices and drugs 

Cotton ........... 

Gardens and orchards and vegetables except turnips .... 

Deleted. 

Wheat, barley and oats (except on kharif channels) , . . . . 

Melons fibres (other than cottons) and all crops not otherwise specified . 
Maize , . 

Oilseeds (except rabi oilseeds on kharif channels) . 



Rs. a. 

P- 

Rs. a. 

P- 


16 8 

0 

8 4 

0 

Crop. 

13 8 

0 

6 12 

0 

Do. 

11 4 

0 

fj 10 

0 

Do. 

9 12 

0 

4 ‘4 

0 

Do, * 

CO 

0 

4 2 

0 

Do. 

6 12 

0 

3 6 

0 

Do, 

0 4 

0 

4 2 

0 

Gardens and orchards 
per half year, the 
rest per crop. 

6 6 

0 

3 3 

0 

Crop* 

7 8 

0 

3 12 

0 

Do. 

6 6 

0 

3 3 

0 

Do. 

6 6 

0 

3 3 

0 

Do. 


All rabi crops on kharif channels (including gardens, orchards, vegetables 300 
and fodders). 


8 o Gardens and orchard 
per half year, 
the rest per crop. 


Deleted. 


Bajra, Gram, Masur and Pulses 


4 14 o 270 Crop. 


Jawar Chenna, Grass which has received two or more waterings and all 3120 
Fodder Crops including turnips. 

(a) Watering for ploughing not followed by a crop in the same or succeeding 1 8 o 

harvest. 


(h) Village and District Board Plantations— 

(i) Any number of waterings in kharif 

( ii) One watering in rabi 

(Hi) Two or more waterings in rabi . 

(r) Grass a single watering in kharif or rabi . 


i 14 o Grass per half year, 

the rest per crop, 

o 12 o Acre. 


180 o 12 o Half year. 

1 8 o o 12 0 Do. 

300 180 Do. 

180 o 12 o Do. 


Not*.—G rass given two or more waterings fall under Class XT. 

Hemp, Indigo, Guara and Jantar ploughed in as green manure before 15th September are not assessed to water rates, 

73—1 T. E. Com. (ND )/55 
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Schedule of Miscellaneous Rates 


Purpose for which supplied 


Rate 


Brick making and pise wall buildings 
Laying concrete and brick or stone masonry 
Metalling roads , 

Consolidation of kacha service roads 

Water supplied in bulk 

Watering roadside or avenue trees 

Sprinkling water on roads in the kharif season 
Sprinkling water on roads in the rabi season . 


Rs. a. 
o 4 
o 3 
15 o 
45 o 

1 8 

3 12 
7 8 
7 8 
15 o 


P* 

6 Per 100 cubic feet, 
o Ditto, 

o Per mile. 

o Per mile per annum for a maximum of 8 waterings in 
the 10 months—-December to September, 

o Per 2,500 cubic feet. 

o per Canal mile of 5,000 feet for kharif crop, 
o Per Canal mile of 5,000 feet for rabi crop, 
o Per mile, 
o Ditto 


Proviso ,—Except within the limits of Civil Stations, Cantonments and Municipalities, no charge shall be made for water used for the manufacture of bricks not subse¬ 
quently burnt in a kiln or for pise wall building, if taken from a water course or tank lawfully supplied from a canal. 

No charge additional to Rs. 45 for flooding per mile should be levied for sprinkling water on kacha service roads. 

No charge will in practice be levied for sprinkling water on roads where the amount of water used is negligible. 

Water supplied in bulk to Municipalities (including Notified Area and Small Town Committees) and other Public Bodies for use by the Public in general for drinking 
and washing purposes (but not for commercial purposes) is to be charged at _the rate of 6,ooo cubic feet perRs. i-8-o. 

No charge shall be made for water used for watering avenue or roadside trees grown by villagers alongside watercourses, field*, and village roads, and within the 
village abadi. 


Stamp Duties 

35. As one of the measures for increasing the revenues 
of the State, Government decided to enhance the rates of 
Stamp Duties and Court Fees. 

The chief documents on which Stamp Duty is levied 
are : — 

1. Deeds of Conveyance. - 

2. Mortgage Deeds. 

3. Lease Deeds. 

4. Adoption Deeds. 

5. Instruments of Partition, 

6. Partnership Deeds, 

7. Security Bonds. 

8. Indemnity Bonds. 

9. Deeds of Conveyance of Mortgaged Property. 

10. Powers of Attorney. 

11. Receipts. 

12. Settlement Deeds. 

13. Release Deeds. 

14. Gifts., 

15. Deeds of Exchange of Property. 

Three Stamp Auditors have been appointed to ensure 
Proper administration of the Indian Stamp Act. Cases 
of evasion of Duty are detected by them and the amount 
recovered with penalty, 

38. The following statements will show the relative 
position of stamp revenue and expenditure since 1948-49, 

Total Expen- Total Receipt 
diture 






Rs. 

Rs. 

,948-49 


* 

> 

93,0000 

40,71,000 

I949-50 

* 

• 


1,10,000 

46,11,000 

1950-51 


• 


b52,ooo 

64,57,000 

1951-53 




1,40,000 

58,55;°°0 

i95 2 " r >3 




1,38,000 

57>75>3°° 

1953-54 




1,47,000 

57,86,800 


The amount of arrears recoverable is not ascertainable 
at present. Deficiency in stamp duty and penalties pointed 
out by the stamp auditors are recovered by the courts 
concerned. 


Tax on Motor Vehicles 

37. A tax on motor vehicles has been imposed under 
the Punjab Motor Vehicles Taxation Act, 1924. The tax 
is required to be paid in equal quarterly instalments 
beginning with the first April. Whoever keeps a motor 
vehicle for use without paying the proper licence fee, be¬ 
comes liable to pay in addition to the arrears, a penalty 
which may extend to twice the amount of the tax. 

38. The tax on various kinds of motor vehicles is levied 
on the following basis : — 

Motor Bicycles and Tricycles—On unladen weight 
under article 1 of the Tax Schedule, 

Goods Vehicles—On unladen weight under Article 
3 of the Tax Schedule. 

Tax Cabs—On seating capacity under article 4 of 
the Tax Schedule, 

State Carriages—On seating capacity under article 
4-A of the Tax Schedule, 

Private Cars—On seating capacity under article 5 
of the Tax Schedule. 


No tax is charged on motor vehicles, including tractors 
used solely for the purpose of agriculture, A person 
keeping a public service vehicle regularly operated over 
a route lying partly in the Punjab and partly in another 
adjoining State is normally made to pay tax in this State 
only when the vehicle is kept in the Punjab and plied 
on periodical trips into the other State, 

Copies of the Punjab Motor Vehicles Taxation Act, 
1924 and of the Schedule have already been supplied to 
the Commission. 

39. No changes in the Punjab Motor Vehicles Taxation 
Act, 1924, have been made during the past few years. No 
changes are under contemplation, pending final decisions 
on the Report of the Motor Vehicles Taxation Enquiry 
Committee. 

40. The rates of levy are prescribed in the attached 
Annexure C. 

41. Under sub-section (1) of section 13 of the Act the 
State Government may by rule or order exempt a person 
or class of persons from liability to pay the whole or part 
of the tax in respect of any motor vehicles or class of 
motor vehicles, and may in like manner exclude 
any motor vehicle or class of motor vehicles 
from the operation of the Act. Under sub-section 
(5) ibid , motor vehicles used solely for the purpose of 
agriculture are excluded from the operation of this Act. 

Under rule 8 of the Punjab Motor Vehicles Taxation 
Rules, 1925, motor vehicles of the following classes ara 
exempt from the tax to the extent specified below : — 

(i) Motor vehicles owned and kept for use by the 
departments of the Central or Provincial Gov- 
ernment^—Total exemption. 









575 


(ii) Motor Vehicles owned and kept for use by any 
local authority situated within the Punjab— 
Total exemption. 

(iii) Motor Vehicles owned by the Manager of a 
school and kept for the sole use of conveying 
pupils to and from school—Total exemption. 

(iv) Motor Vehicles classed as ambulances and kept 
for the sole use of conveying patients to and 
from the hospital—Total exemption. 

(v) Motor Vehicles temporarily brought into the 
Punjab and kept for use therein for a period not 
exceeding thirty days—Total exemption. 

This exemption does not apply to transport vehicles 
registered in the Uttar Pradesh and to transport 
vehicles normally operating on a route lying 
partly in an adjoining State and partly in this 
State. No exemption is granted unless a tax has 
been paid to another State Government for the 
period for which exemption is claimed, or unless 
the owner resides in an area where no tax on 
motor vehicle is levied. 

(vi) Motor Vehicles imported under a Triptyque or 
Carnet'de Passage and temporarily brought into 
the Punjab—Total exemption for the first thirty 
days of their being in the Punjab. 

(vii) Motor vehicles exempted under the Auxiliary 
Force Act, 1920, the Indian Territorial Force Act, 
1920, or any other law for the time being in 
force—Total exemption. 

(viii) Motor vehicles kept exclusively for use as 
hearses—Total exemption. 

(ix) Motor vehicles purchased to replace those trans¬ 
ferred to the Defence Department—Full exemp- 
tion for the quarter during which the vehicle is 
registered, and in respect of the next following 
quarter exemption to the extent of the fee paid 
for the registration of the vehicle, provided the 
new vehicle is purchased within twelve months 
of the transfer of the original vehicle of the 
Defence Department. 

(x) Vehicles used on the authority of a trade certi¬ 
ficate and for one of the purposes mentioned in 
rule 3-27 of the Punjab Motor Vehicles Rules, 
1940—Total exemption. 

Total exemption for the quarter during which any 
such vehicle is so imported provided that it has 
been taxed for the same quarter in any other 
State. 


For other exemptions or deductions, a reference is 
invited to sub-sections (2) to (4) of Section 13 of the 
Punjab Motor Vehicles Taxation Act, 1924, and Rules 
8(B) to 12 of the Punjab Motor Vehicles Rules, 1925. The 
provision relating to exemptions and deductions have 
been in force for a considerable number of years, but the 
effect of these on revenue has not been estimated. 


42. The tax on motor vehicles is assessed and collected 
by the Licensing Officers at the district headquarters. In 
the discharge of their functions, these officers are guided 
by the instructions issued from time to time by the Trans¬ 
port Department. Under the present system any person 
aggrieved by an order relating to the assessment, impo¬ 
sition, or recovery of the tax or penalty can file an 
appeal within a period of 30 days from the date of such 
order to the Collector, if the order is of a Licensing 
Officer and to the Commissioner if it has been passed 
by the Collector. The appellate order of the Collector or 
Commissioner, as the case may be is final and conclusive. 


43. The charges of collection and the figures of the 
receipts during the previous years are given in the table 
below ;—- 



Charges of 

Receipts from 


collection 

tax under the 
Punjab Motor 
Vehicles Tax¬ 
ation Act, 

1924. 


Rs. 

Rs, 

1947-48 (15th August 1947 to 31st 
March 1948). 

4-363 

9,i43 

l94 8 -49 '. 

*2-53* 

9>33>4°* 

*949'5°. 

12,720 

n.70 383 



Charges of 

Receipts from 


collection 

tax under the 
Punjab Motor 
Vehicles Tax¬ 
ation Act, 

1924* 


Rs. 

Rs. 

1950-51 . . . , 

i4»558 

**.96,353 

195^52 • 

15,268 

*2,82,508 

Revised Estimate, 1952-53 

. 17,010 

12,78,990 

Budget Estimate, 1953-54 

* 9 * 59 ° 

13,12,630 


N. B.—The figures of receipts do not include fees etc. under the Motor Ve¬ 
hicles Act, 1939. 


No improvement is contemplated at present in the 
manner of collection or of administration of the tax. It 
is collected in easy instalments on quarterly basis, and 
there is no inconvenience to the tax payer. 


The trend of receipts is towards a gradual increase, 
which is due to the increase in the number of vehicles. 


44. After the partition, suitable steps could not be 
taken in time to verify whether the motor vehicles 
previously paying taxes continued to be kept in this 
State or were removed to Pakistan or to other States in 
India, The Licensing Officers, therefore, showed very 
heavy amounts to be recovered as arrears. Gradually it 
has been possible to make the necessary verifications and 
adequate steps have been taken to recover arrears in a 
large number of cases in which vehicles were kept in this 
State. 


45. Evasion or avoidance of the tax is negligible. Ade¬ 
quate measures have been taken for prevention and 
detection of such cases. The provisions for penalty in 
cases of neglect or refusal to pay the amount of tax has 
had a deterrent effect. 


For the purposes of detection of cases of evasion and 
avoidance of tax, quarterly hold-ups are arranged and 
the vehicles not displaying the valid tax token are dealt 
with under the law. 


46. The Motor Vehicles Taxation Enquiry Committee 
was appointed by the Government of India in April, 1950* 
to make a scientific examination of the existing system 
of taxation on motor vehicles, and to bring about uni¬ 
formity in the basis as well as the level of taxation. 
The rates recommended by the Committee are compared 
with the existing rates in Annexure C. The recommenda¬ 
tions of the Committee were considered in the 12th 
meeting of the Transport Advisory Council held in April 
1951. The Council decided that the Madras rates should 
provide the ceiling but that the scale should be in con¬ 
formity with that recommended by the Motor Vehicles 
Taxation Enquiry Committee. This decision was accepted 
by the Punjab Government subject to the following 
conditions : — 


(a) The Madras ceilings are too high and will prove 
impracticable in the foreseable future. 

(b) The rates of tax proposed by the Motor Vehi¬ 
cles Taxation Enquiry Committee are accept¬ 
able subject to the rate for buses reduced to Rs. 
1,200 per annum for a thirty-seater bus, with 
an additional charge of Rs. 100 per annum for 
each additional seat. Corresponding changes 
in the scale of rate for buses having less seat¬ 
ing capacity will be necessary. 


(c) The acceptance of the above rates is subject to 
the condition that the recommendations of the 
Transport Advisory Council for bringing about 
uniform petrol prices throughout India and for 
levying a freight pooling cess of Re. 0-1-6 per 
gallon are accepted. 


Subsequently the Technical Committee of the Trans¬ 
port Advisory Council suggested fresh ceilings in regard 
to the rates of the motor vehicle tax. The Madras rates 
as well as these ceilings have been shown at Annexure 
C. 
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Annexure C 


Class of Vehicle 


Comparative statement showing the various rates of Motor Vehicles Tax 

(All rates are on annual basis)___ 

Rates according to 

Taxation Committee Ceiling rates proposed 

Existing rates in the report and rates ac- Rates as in force in by the Technical 


Punjab 


cepted by the Pun¬ 
jab Government 


Madras State 


Committee 



t Motor Cycle (Not exceeding 200 lbs.) 15 


Rs. 

18 flat rate. 


Below 3J H. P.T36 
without sidej yeai 
car. 


35 (two -whether 
motor cycles). 


2 Motor Cycle (exceeding 200 lbs.) 


18 flat rate. 


Below 3i H.P. 
with side-car; 
Si H. P. or 
above with 
or without 
side car. 


50 (two-wheeler om- 
tor cycles with 
sidecar or trailer). 


3 With side-car or trailer 

4 Tricycles 

5 Invalid carriages . 


10 in addition 
40 
5 


24 flat rate. 


50 (Tricycles). 

35 (Invalidcarriages). 


6 Motor cars (not more than 3 seats) 


MOTOR CARS 

60 (unladen weight 75 
2,500 lbs.) 


7 Motor cars (sealing not more than 4 
persons). 


80 (unladen weight 100 
3,000 lbs.). 


0 Motor cars (seating not more than 
5 persons). 


IOO (unladen weight 1:25 
3,500 lbs.) 


9 Motor cars (seating not more than 6 
persons). 

10 Goods vehicles (not exceeding 12 

cwt. weight unladen). 

11 Goods vehicles (between 12 cwt. and 

1 ton weight unladen). 

12 Goods vehicles (between one ton and 

two tons weight unladen). 

13 Goods vehicles (exceeding 2 tons but 

not exceeding 3 tons weight un¬ 
laden). 

14 Goods vehicles (between 3 and 4 

tons weight unladen). 


weight unladen 

16 Contract carriages (four seats) 
Contract carriages (five seats) 
Contract carriages (six seats) 
Contract carriages (seven seat s) 


120 

(unladen weight 

4,500 lbs.) 

175 

156 

165 

25 

(laden weight 

10,600 lbs.) 

600 

1,172 

1,200 

37/s/* 

■ (laden weight 

11,900 lbs.). 

660 

1,172 

1,280 

75 

(laden weight 

14,500 lbs.). 

810 

1,440 

1,480 

200 

(laden weight 

15,900 lbs). 

900 

i ,440 

1,600 

300 

(laden weight 

17,920 lbs.). 

1,020 

1,708 

1,760 

400 

(laden weight 

17,920 lbs.) 

1,020 

1,708 

1,760 

50 


400 

300 

4O0 

75 


450 

300 

600 

75 


500 

600 

720 

81 


600 

840 

840 


Note .— The above 

rates have been 
accepted by the 
Punjab Govern¬ 
ment. The rates 
proposed in the 
rase of public 
service vehicles 
are given below. 


Xote ,—These figures 
have been arrived at 
on tiie assumption 
that the unladen 
weight exceeds 2,500 
lbs. 
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1 

2 



3 

4 

5 

6 

17 Public Service Vehicles (Stage Car¬ 
riage)— 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 




(Accepted by Punjab 
Government.) 




18-seeter 



50 

800 

1,400 

2,160 

2,160 

20-seater 



50 

880 

1,560 

2,400 

2,400 

21-scater 



56 

920 

1,640 

2,520 

2,520 

22-seater 



62 

960 

1,720 

2,640 

2,640 

23-seater 



68 

1,000 

1,800 

3,760 

2,760 

24-seater 



74 

1,040 

1,880 

2,880 

2,880 

25-seater 



80 

1,080 

, 1,960 

3,000 

3,000 

26-scater 



86 

1,120 

2,040 

3,120 

r 

3,120 

27-seater 



92 

1,140 

2,100 

3.240 

3,240 

28-scatcr 



98 

l,l60 

2,l6o 

3.360 

3,360 

29-seater 



104 

I,l8o 

2,220 

3.480 

3,480 

30-seater 



110 

1,200 

2,280 

3,600 

3,600 

31 -sea ter 



116 

1,300 

2)34° 

3.720 

3,720 

32-seater 


- 

122 

1,400 

2,400 

3.840 

3,840 

. More than 32-seater 700 


33-seater 

1,500 

2,440 

3,960 

3,900 




34-seater 

1,600 

2,480 

4,080 

3,960 




35-seater 

1,700 

2,520 

4,200 

4,020 




36-seater 

1,800 

2,560 

4,320 

4,080 




37-seater 

1,90° 

2,600 

4,040 

4,140 




38-seater 

2,000 

2,640 

4,560 

4,200 




39-seater 

2,100 

2,68o 

4,680 

4,260 




40-seater 

2,200 

2,720 

4,800 

4,320 


Entertainment Tax 

47, The Punjab Entertainments Duty Act, 1936, was 
enforced on the 1st February 1937. It provides for taxa¬ 
tion of all entertainments, to which admission is on pay¬ 
ment, and which are held in specified local areas in the 
State. The tax is leviable even on complimentary tickets 
given free. Though the tax is generally paid in advance 
by means of adhesive stamps, the law also provides for 
its payment through a consolidated payment of a per¬ 
centage, to be fixed by the State Government, of the 
gross receipts received by the proprietor; or in accor¬ 
dance with the number of visitors or the returns of pay¬ 
ments for admission. With the exception of one enter¬ 
tainment house now, all others pay the tax by means 
of adhesive stamps. In order to ensure that there is no 
evasion, the Excise and Taxation Department carries out 
a regular check of each and every entertainment house. 
Prior to 1946, the administration of the Act was entrusted 
to the Excise Inspectorate staff under the supervision of 


Deputy Commissioners of the districts working as Col¬ 
lectors. After the amalgamation of the Excise and Taxa¬ 
tion Departments into one Department in 1946, the 
duties under the Act were entrusted to the Taxation 
Inspectorate staff under the supervision of the Excise 
and Taxation Officer of the district, and the powers of 
the Collector under the Act, were entrusted to the Di¬ 
visional Officers of the Department, called the Deputy 
Excise and Taxation Commissioners. The Punjab En¬ 
tertainments Duty Act, 1936, has not so far been am¬ 
ended to any considerable extent, except for minor am¬ 
endments made in 1939 and 1941. Since the tax is pre¬ 
paid by means of adhesive stamps, there is no provision 
for assessment, appeal or revision. A comprehensive 
Entertainments Duty Bill, based on the best points, 
culled from the various Entertainment Tax Acts in 
force in different States, has been prepared and is 
under the consideration of Government for enactment 
into a law. 
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48 . The different rates of duty in force in the State from 1937 onwards are given below : — 


Payment excluding the tax 


Rates of entertainments duty on 


ist nth ist April 13th April 

February November 1948 I 95 1 on “ 

1937 '939 wards 


Below annas 4 **•♦•*♦* 

Exceeding four annas but not exceeding eight annas 

Exceeding eight annas but not exceeding one rupee 

Exceeding one rupee but not exceeding two rupees 

Exceeding two rupees but not exceeding three rupees 

Exceeding three rupees but not exceeding four rupees 

Exceeding four rupees but not exceeding five rupees 

Exceeding five rupees but not exceeding seven rupees and eight annas 

Exceeding seven rupees and eight annas but not exceeding ten rupees 

For every five rupees or part thereof in excess ot the first ten rupees 


Rs. 

a. 

P* 

Rs. 

a. 

P* 

Rs. 

a. 

P- 

Rs. 

a. 

P 

Nil 



0 

0 

6 

0 

1 

0 

0 

1 

0 

0 

1 

0 

0 

1 

0 

0 

2 

0 

0 

2 

0 

0 

2 

0 

O 

2 

0 

0 

3 

0 

0 

4 

0 

0 

4 

0 

0 

4 

0 

0 

6 

0 

0 

8 

0 

0 

6 

0 

0 

6 

0 

0 

9 

0 

0 

12 

0 

0 

8 

0 

0 

8 

0 

0 

12 

0 

1 

0 

0 

0 

12 

0 

0 

12 

0 

1 

2 

0 

1 

4 

0 

X 

0 

0 

I 

0 

0 

1 

8 

0 

1 

14 

0 

1 

8 

0 

I 

8 

0 

2 

4 

0 

2 

8 

0 

1 

0 

0 

I 

0 

0 

1 

8 

0 

1 

8 

0 


It would be seen that only a nominal increase in the tax 
was effected from November 1939. The tax was raised 
by 100 per cent, on entertainment tickets of up to 8 
annas, and by 50 per cent, on tickets exceeding 8 annas, 
from the 1st April 1948. Again, from the 13th April 1951, 
the rates of duty on tickets exceeding 8 annas were 
further increased by about 33 per cent. The increase in 
the rates of duty resulted in increase in revenue, which 
would be seen from the following table : — 



Financial year 

Receipts from 
Entertain¬ 
ment Tax 

1947-48 (15th August 1947 to March 1948) 

(Rupee# in thousands) 
2,89 

1948-49 • 


n.89 

1949-50 • 


15,78 

1950-51 


16,81 

1951-52 • 


20,17 

1952-53 • 


19.35 

1953-54 (Budget Estimates) 

19,01 


49. The following list gives the entertainments/persons 
that are exempt from the tax : — 

(i) Horse Race Meetings. 

(ii) Horse Shows. 

(iii) Polo Matches. 

(iv) All entertainments held in certain specified 
buildings, owned by the Defence Department, 
situated in certain Cantonment Areas. 

(v) Soldiers, Sailors and Airmen in the Uniform. 

(vi) All performances held on the premises of educa¬ 
tional institutions or in a place of entertain¬ 
ments on lease or otherwise, in which the 
majority of the participants belong to the Insti¬ 
tution concerned. 

(vii) All shows consisting of news reels, documentary 
films and other films released and organized by 
the Publicity Department, Punjab, for school 
boys. 

Most of the above exemptions were granted in the 
United Punjab, and have continued. The first three items 
were exempt from the tax as a concession, perhaps, to 
aristocracy. There is, however, no justification now for 
the continuance of these exemptions. But as their with¬ 
drawal would not add materially to revenue the exemp¬ 
tions have continued to exist. As regards item No. (iv), 


the position has greatly changed now, and the exempted 
entertainment houses are admitting more civilians than 
military personnel. It has, therefore, been proposed to 
withdraw this exemption. Items (v), (vi) and (vii) con¬ 
cern Defence Personnel and Education ; and exemptions 
granted under these have not been withdrawn. 

Besides the exemptions enumerated above, ad hoc 
exemptions are also allowed by the Collector in cases 
where he is satisfied that the whole of the net proceeds 
of an entertainment are to be devoted to philanthropic, 
charitable, educational or scientific purposes. The State 
Government have also the right to exempt any enter¬ 
tainment or class of entertainments from liability to 
entertainments duty, and this power has been used from 
time to time to allow exemptions to certain deserving 
entertainments* 

Statistics are not available to indicate as to what has 
been the extent of the loss in revenue by the grant of 
the exemptions from the tax, but it is estimated that 
Government are losing a revenue of about rupees one 
lac per annum on this account. 

50. The tax is administered by the Taxation Inspec¬ 
torate staff and the Excise and Taxation Officers. There 
is no separate staff earmarked for its administration. The 
tax is paid by use of stamps, which are purchased by 
the proprietors of entertainment houses. There have been 
no complaints from the taxpayers against the levy. As 
the tax is paid in advance, there are no arrears. If, how¬ 
ever, any amount remains outstanding, it can be recover¬ 
ed as arrears of land revenue, 

51. That there is a certain measure of evasion and 
avoidance of tax cannot be denied. The principal methods 
of tax evasion, which have come to notice, are mentioned 
below : — 

(i) It has been noticed that the proprietors of enter¬ 
tainment houses set apart certain boxes and 
price the seats in such boxes at the lowest * 
denomination at annas 4 per seat, on which a 
nominal tax of one anna is payable. These 
boxes are reserved either for themselves or for 
their friends. The normal rate of admission for 
similar seats varies from Rs. 3 to Rs. 5. The 
minimum tax payable according to the existing 
Schedule would be annas 12 upwards. The tax 
evasion on this account may be estimated at 
a large sum of money. This evasion has exist¬ 
ed because the administration has no legal 
power to control or approve the rates of 
admission. 

(ii) Cases have been detected in which used stamps 
were re-used. The only way to stop this is to 
carry out a constant checking of the entertain¬ 
ment houses by the Excise and Taxation Depart¬ 
ment to ensure destruction of defaced stamps. 
This is being done now, and it is estimated that 
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evasion on this account has been considerably 
eliminated. 

(iii) To avoid detection, some entertainment houses 
use double sets of ticket books. Further, some¬ 
times the Gate Keepers at the entertainment 
houses charged with the duty of collecting and 
tearing off the tickets into two parts and thus 
defacing the adhesive stamps, do not do so. 
Instead, they return the entire tickets to the 
Booking Clerks what are re-sold. The way to 
eliminate this is periodical surprise checks by 
the Taxation Inspectorate staff. 

It is not possible to give any accurate estimate of the 
loss of revenue involved under each of the above forms 
of evasion, though it can be said with some measure of 
accuracy that the overall evasion of tax amounts to 
about two lac rupees per sum. The best way to eliminate 
this evasion would be to tighten the administrative con¬ 
trol over the entertainment houses. A comprehensive 
Entertainments Duty Bill is being prepared to deal with 
evasion. 

Betting Tax 

52. This tax is not levied in the Punjab. 

Prize Competition Tax 

53. This tax is not levied in the State. 

Tax on Electricity 

54. This tax is not levied in the Punjab. 

The Punjab Urban Immovable Property Tax 

55. The Punjab Urban Immovable Property Tax Act, 
1940, was enforced in certain towns of undivided Pun¬ 
jab with effect from the 1st April 1941. It was essentially 
a war measure meant to increase the revenues. The Tax 
proved to be a very useful source of revenue, and has, 
therefore, continued to the present day. 

The main feature of the Punjab Urban Immovable 
Property Tax Act, 1940, is that all buildings and lands 
situated in certain towns (called rating areas under the 
Act), are liable to tax at a rate not exceeding 20 per cent, 
of the annual value of such buildings and lands. How¬ 
ever, no tax is leviable on buildings and lands, the annual 
value of which does not exceed Rs. 240 (Rs, 300 in the 
case of the rating area of Simla), unless an owner owns 
more than one building or piece of land in the same 
rating area, in which case his liability to taxation would 
be determined by the aggregate annual value of all such 
buildings and lands owned by him. It is a tax on the 
value of the building or land, as distinct from the annual 
income that may or may not accrue from the property. 
As such the tax is leviable even on properties, which are 
self-occupied or remain vacant. Under section 5 of the 
Act, the annual value of any land or building is ascer¬ 
tained by estimating the gross annual rent at which such 
land or building might reasonably be expected to be let 
out. The following allowances are made in the annual 
rental value 

(a) an allowance, not exceeding twenty per cent, of 
the gross annual rent for the furniture let with 
any such building; 

(b) an allowance of* ten per cent, for the cost of 
repairs and other essential expenses ; and 

(c) any land revenue actually paid in respect of such 
building or land. 

When it has been decided to subject any town to 
property tax, a Valuation List of the entire town is 
prepared according to the rules made under the Act. All 
these assessments are made on a quinquennial basis, A 
Valuation List remains valid for a period of five years, 
unless Government chooses either to curtail or to extend 
the life of a particular Valuation List by a period of 
six months to an year. The tax thus levied on an annual 
basis is payable half-yearly in two instalments. If an 
assessee fails to pay the tax within the time allowed 
under the Tax Rules, a penalty not exceeding one-fourth 
of the amount of the tax that remains unpaid is levied. 
If any amount of tax or penalty remains outstanding 
for a long period the entire amount can be recovered as 
arrears of land revenue. The tax can also be recovered 
direct from the tenants of the defaulter-owner, who are 
given corresponding rebate in rent. 

Before the tax is levied for the first time, every owner 
has the right to file an objection against the assessment, 
and in case he is not satisfied with the disposal of his 
objection, he has a right to appeal to the Deputy Excise 
and Taxation Commissioner. The Excise and Taxation 
Commissioner, Punjab, is the final revising authority 
under the Act, and he can take action either suo motu 
or on an application made to him. All matters arising 


out of the administration of the Act, are outside the 
jurisdiction of Civil Courts. 

56. Apart from a few procedural amendments made 
in the Act from time to time, no fundamental change 
has been made so far. However, as considerable arrears 
of tax are left at the close of each financial year, Gov¬ 
ernment have under consideration a proposal to amend 
the Act so as to increase the tax by 25 per cent, and 
allow rebate of 20 per cent, to assessees, who make pay¬ 
ment in time. This would be an important amendment 
and if accepted by the State Legislature, would consider¬ 
ably reduce the arrears. 

57. During the World War II, and for a period of one 
year thereafter, the State Government had a right to levy 
a surcharge at a rate not exceeding 50 per cent, of the 
rate of tax. The different rates of tax and surcharge that 
have been levied in the State at different times are given 
below ; — 


With effect from 

Rate of tax 

Rate of 
surcharge 


(per cent.) 

(per cent). 

1st April 1941 .... 

2*5 

1*25 

ist April 1942 .... 

5 

2*5 

1st April 1946 .... 

7*5 


1 st April 1948 onwards . 

10 



The above rates of tax are uniform for all buildings 
lands within the rating area. The main reason for pro¬ 
gressively increasing the rate of tax has been the need 
for more revenue, particularly after the Partition when 
the State found its financial position very precarious. 
The following table gives the revenue from the tax :—■ 


Financial year Net receipts 

Rs, 

1947- 48 (from 15th August 1947 to 31st March 1948) 5*55*863 

194 8 - 49.13,96,014 

1949 - 50 .23,30,655 

1950- 51.* 29,22,687 

1951- 52 .32*32,085 

1952- 53 35>75j 10 3 

1953- 54 (Budget estimates) .... 39*49,300 


Apart from the increase resulting from higher rates, 
the following factors have also contributed towards 
raising the yield : — 

(i) At the time of Partition, there were only 29 
rating areas situated in Punjab (India), This 
number has been steadily increasing, and during 
the current year there are as many as 72 such 
areas. The Act has now been extended to most 
of areas, considered suitable for this levy; and 
it is not anticipated that there would be any 
further substantial increase in revenue on this 
account, 

(ii) As a result of World War II and the Partition 
an acute shortage of houses made itself felt. This 
resulted in a general increase in rents, with the 
result that every reassessment of urban property 
yielded more revenue. 

(iii) The increase in rents led to large scale construc¬ 
tion of new houses which in turn yielded fresh 
revenue. 

(iv) In furtherence of the Rehabilitation Scheme, the 
Punjab Government built a number of new town¬ 
ships. These properties are now being brought 
under taxation, and it is anticipated that in 
future, an increase to the extent of about one 
lac rupees per annum may be expected on this 
account. 

58. Apart from the non-taxable properties (he. proper¬ 
ties with annual value below the minimum limit pres¬ 
cribed by the Act) the following are also exempt from 
taxation : — 

(a) Properties vesting in the Union Government or 
the State Government, 

(b) Properties owned or administered by a Local 
Body or a District Board when used exclusively 
for public purposes. 

(c) Properties used exclusively for educational pur¬ 
poses, such as schools, boarding houses, hostels, 
and libraries, etc. 
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(d) Public parks and other play grounds, which are 
open to the public. 

(e) Properties used exclusively for public worship 
or public charity. 

(f) Properties belonging to religious or charitable 

institutions, which are rented out provided the 
rent derived from such properties is spent ex¬ 
clusively on religious purposes or on such charit¬ 
able purposes, as have been prescribed under 
the rules. 

(g) Buildings and lands used for the purpose of a 
factory, provided the factory owner and the 
owner of the premises are one and the same 
person, and a manufacturing process involving 
the use of power is being and has been carried 
on therein for a continuous period of six months 
(or in the case of a seasonal factory since the 
commencement of the working season), This 
exemption, however, does not cover godowns 
outside the factory compound or other parts of 
the factory in which the employees or other 
persons reside, 

(h) Apart from the exemptions mentioned above, the 
State Government have been empowered to 
exempt any personal property from the levy 
of the tax they may consider fit. This power has 
been very rarely used. 


Tax on Goods and Passengers 

61. The Punjab Passengers and Goods Taxation Act, 
1952, was enforced in the Punjab on the 1st September 
1952, It provides for the levy of a tax on passengers and 
goods carried by motor vehicles. 

It is an indirect tax, and its incidence falls on passen¬ 
gers and goods carried by road. 

These are taxed at the rate of one pie per anna value 
of the fare or freight, as the case may be, subject to 
a minimum of three pies, the amount being calculated 
to the nearest whole pice (three pies). 

As the State of the Punjab is not a campact block, but 
has enclaves of PEPSU and Himachal Pradesh in it, it 
was necessary to make the following provisions : — 

“Section 3(3)“Where passengers are carried or goods 
transported by a motor vehicle from any place 
outside the State to any place within the State, 
or from any place within the State to any place 
outside the State, the tax shall be payable in 
respect of the distance covered within the State 
at the rate laid down in sub-section (1) and shall 
be calculated on such amount as bears the same 
proportion to the total fare or freight as the 
distance covered in the State bears to the total 
distance of the journey: 


Exact statistics about revenue forgone as a result of 
these exemptions are not available, though it may be 
mentioned that during 1952-53 alone 170 such institutions 
assessed to an annual tax of Rs, 47,212 were exempt 
from the payment of the tax. 

59. The administrative machinery set-up to administer 
the Act consists of the Excise and Taxation Commis¬ 
sioner who is the final revising authority under the Act. 
He is assisted by the two Deputy Excise and Taxation 
Commissioners, whose main duties under the Act are 
to hear appeals against the orders of the District Officers, 
who act as Assessing Authorities, and to grant exemp¬ 
tions after proper scrutiny. The original assessment is 
made by the Excise and Taxation Officer himself. There 
is no separate staff, meant exclusively for the administra¬ 
tion of the Act. It is, therefore, not possible to indicate 
the cost of collection incurred in connection with this 
particular tax. 

60. The arrears of property tax as they stood on the 
1st April 1953, were as under : — 

Rs. 

Amount due from non-Muslims . . » 2,38,368 

Amount due from Muslim evacuees , 12,53,042 


Provided that where passengers are carried or goods 
transported by a motor vehicle from any place 
within the State to any other place within the 
State, through the intervening territory of ano¬ 
ther State, the tax shall be levied on the full 
amount of the fare or freight payable for the 
entire journey and the owner shall issue a 
single ticket’ or receipt, as the case amy be, 
accordingly," 

The tax is to be collected by the owner of the motor 
vehicle and paid to the State Government (Section 4). 

62. To begin with, the tax was collected by the owners 
of motor vehicles in cash and paid into the Government 
treasury within 7 days of the close of the month. It was, 
however, felt that there was some leakage of revenue 
in this system of collection. From the 1st of July, 1953, 
the system has been replaced by stamps, according to 
which the owner has to affix a stamp of the value of 
the tax on the ticket. There has been some agitation from 
the operators on this charge-over. The agitation is based 
on the plea that the new system entails more labour and 
is unworkable. The practicability of the system has been 
tested by the officers of the Department and demon¬ 
strated to the operators, The agitation springs really 
from the tightening grip of the administration on evasion. 


Total . 14,91,410 


The arrears from the non-Muslims would diminish 
considerably with the amendment of the Act as men¬ 
tioned earlier. As regards recovery of arrears due from 
Muslim evacuees, nothing can be said with certainty. The 
Punjab Government have been trying to induce the 
Government of India to pay taxes on all the evacuee 
properties out of the evacuee property pool, but their 
efforts have met with no success so far. The financial 
position of the State Government does not permit it to 
forego this huge amount. Every year, a sum of about 
six lacs rupees as tax on Muslim evacuee properties goes 
into arrears. Government of India have authorised the 
Custodian to pay the arrears of tax and other charges 
due to the Local Bodies on all the evacuee properties 
within their jurisdiction and it is not understood why 
discriminatory treatment should be meted out in respect 
of urban property. 


63. The vehicles affected by the Acts are : — 

(i) Stage-carriages, ie, buses; Jiii Contract carriages, 
i.e. taxes ; and (iii) Public carriers, i.e. trucks. In respect 
of (i) and (ii), the tax is collected through stamps. In 
respect of (iii), it was contended that" because public 
carriers are mostly owned by individual owners, who 
were generally owner-ctrm-drivers, it was not possible 
for them to maintain correct account of their income. 
In this case, Government, therefore, fixed a lump sum 
by way of tax payable every quarter, as per details 
given below : — 

(a) Rs, 360 per annum per public carrier, other than 
one plying on hill routes or under counter- 
signatures of the authorities in the adjoining 
States ; 

<b) Rs. 540 per annum per public carrier plying on 
hill routes or under countersignatures of the 
authorities in the adjoining States. 


60-a. The principal methods adopted to evade this tax 
are as under : — 

(i) Property owners, who own more than one 
property, which individually are non-taxable, 
but the aggregate annual value of which is liable 
to tax, have their properties recorded in the 
ownership of different persons. The evasion on 
this account does not, however, exist on any 
large scale. Exact figures are not available to 
indicate as to how much revenue is lost through 
this type of evasion. 

(ii) The extent of liability of a property-owner is 
determined by the annual value of the property, 
ascertained with reference to the gross annual 
rental value. Instances are not unknown where 
the tenants have colluded with the owners, or 
the owners with the Taxation staff to under¬ 
state the amount of rent. Evasion of this type 
also is, however, not of substantial importance. 


64. Section 10 of the Act provides that the State Gov¬ 
ernment may by general or special order exempt an 
owner from the operation of any or of all the provisions 
of this Act. So far no exemption has been granted. 

65. The Act is administered by the Excise and Taxa¬ 
tion Department, There are only two separate officers of 
the rank of District Excise and Taxation Officers in the 
grade of Rs, 250—25—750 and 26 Taxation Sub-Inspec¬ 
tors in the grade of Rs. 80-5-140-6-170, separately 
sanctioned for this Act. This staff is, however, fitted in 
the overall set-up of the Department. It is, therefore, 
not possible to give the cost of administration separately 
for this Act. 

The incidence of the tax being nominal, there has been 
no substantial complaint from the real-tax-payer, al¬ 
though the operator who is a collecting agency has been 
complaining against the imposition. In order to ensure 
efficient administration and to prevent evasion, the 
original system of cash collection, has been replaced by 
the stamp system. The new system is almost food proof. 
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66. Originally, the Act was estimated to yield Govern¬ 
ment an annual revenue of about Rs. 32 lakhs Actual 
operation of the Act, however, shows brighter results as 
the following collections will show:— 


Rs. 

(t) 1952-53 (1st September 1952 to 31st March 19,68,205 
1953 )- 

(«) 1953-54 (Budget figures) . . . 42,01,000 


67. There are no arrears under the Act, nor is there 
chance of any amount going into arrears under this 
system of collection. 


Tax on 

Motor Spirit 

68. A separate Act called the Punjab Motor Spirit 
(Taxation of Sales) Act, 1939 , for imposing a tax on the 
retail sale of motor spirit in the Punjab came into force 
in April, 1939 . A retail dealer is one who sells any motor 
spirit, on commission or otherwise, to a consumer or to 
any other person for any purpose other than re-sale. The 
following tax-rates have been fixed at different times 
in the past : — 

With effect from 

Rate of tax per im¬ 
perial gallon. - 

(») April, 1939 

One anna three pies. 

(«) November, 1942 

. One anna six pies. 

(m) April, 1948 

. Three annas. 

In April, 1948 , the rate of tax was thus doubled. The 
following statement gives net receipts from this tax in 
different years since the Partition : — 


(Rupees in thousands.) 

Financial year 

Receipts 

1947-48 (with effect from 15th August 1947) . 1*77 

1948-49 . 

7.69 

1949-50 . . . . 

9 > 7 ° 

1950-51 . 

I 5>32 

1951-52 

22>47 

i 95 2 -53 

21,47 

1 953*54 (Budget Estimates) 

*1,48 


There has been a steep increase in receipts, which is 
accounted for mainly by the easing of the petrol posi¬ 
tion, and the general economic betterment of the State* 

69. Every retail dealer, who sells motor spirit is 
licensed by the Excise and Taxation Officer, who exer¬ 
cises the powers of a Petrol Taxation Officer. Where a 
dealer has more than one retail selling point in the State, 
the licence is granted by the Excise and Taxation Com¬ 
missioner, The licence fee is nominal, and the object of 
licensing is just to tighten administrative control so as 
to avoid evasion. Every licensee deposits his tax in the 
treasury on a monthly basis within twenty-one days of 
the close of month. The tax has never fallen in 
arrears, and there are no practical difficulties in the way 
of its collection. The administration is vested with 
enough powers to suspend or cancel a licence of a petrol 
dealer in case he does not abide by the conditions of the 
license. Further, if any tax under the Act is not paid 
within the time specially allowed by the Petrol Taxa¬ 
tion Officer, a penalty not exceeding the amount of tax 
due, can be levied. 

70. The administration of the Act is in the hands of 
the Excise and Taxation Department and the Excise and 
Taxation Commissioner. Punjab, exercises final revi- 
sional powers. The appellate powers are in the hands of 
the Deputy Excise and Taxation Commissioners of the 
two Divisions. The Taxation Inspectorate Staff, whose 
work is supervised by the Excise and Taxation Officer 
of the district working as the Petrol Taxation Officer, 
administers the Act in the districts. There is no separate 
cost of collection of this tax. 

71 . This is one of those simple, easy and convenient 
fiscal statutes, which leave very little room for evasion. 
Whatever tax avoidance is there, is due to the fact that 
in certain adjoining States, there is either no tax or the 
tax is levied at a lower rate. As for instance, in the 
State of Delhi, the tax has been only recently levied 
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under the General Sales Tax Act at the rate of half 
an anna per rupee, which works out to less than one 
anna and six pies per imperial gallon as against three 
annas in the Punjab. The stage-carriages operating on 
routes leading to and from Delhi prefer to buy their 
requirements of motor spirit from there. It would be 
desirable if there are uniform rates of tax in contiguous 
States. 

Tax on Forward Contracts 

72. The Punjab Forward Contracts Tax Act came into 
force on the 1st July, 1951, It is an Act to provide for 
the levy of a tax on forward contracts in the State. The 
validity of the Act was questioned in the Punjab High 
Court on the ground that tax on forward contracts is not 
within the competence of the State Government. The 
High Court, however, held that the tax was within the 
jurisdiction of the State. 

‘Forward Contract’ is defined in Section 2(d) as “ an 
agreement, oral or written, for the sale of goods on a 
future date but on the basis of which actual delivery 
of goods is not made or taken but only the difference 
between the price of the goods agreed upon and that 
prevailing on the date mentioned in the agreement or 
any other date is paid or received by the parties ”, ‘Sale ’ 
is defined as “ the final settlement in respect of an agree¬ 
ment to sell goods mentioned in a forward contract, and 
it shall be deemed to have been completed on the date 
originally fixed in the forward contract for this purpose 
or any other date on which the final settlement is made *\ 

Under Section 5 of this Act, every dealer shall be 
liable to pay the tax as long as he continues his business 
in forward contracts, Such a dealer must get himself 
registered with the Assessing Authority of the district in 
which his place of business is located. The tax is payable 
monthly and the assessment is made annually. An appeal 
against the assessment order lies to the Deputy Excise 
and Taxation Commissioner within 30 days of the receipt 
of the demand notice, a revision lies to the Excise and 
Taxation Commissioner. No reference lies to the Finan¬ 
cial Commissioner or to the High Court, 

73. No separate staff is provided for the administration 
of this Act. The Act is administered along with other 
Acts by the officers of the Excise and Taxation Depart¬ 
ment. It is, therefore, difficult to work out the cost of 
collection of the Act. The total cost of collection of all 
the Acts administered by the Department Is about 4 
per cent, of the total revenue collected by it. 

74. The tax is levied at the following rates : — 


Names of goods Rate of tax 


(1) Silver , , .2 annas per unit of 700 totab or part 

thereof, 

(2) Gold . . .4 annas per unit of 10 tolas or part there- 

n of. 

(3) Sugar . . * 12 annas per unit of 25 bags (68f ma- 

unds) or part thereof. 

(4) Gur . * ,4 annas per unit of 100 maunds or part 

thereof. 

(5) Bardana , , 8 annas per unit of 5 bales (2,000 bags) 

or part thereof, 

(6) Shellac . * 2 annas per unit of 25 maunds or part 

thereof. 

(7) Tin , * ,3 pies per unit of 1J maunds or part there¬ 

of, 

(8) Mercury • * One anna per unit of one bottle (1 3/10 

maunds) or part thereof. 

(9) Zinc, copper and One anna per unit of 10 maunds or • 

brass. thereof 

(10) Other metals , One anna per unit of 10 maunds or part 

thereof. 

(11) Oats . . .3 annas per unit of 100 bags or part 

thereof. 

(12) Gowara . . One anna per unit of 100 maunds or 

part thereof. 

(13) Other grains and One anna per unit of 200 maunds or 

seeds. part thereof. 

(14) Silk and woollen 3 annas per unit of one case (200 lbs.) 

yarn. or part thereof. 

(15) Cotton yarn . 3 annas per unit of 5 bales (24 maunds) 

or part thereof. 

(16) Any other goods . 4 annas per unit of Rs. 2,000 in value 

or part thereof. 


Since the start of the Act, there has been no change 
in the rates, nor is any change under contemplation. 











No exemptions are envisaged under the provisions of 
the Act. 

75. The income from the tax has been as under : — 


Part (b), A separate sales tax on the retail sale of 
motor spirit is levied in the Punjab by a separate Act 
since the 19th April 1939. The main reasons for a separate 
enactment were as follows: — 


Rs. a. p. 

(0 istjuly 1951 to 31st March 195a . M9,5U 10 3 

(ii) 1952-53 . • • . 2,07,776 o o 

(«*') 1 953-54 (Budget) .... 2,01,050 o o 


There has not been any marked variation in income 
to call for any comments. The Act does not bring in 
much revenue nor is there any scope for improvement. 


76. There is very little evasion and avoidance of the 
tax and arrears are practically nil. 


Section II— Answers to Questions 


Question No. 125 

77. There is already a tax on forward contracts in the 
Punjab. Transactions of sale or purchase in stock ex¬ 
changes and future markets should also be taxed. . 


(a) When the Punjab Motor Spirit (Taxation of 
Sales) Act 1939, was brought on the Statute 
Book, there was no General Sales Tax Act in 
force in this State. 

(b) The General Sales Tax Act which was enforced 
in 1943, was based on a multiple point system 
with a nominal rate of four annas per cent. At 
the selling price of petrol then prevailing, the 
rate of tax would have worked out to about one 
pie per Imperial gallon, as against one anna 
three pies originally levied. This would have 
been much too low. 

(c) It was also felt that a special rate of tax could 
be charged on petrol. This would not have been 
acceptable to the traders at large for other 
commodities, 

It will be seen that there were special reasons for the 
enactment of the Punjab Motor Spirit Act. The extension 
of the'principal reason mentioned at (c) above to cover 
luxury articles for higher taxation would not be undesir¬ 
able. 

Question No. 129 


Part (i ). It is difficult to agree that sales tax should 
be extended to all services. Each case will have to be 
examined on merit. Already, the definition of * turnover' 
in the Punjab General Sales Tax Act, 1948, includes "any 
sum charged for anything done by the dealer in respect 
of the goods at the time of, or before, delivery thereof 
In other words, if a photographer or a painter sells a 
photograph or a painting, the entire cost of the photo¬ 
graph or painting, including the service that goes to¬ 
wards its preparation, is chargeable to sales tax. In the 
case of hotels, however, where board and lodging are all 
inclusive a deduction of 50 per cent, of the gross bill is 
allowed for lodging charges, and out of the remaining, a 
maximum of 50 per cent, is allowed as rebate for service. 
The exclusion of service has sometimes led to leakage 
of revenue. For example, in most States, sale of bullion 
is exempt from the levy of sales tax, but tax is levied 
on jewellery and ornaments. The ornament dealers, who 
are generally bullion dealers as well, split up the trans¬ 
action of the sale of ornaments into the sale of bullion 
and manufacturing charges, and thereby, evade sales 
tax on ornaments. No administrative difficulties should 
arise in the collection of this tax, 

Part (ii). In Punjab, we are taxing the futures markets 
under the Punjab Forward Contracts Tax Act, 1952. This 
Act has been dealt with separately. 

Question No. 126 

78. No comments. 

Question No. 127 

79. The resources of State Governments are few and 
meagre, The expenditure on development and welfare 
schemes is, on the other hand, increasing rapidly. The 
sales tax provides a good source of revenue, and cannot 
be abandoned. If it is to be replaced by the excise duty, 
octroi and customs, the State Governments would find 
themselves in difficulties. 

No excise duty is leviable on soap, hosiery goods, iron 
and steel goods, etc. If it is argued that excise duty is 
levied on most of the raw materials going into the pro¬ 
duction of these finished goods, it may be worth re¬ 
membering that the price of finished goods is out of all 
proportion to the price of the raw materials used. It is, 
therefore, evident that excise duty cannot replace sales 
tax in any way. Similarly, the proposal to replace sales 
tax by octroi on goods transported into the State from 
other States, is unworkable. Octroi is charged only in 
municipal areas, notified areas, cantonment areas, etc. 
It is not charged at places to which the Municipal Act 
has not been extended. If sales tax is to be replaced by 
octroi, tax will be charged only on that small fraction 
of goods which is consumed in towns. The proceeds from 
enhanced octroi rates, therefore, cannot take the* place 
of proceeds from the tax on the sale of goods. 

Customs duties also mainly concern with import and 
export policy of the country and cannot take the place 
of sales tax. 

Question No. 128 

80. Part (a). The bulk of traders and shopkeepers 
cannot affcrd to maintain meticulously correct accounts, 
sales tax must, therefore, continue to be leviable on 
aggregate turnover as distinguished from individual 
sales, 


81. Of the various alternatives on which taxes on 
‘turnover’, can be based, the single-point system is 
preferable. 

Under the multi-point system, there is a relatively low 
rate of levy at each stage. The tax being generally low, 
brings in poor yields. The exemptions granted at each 
stage cause considerable loss of revenue, even if the ques¬ 
tion of evasion at all the stages is left out of account. 
Moreover under the multi-point system goods entering 
inter-State trade, which under the Constitution should 
be exempted from taxation at the point of sale, are 
taxed at several stages. This involves a cumulative 
charge which is against the spirit of the Constitution. 
The multi-point system also entails hardship for the 
middle-man in trade. As the incidence of the tax 
increases from stage to stage, the consumer would be 
interested in making his purchases from the wholesale 
dealer or a dealer at close remove from him. Petty 
dealers are thus particularly affected adversely. 

The adoption of a single-point system eliminates all 
the defects mentioned above. The tax is certain, sub¬ 
stantial and uniform for all. The scope for evasion under 
it is also less, for the wider the base of collection, the 
greater is the leakage in any tax collected. 

It is sometimes held that since the single-point sales 
tax is heavy, there is a tendency to evasion. Such 
tendencies can be stopped through administrative control. 

It has already been pointed out above that the multi¬ 
point sales tax results in a heavier burden on a consumer 
removed from the wholesale market. As such its inci¬ 
dence on consumers in small towns and rural areas would 
be unjustifiably heavy. The cumulative impact of taxes, 
under the multi-point system also falls on the consumer. 

m 

In the case of small dealers, Government have decided 
to calculate the sales tax on the basis of their purchase 
vouchers. 

Under the single-point sales tax production is not sub¬ 
jected to any burden. It is a tax on sales and the pro¬ 
ducer generally has not to pay anything on the raw 
materials needed by him. He sells his finished goods 
to a registered dealer, for which no sales tax is charged. 
This helps him to keep his sale price low. With regard 
to- exportable goods also, since he has no sales tax to 
pay, the supply prices are low. Under a multi-point 
system the purchaser would obviously be under a serious 
handicap. His position in the export market would be 
adversely affected under that system. 

Question No. 130 

82. Part ( i ). Luxury articles such as motor cars, radios, 
refrigerators, cosmetics, luxury toilet goods, etc., may be 
taxed at a higher rate than the ordinary rate of six pies 
in the rupee. A standard list should be drawn un in 
respect of such luxury goods ; and the rates of the levy, 
too, should be more or less uniform. 

Part (ii). At present bullion is generally exempt from 
the sales tax in most States, while ornaments are tax¬ 
able. This gives scope for evasion of the tax inasmuch 
as the dealers split up the transaction into two parts— 
the sale of bullion and manufacturing charges. No tax 
is paid in respect of the price of bullion under this 
technique of showing sales. It is suggested that a low 
rate of tax may be prescribed for bullion as well as 
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ornaments so that there is no temptation for evading the 
tax. 

Part (Hi). All the prime necessities of life should be 
exempted from the tax. It may not be possible to draw 
a common list of exemptions for all the States, but a 
broad measure of uniformity can be achieved in this 
regard. 

Question No. 131 

83. It is highly desirable that both in the interests of 
State revenues and in those of the trade, uniformity with 
regard to sales tax should be observed by different States, 
Complete uniformity of exemptions may not be possible, 
but a broad measure of uniformity can be achieved in 
this field also. 

It may not be possible to attain uniformity in regard 
to sales tax policies through informal conventions. A 
formal convention may, however, be expected to yield 
results. 

It is not considered necessary to get the Centre to pass 
a general law for the purpose. Uniformity within the 
limits of practicability alone is possible. This can be 
achieved through a formal convention of the different 
States without the necessity of having Central legislation 
on the point. 

The States have few resources at their disposal to 
meet their obligations under the development pro¬ 
gramme, The sales tax should, therefore, remain exclu¬ 
sively in the State List. 

The question of apportioning the proceeds between 
the Centre and the States does not arise in view of the 
desirability of keeping the tax exclusively in the State 
List, 

Question No. 132 

84. Under clause (3) of Article 286 of the Constitution 
commodities, which were taxed by the States before the 
enactment of law by Parliament, would continue to be 
so taxable after the enactment. The list of exemptions 
includes such articles as iron, steel and cloth, from which 
the bulk of the sales tax revenue is derived by the 
States, This was not done in consultation with the 
States. In drawing up the list under clause (3) care 
should be taken to see that it contains the minimum 
number of articles that should really be exempted from 
the tax. In respect of other commodities, which may also 
be regarded as ‘‘essential” a low rate of tax may be 
levied. 

The provision contained in clause (3) should be ex¬ 
tended to the “essential articles” which were subjected 
to sales tax before the Central enactment came into force. 

Question No. 133 

85. Part (a). The recent ruling of the Supreme Court 
regarding the scope of levy of the sales tax on goods 
entering 4 inter-State commerce has provided a stimulous 
to tax dodgers, who take delivery of goods in one State 
and sell it in another, thus avoiding sales tax in both. 
Clause (a) of Article 286 (1) of the Constitution has in¬ 
advertantly encouraged evasion of sales tax. This is 
particularly true of luxury goods which are costly, and as 
such have to pay heavy sales tax. For example there 
is a complete wholesale evasion in the case of motor 
Cars, heavy machinery, etc., which customers buy from 
across the border of the State in which they live, and 
take delivery there without paying any sales tax. If the 
intention of the Constitution to give the proceeds from 
sales tax to the State in which consumption actually 
takes place is to materialise, the “ explanation ” con¬ 
tained in the clause will have to be amended as 
follows : — 

“ For the purposes of sub-clause (a), a sale or pur¬ 
chase shall be deemed to have taken place in 
the State in which the goods are consumed as 
a direct result of such sale notwithstanding the 
fact that under the general law relating to the 
sale of goods the property in the goods has by 
reason of such sale or purchase passed in 
another State ”, 


However laudible the idea of giving the consuming 
State its due in the matter of sales tax, the adminis¬ 
trative difficulties should not be ignored. A State would 
have to call upon non-resident dealers to produce their 
account books to determine the liability for payment of 
the tax. Such demands may be simultaneously made by 
a number of States. It would obviously be difficult for 
the dealers to comply with all the demands. Moreover 
the States would not have the machinery to assess the 
particulars of all the supplies of goods into their terri¬ 
tory for consumption. The implementation of the princi¬ 
ple, contained in the Constitution, therefore, appears 
difficult. 


Part (b). Whether it is a sales tax or a purchase tax, 
it must be recovered from the seller. In the case of sales 
tax, the obligation to pay it is on the seller, whether he 
recovers it from the purchaser or not. In the case of 
purchase tax, it is obligatory on the purchaser to pay 
it to the seller, who is responsible for handing it over 
to Government. It is an impracticable proposition to try 
to recover the tax from individual purchasers. The pro¬ 
posal is fraught with other complications also. 

The Punjab has not imposed or considered the feasi¬ 
bility of imposing a purchase tax as distinguished from 
the sales tax on non-resident parties. 

Question No, 134 

86. Lack of uniformity between the States in regard 
to the sales tax policies has resulted in restricting trade, 
and 'creating uneconomic diversions. There is need for 
having a uniform system of rates and exemptions, which 
can be achieved through a formal convention of the 
States. 

There has been a diversion of trade from the Punjab to 
Delhi in respect of ornaments, heavy machinery, includ' 
ing motor cars and agricultural machinery and vegetable 
ghee. 

Question No. 135. 

87. Part, (a). The main sources of excise revenue in the 
State are : — 

(1) Liquor, both country spirit and foreign spirit 
including beer ; 

(2) Medicinal and toilet preparations containing 
rectified spirit; 

(3) Opium; and 

(4) Bhang . 

In the case of spirit, revenue is derived both by direct 
and indirect taxation. Direct taxation comprises the 
levy of excise duty on sales. Indirect taxation, consists 
of licence fees, which are determined by auctions held 
every year. The excise revenue is mostly derived from 
direct taxes. This has obvious advantages inasmuch as 
it safeguards the excise revenue to the maximum. 

The following policies involving various degrees of 
relinquishment of excise revenue have been adopted ; — 

(i) Prohibition of licensed sale of Excise Opium for oral 
consumption except for scientific and medicinal purposes, 
after the 31st March 1959 

As a result of this policy the State is losing a revenue 
of Rs, 8—10 lacs per annum. The entire revenue of 
about Rs. 80 lacs per annum, originally derived from this 
source before the gradual cut was enforced, will be lost 
to it. An objective study of this policy reveals the follow¬ 
ing administrative and other difficulties, which should 
nbt be overlooked: — 

(a) The total prohibition of opium with effect from 
the 1st April 1959, will not be possible unless 
we start right now controlling and reducing the 
area under poppy cultivation all over India. 
Poppy will, however, continue to be cultivated, 
as we export opium to earn foreign exchange. 
Its cultivation must result in illicit manufacture 
of opium, with consequent failure of the prohibi¬ 
tion policy. The relinquishment of revenue 
would, therefore, not be justifiable, as addicts 
will continue to get their supplies while Govern¬ 
ment will lose the revenue for nothing, 

(b) At present the quotas of opium of various States 
are being reduced by the Government of India 

• roughly by 10 per cent, annually. The original 
quotas of some of the States were abnormally 
high as compared with others (particularly the 
Punjab). The disparity in quotas leads to the 
large-scale smuggling of opium into this State 
to the detriment of its excise revenue. It, is. 
therefore, desirable that the annual quota of 
each State should be rationalised on the basis of 
its population. 

(if) Prohibition in respect of liquor in the Rohtak District 

In October 1948, total prohibition in respect of liquor 
was introduced as an experimental measure in the 
district of Rohtak with the object of extending it gra¬ 
dually to other districts in the State. The results of this 
experiment have not been encouraging enough to warrant 
extension of prohibition to other parts. The loss of excise 
revenue from it amon.ds to about Rs. 2*5 lacs every 
year, while additional expenditure has to be incurred on 
the enforcement of prohibition. The smuggling of liquor 
from the adjoining areas takes place on large scale. The 
lession learnt from the experiment is that for prohibition 
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to te successful three vital conditions must be fulfill¬ 
ed : — 

(a) Prohibition cannot be successful within a small 
are without the adjoining areas falling in line, 

(b) The finances of Government should be strong 
enough to bear the loss of excise revenue. 

(c) Enough funds should be available to enforce 
prohibition. 

(in) Levy of a consolidated concession rate of duty-cum- 
licence fee amounting to R$ r 12-8-0 per L. P. gallon on 
Indian-made foreigyi spirit supplied to troops stationed in 
the Punjab against Rs, 75 payable by civilian consumers . 

A very substantial amount of excise revenue is being 
relinquished by allowing a concession rate of duty-cum- 
license fee amounting to Rs, 12-8-0 per L. P. gallon to 
troops stationed in the State as against the consolidated 
tax of about Rs. 75 per L. P, gallon payable by civilian 
consumers. This is resulting in an annual loss of about 
Rs. 20 to 25 lakhs. At the same time, the administrative 
control of Government over liquor is becoming loose. 
Large quantities of cheap liquor intended for troops are 
flowing into the civilian market to the detriment of 
revenues. Government are now proposing to withdraw 
this concession given to troops. 

It is considered very necessary that there should be 
uniformity in the excise policies followed by various 
States, especially by those whose territories are inter¬ 
twined with or are contiguous to each other. 

87-A. Part (b). The power vested in the Union Govern¬ 
ment to levy duties of excise on medicinal and toilet 
preparations containing alcohol, by virtue of entry No, 
34 of List I—Union List of the 7th Schedule of the 
Constitution of India, has not yet been exercised by it. 
It is, however, intended by the Union Government to 
enact a Central Act on the subject shortly which would 
bring about uniformity in the rates of excise duties on 
these preparations throughout the Union. It is further 
intended in the proposed Act to levy an excise duty at 
the rates of Rs. 17-8-0 per L. P. gallon on those prepara¬ 
tions containing alcohol which are likely to be abused 
as potable liquor and this is satisfactory. 

The proposed Act of the Union Government should 
devise an elastic structure so that the rates of duty on 
those spirituous preparations which can be abused as 
potable liquor can be varied at any time in order to 
ensure proper coordination between the central duties 
of excise on such preparations and State excise duties 
on alcoholic liquors. 

In this State, a very rigorous control on the possession, 
sale, and movement of such preparations as are capable 
of being abused is being exercised by first declaring them 
as liquor under the Punjab Excise Act of 1914. This is 
now being followed suit by other States as well, though 
the existence of this evil which is likely to sabotage the 
prohibition policies of different States and jeopardise the 
excise revenue from potable liquor is not being fully 
appreciated. 

Question No. 139 

38. In the Punjab the agricultural income-tax has not 
yet been levied. It is, therefore, not possible to give 
comments such as have been asked for in the question, 
or to suggest modifications in the system of taxation of 
agricultural incomes. 

Question No. 140 

89. Part (a). The correlation of agricultural with non- 
agriculturai income-tax is desirable from the view-point 
of pure theory. But considering the constitutional and 
administrative difficulties involved it would be well if 
the two are kept separate. The agricultural income-tax 
should be levied by State Governments. 

People engaged in agriculture in the Punjab have few 
non-agricultural interests. It is not necessary, therefore, 
to lump agricultural and non-agricultural incomes for 
purposes of taxation. 

Part (b). The present system of land revenue is in the 
circumstances, a practical way of assessing and collection 
of revenue. 

Question No. 141 

90. No comment as there is no experience of this in 
the Punjab. 

Question No. 142 

91. It has already been mentioned in reply to Ques¬ 
tion 139 that the Punjab does not levy any agricultural 


income-tax. It is, therefore, not possible to make any 
recommendations with regard to the rates and gradua¬ 
tion scale of taxation of agricultural incomes. It may, 
however, be observed here that it is not feasible to adopt 
a uniform scale of taxation in all the States as standards 
of living, economic needs, production farms, and form 
of tenure vary from State to State. 

Question No. 155 

(The Statistical Data required by the Commission is at 
Annexure D.) 

92. Part (i). For levying Betterment Fee the Punjab 
Betterment Charge and Acreage Rate Act, 1952, has been 
brought into force. This fee is in respect of increase in 
the value of land covered by new irrigation schemes and 
is subject to the following provisions : — 

(a) Provided that no betterment charges should be 
levied in relation to an irrigation scheme where 
the charges ordinarily leviable under other laws 
for the time being in force, i.e., water rates, are 
sufficient to cover the cost of the irrigation 
scheme. 

(b) Provided further that the amount of the better¬ 
ment charges recoverable from any scheme are 
limited to the difference between the investment 
on the scheme and such part of it as may make 
it productive. 

The term "cost of the Scheme” means the total 
financial liability accruing from the land contracted or 
the investment made including interest charges, the cost 
of maintenance, and the running expenses. 

It is estimated that it generally takes 10 years for 
income from canal-irrigated areas to become steady after 
the opening of a Canal Project. In order that an irriga¬ 
tion scheme should become productive within the first 
10 years, it is necessary to recover as much of the capital 
cost, as can be done consistent with welfare principles. 
This can be achieved by levying a betterment fee on 
areas commanded by the canal scheme. Considering that 
the owners of such lands will reap profits in the shape 
of enhanced land values it is only fair that they should 
be asked to pay towards the cost of the scheme. 

Part (ii). Water rates are levied in the State on irri¬ 
gated areas according to the crop matured, and not on 
the basis of water actually supplied. There is a schedule 
of water rates for different types of crops. The water 
rates were fixed at a time when prices of agricultural 
products were very low and were increased by 50 per 
cent. 

Part (iii). A "water advantage Rate” known as 
“ Khush-haisiyati ” is levied in the Punjab on all irri¬ 
gated lands, and this can be considered a compulsory 
cess. It is not feasible to levy any other compulsory cess, 

Question No, 156 

93. Part (a). The Betterment Levy should not exceed 
one-half of the increase in the value of land a result of 
irrigation schemes. Normally it would be good if the levy 
absorbs only about one-third increase of land values. 

Part (b). The evaluation of lands before and after the 
commencement of an irrigation scheme could be done by 
a Board constituted for the purpose, which should have 
irrigation and revenue experts and leading public men 
as its members. The Board would estimate the net assets 
of the lands under survey in accordance with the pro¬ 
cedure laid down in connection with land revenue assess¬ 
ment. These "net assets” should be evaluated according 
to the average prices prevailing during a few years 
preceding the survey. The prices as well as the share of 
produce taken by the landlord should be the same for 
both the surveys. This would enable an idea to be formed 
of the enhancement in the value of land resulting from 
provision of irrigation facilities. 

Evaluation of net assets from the survey may be cross¬ 
checked with reference to cash rents payable by tenants- 
at-will. The results of the two evaluation surveys, i.e., 
the one preceding and the other following the initiation 
of the irrigation scheme, should be carefully studied, and 
factors which have gone to inflate or to deflate one 
estimate compared to the other should be given full 
weight in arriving at correct results. The value of lands 
is normally to be computed at 30 times the value of net 
assets. From this the average value per acre for each 
class of land can be determined. 

Part (c ). The assessees of Betterment Levy should be 
given the option of making payment in one lump sum 
or by half-yearly instalments spread over a number of 
years, or by offering a part of their lands in settlement 
of the dues. Payment through instalments would 
generally be popular. In case after payment of a few 
instalments, the assessee wants to pay the balance in 
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one lump sum, he should be allowed to do so. Interest 
may be charged at 4J per cent, per annum or other suit¬ 
able rate depending on Governments borrowing on the 
unpaid amount. Surrender of land by an assessee in lieu 
of full or part payment of betterment charges should be 
accepted only if : — 

(i) the area to be surrendered is free from all en¬ 
cumbrances ; 

(ii) it does not reduce the holding of the assessee to 
less than an economic unit; and 

(iii) the area desired to be surrendered is in a com¬ 
pact block of not less than 5 acres. 

The land accepted in lieu of betterment charges would 
have to be disposed of and the proceeds credited to the 
irrigation scheme account. 

The recovery of betterment charges should commence 
one year after irrigation becomes available from the 
scheme. This would enable the land owners to pay the 
levy easily from increased production resulting from 
irrigation. 

Part (d). It is only practicable and proper to impose a 
betterment levy on lands that are benefiting from exist¬ 
ing irrigation works, of some new improvement, like an 
increase in water allowance, is effected through new 
schemes. 

Part (e). The proceeds from the levy should go towards 
meeting the cost of the particular irrigation project, in 
connection, with which it has been imposed. 

Question No. 157 

93. Part (i). The water rate should not be more than 
an economic charge for the supply of water. In the 
Punjab there exists Water Advantage Kate known as 
f< Khush-haisiyati ”, There is no other additional levy. 
This can be charged in addition to the water rate to 
cover increased yield resulting from irrigation. 

Part (ii). Irrigation rates are levied on the actual area 
matured, and vary with crops depending on the quantity 
of water used, and the money value of these crops. 

Part (iii). The water rates should be periodically 
revised. The periodicity should not normally exceed 10 
years. 

Part (it>). Concessional and incentive rates for parti¬ 
cular crops in the initial stages of development would be 
preferable to the usual full rates. This would increase 
the cultivation of specific crops, the production of which 
may be economically desirable. 

Question No. 158 

94. It is not considered desirable to introduce any 
compulsory cess in addition to the already existing water 
advantage rate. 

Question No. 159 

95. The Betterment Levy, Irrigation Rate and Irriga¬ 
tion Cesses can apply also to lands covered by minor 
irrigation works. 

Question No. 160 

96. If the assessment of land revenue is modified to 
bring it in line with the practice in advanced countries, 
and is correlated with location, topography, and technioo- 
economic improvements, various cesses and irrigation 
rates can be compounded with land revenue into one 
tax. But if the land revenue system cannot be modified, 
and appraisal methods not improved, the need for having 
irrigation rates and cesses as separate items would conti¬ 
nue in order to meet the end of equity in taxation as also 
the cost of irrigation schemes. 

Question No. 161 

97. At present there is small likelihood for the imposi¬ 
tion of a surcharge of irrigation rates. Even a modest 
increase in the existing water rate has not been accepted 
by the legislature. At some later date, the question of 
imposing a surcharge, in the case of bigger holdings may 
be looked into. 

Question No. 162 

98. The State Government have recently enhanced the 
Stamp Duty by the enactment of the East Punjab 
Act XXVII of 1949. A substantial portion of the popula¬ 
tion of the State consists of displaced persons, who have 
suffered heavily due to the partition and are hardly able 
to stand on their own legs yet. In view of this and the 
pobr financial conditions and meagre resources of the 
people in general any increase in the present rates 


specially when the repercussions of the recent enhance¬ 
ment in rates on the affected population have not been 
observed, is not recommended. The enhancement of duty 
by the Union Government will not materially or sub¬ 
stantially affect the revenues of the State, 

It is desirable that as far as possible there should be a 
uniform rate of stamp duty in all States, This end can 
be achieved only if the Union Government take neces¬ 
sary steps. 

The main Categories of documents on which stamp 
duty is principally realized in this State are :— 

(1) Deeds of Conveyance. 

(2) Mortgage Deeds. 

(3) Lease Deeds, 

(4) Adoption Deeds. 

(5) Instruments of Partition, 

(6) Partnership Deeds. 

(7) Security Bonds. 

(8) Indemnity Bonds. 

(9) Deeds of reconveyance of Mortgaged Property. 

(10) Powers of Attorney. 

(11) Receipts. 

(12) Settlement Deeds. 

(13) Release Deeds. 

(14) Gifts. 

(15) Deeds of Exchange of Property. 

Question No. 163 

99. In the Punjab there is no great business in forward 
markets, and stamp duty if levied on transactions in 
these markets will not be an important means of secur¬ 
ing revenue. The transactions, are already taxed in the 
State under the Forward Contracts Act, 1950. It is not 
considered desirable to levy stamp duty in addition. 

Question No. 164 

100. The Punjab Entertainment Tax and Punjab Goods 
and Passengers Tax are recovered in the shape of stamps 
for convenience of collection. The collection of Sales Tax 
through stamps is not considered administratively 
feasible. 

Question No. 165 

101. There are two modes of evading the stamp duty 
intentionally or unintentionally. The more common 
methods of evasion are : — 

(i) Any transaction, say a conveyance, may be 
carried out without the execution of an instru¬ 
ment at all and a deed might afterwards be 
drawn up to record it. By this device ad valorem 
stamp duty as a conveyance is evaded. In such 
cases it should be ensured that the deed is 
required to be stamped as a conveyance. 

(ii) In many cases higher rates of stamp duty im¬ 
posed by law on instruments relating to a certain 
class of transactions are so recorded that the 
same result is achieved but smaller stamp duty 
has to be paid. 

(iii) In almost all transactions of transfer of mort¬ 
gagee rights and release of mortgaged property, 
and in some transactions of conveyance and 
mortgage of property situated in rural areas, 
the instruments are executed either on the back 
of some previous instrument or on plain paper, 
thereby evading stamp duty, 

(iv) In gift deeds an optional value of the legacy 

is fixed by the donor and thereby tax is evaded, 

(v) In some cases partition deeds are executed in 
such a manner as to show that the partition was 
effected some time earlier, and the payment of 
stamp duty is evaded. 

As regards the means of prevention of evasion and 
avoidance the following suggestions are made: — 

(a) The Presiding Officers of Courts should be 
vigilant in the examination of such documents, 

(b) The existing Stamp Agency may be re-organised 
and more staff provided and the Stamp Case 
Law given wider publicity. 
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Question No, 166 

102. The rates of Court Fees have been recently en¬ 
hanced by this State by the enactment of the East Pun¬ 
jab Act No. XXVII of 1949. It is not desirable to raise 
Court Fees duty further. Uniformity in all the States can 
only be brought about by the Union Government. 

The following statement shows the relative position of 
Receipts and Expenditure under the Head IX—Stamps 
(B—Judicial—27—Administration of Justice) for the 
years 1952-53 and 1953-54. 


1952-53 1 953-54 

Rs. Rs* 


freight pooling cess on petrol about which opinion is 
divided. The proposals of the Committee in this regard 
are as follows : — 


(1) Adjust freight charges on petrol 
foodgrains respectively by suitably 
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Receipts , . , , . 26,46,060 26,60,090 

Expenditure . 15,98,270 17,12,350 


The above figures indicate that the income is one and- 
a-half times the expenditure. 

Question No. 167 

103. No suggestions to make. 

Question No, 168 

104. Changes should be introduced in the present sys¬ 
tem of motor vehicles taxation in accordance with the 
decisions arrived at in the meeting of the Policy Com¬ 
mittee of the Transport Advisory Council held at Bom¬ 
bay in May, 1953. The Union Government and the States 
should be the only authorities to levy taxes on motor 
vehicles, subject to the condition that Octroi can be 
charged by local bodies. 


(3) Equalize petrol prices by meeting fijeight charges 
from within the existing duties on petrol. 

It has already been conceded by the Motor Vehicles 
Taxation Enquiry Committee as well as by the Technical 
Committee of the Transport Advisory Council that the 
high prices of petrol in the interior of the country are 
hampering the growth of road transport. Ever since the 
question of revising the policy of Motor Vehicles Taxa¬ 
tion has been under consideration, the Punjab has been 
stressing that on account of the high operational costs it 
would not be possible to enhance the existing taxes on 
motor vehicles unless reduction in the cost of petrol was 
brought about by levying a pooling cess, and equalising 
freight throughout the country. 


Question No* 171 

107. Extension of taxation to users of roads other than 
motor vehicles cannot be recommended. 

Question No. 172 


In order to remove impediments in the way of inter¬ 
state trade and development of road transport, there 
should be some uniformity in the transport policies of the 
Centre and the States. For the purposes of making 
financial adjustments, the recommendations of the 
Technical Committee of the Transport Advisory Council 
may be accepted. According to these the Centre will 
retain 3/8th of the import and customs duty on petrol, 
and 30 per cent, of the import and customs duty on 
motor vehicles, their parts, accessories, tyres and tubes, 
and will allocate 50 per cent, of the balance to the 
States on the following basis : — 

“ Half in the ratio that the consumption of motor 
spirit in each State bears to the total consump¬ 
tion of motor spirit in India ; 2/16th of the said 
total credits in the ratio that the area of each 
State bears to the total area of all the States ; 
3/16th of the said total credits in the ratio 
that the population of each State bears to the 
total population of all the States, and 3/16th of 
the said total credits in the ratio that the ex¬ 
penditure on roads from the States own revenue 
bears to the total expenditure of all the States/’ 

Out of the Centre’s contribution of Rs, 13 r 9 crores, 
available for distribution among the States, the Punjab’s 
share on the above basis would amount to Rs. 49 lakhs. 


108. It is not possible to agree with the view that the 
incidence of tax on the Cinematograph Industry is too 
high. This item figured in the Finance Ministers’ Confe¬ 
rence held at Delhi on the 14th and 15th of October, 1952. 
It will be instructive to read through the proceedings of 
that Conference where all those participating contradic¬ 
ted the view that the present incidence of the tax was 
too heavy. After all the slabs are taken into considera¬ 
tion, it has been found that the average percentage of 
tax levied in this State works out to be 30 per cent of 
the rates of admission. The prevalent rates of duty in 
Delhi, Himachal Pradesh and PEPSU, which closely 
follow the Punjab in important matters of Excise and 
Taxation Policies, are practically at the same level as in 
the Punjab. In the State of Madras, however, the rates 
work out to be about 26 per cent. In addition Madras 
Government levies a tax on each show. In the other 
States about which information is available, the rates 
are much higher, ranging from 38 per cent, in the case 
of Assam to 50 per cent, in West Bengal and Bihar. The 
suggestion that uniformity in the rates of duty should 
be enforced in different States is not a practicable. The 
capacity to pay is different in different States. Unifor¬ 
mity in rates is, therefore, not feasible. The existing 
rates of duty have grown up in each State for the last 
decade according to individual requirements. 


In the interests of uniformity, ceilings for the motor 
vehicles taxes, recommended by the Technical Com¬ 
mittee of the Transport Advisory Council, should be 
fixed and taxes not specifically provided should be 
abolished. Only the following taxes should be imposed. 

(i) Motor vehicles tax or the road tax. 

(ii) Tax on permits for transport vehicles. 

(iii) Tax on passengers and goods carried by motor 
vehicles. 

The first and the third of these are already in force 
in the Punjab. No permit tax has so far been levied. In 
addition, a tax on the sale of motor spirit is also levied, 

A consolidated tax, in place of several taxes levied 
by different authorities, would be better from the point 
of view of administration. A formula for the division of 
the proceeds between the authorities concerned can be 
evolved on a “fuel consumption-cum-area-cum-popula- 
tion” basis. 

Question No, 169 

105. The earmarking of receipts from particular taxes 
for specific purposes, is not sound fiscal policy. If a road 
cess is compounded into the motor vehicles taxes, its 
proceeds can be earmarked for road maintenance and 
development. 

Question No, 170 

106, The main recommendations of the Policy Com¬ 
mittee of the Transport Advisory Council have received 
general approval, except the question of imposing a 


The level of entertainment taxes in this State is 
adequate. 

The present method of the levy and collection of tax 
by means of adhesive stamps is the most convenient and 
the easiest of all methods, and this has worked to the 
satisfaction of both the State Government and the 
tax-payers, It involves the minimum risk from the point 
of view of evasion. No modification of this system is 
called for. 

Question No. 173 

109. The question of exemption has already been dis¬ 
cussed in Section I. The following observations may, how¬ 
ever, be made— 

(1) Educational films exhibited in educational ins¬ 
titutions should be exempt. 

(2) Exemptions may be granted in respect of enter¬ 
tainments, the proceeds of which are meant to 
be devoted to philanthropic, charitable, educa¬ 
tional or scientific purposes. 

(3; Exemptions should never be granted to any class 
of persons admitted to an entertainment which 
is otherwise taxable. For this reason no class 
of tickets should be exempt from the tax. 

(4) The exemptions given to defence personnel 
should be withdrawn. 

(5) The present methods of evading payment of 
entertainment tax resorted to by those to whom 
complimentary tickets are issued should be 
effectively dealt with. 
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Question No, 174 

110, The principal means adopted for evasion and 
avoidance of the entertainment tax have been discussed 
in Section I. It is estimated that the total receipts can 
increase by 10 per cent, easily if all the loopholes through 
which evasion is made possible are eliminated. The 
following suggestions are made : — 

(1) The law governing the Entertainment Tax should 
be scrutinised with a view to discovering the 
loopholes in it, 

(2) All entertainment houses in the State should be 
licensed under the Entertainment Duty Act; and 
the district authority should have the right to 
cancel or suspend the licences if any irregulari¬ 
ties are committed by the management, 

(3) The administration of the tax should be tighten¬ 
ed. 

(4) An entertainment house should be required to 
deposit securities, which may be forfeited if 
they are found guilty of violation of their obliga¬ 
tions, 

(5) The issue of complimentary tickets has been 
statutably stopped in Bombay State. It would be 
worthwhile to consider whether other States 
should not follow the example set by Bombay, 
It is in the case of complimentary tickets that 
the maximum evasion of the tax takes place. 

The collection of tax through adhesive stamps is an 
easy and convenient way ; and should be continued. 

Question No. 175 

111, In the Punjab. Entertainment Tax is leviable in 
respect of an entertaintment defined as under ; — 

“ Entertainment includes any exhibition, perfor¬ 
mance, amusement, game or sport, to which 
persons are admitted on payment. ” 

A few entertainments like horse races and shows have 
been exempted from the tax through special notification. 
The definition “entertainment” is quite exhaustive and 
embraces a wide range of recreations, It is not necessary 
to enlarge the definition further. 

Under the Community Development Schemes, Young 
Farmers Clubs are going to be organised on a large scale. 
It is proposed that entertainments arranged by these 
Clubs may be exempt from the tax. 

Question No* 176 

112, The subject of levying a tax or duty on electricity 
was considered in the Joint Punjab in 1937-88. The 
Resources and Retrenchment Committee appointed by the 
Punjab Government, had recommended (vide para 207 
of their Report) that a tax should be levied on metered 
consumption of electricity at the rate pf 6 pies per unit 
on current consumed for the purpose of lights and fans 
in residences, and 9 pies per unit on energy used through 
temporary connections on marriages and on other special 
occasions. For unmetered consumption the following 
rates of tax were recommended : — 


Rs. a. p. 
(Per month.) 

For every lamp of less than 30 watts . . .030 

For every lamp of 30 watts or more but less than 60 040 

watts. 

For every lamp of' 60 watts or more but less than too 060 
watts. 

For every lamp of 100 watts or more . , , o 8 o 


The Committee also recommended that in respect of 
metered consumption, exemption from the levy of the 
tax should be granted to the following categories of 
consumers : — 

(1) Ordinary consumers using not more than 5 units 
in any month. x 

(2) Government, local authority and railway ad¬ 
ministration. 

(3) Agricultural or industrial undertakings (except 
in respect of residences). 

(4) Areas newly supplied with current (exemption 
to be granted for the first 2 years only). 

(5) Charitable hospitals, dispensaries, places of 
public worship or public charity and cremation 
grounds. 


(6) Small plants, capacity not exceeding 24 kilowatts 
installed for personal or direct use. 

The above proposals were accepted by the Punjab 
Government and the Electricity Duty Bill was introduced 
in the Punjab Legislative Assembly in 1942, but after it 
emerged from the Select Committee, Government decided 
not to proceed with legislation on the ground that the 
finances of the Electric Supply Companies were 
generally not in a prosperous condition. 

After the partition of the Punjab, the question of levy 
of a tax or duty on electricity was again taken up by 
the Resources and Retrenchment Committee appointed 
in 1947-48, It recommended the levy of the duty. On 
careful study, Government, however, decided not to 
levy it. 

The question of increasing the rates for various classes 
of electric power was examined, and the tariff rates for 
general supply and bulk supply were increased by 124 
per cent, with effect from 1st April 1951. The question 
of increasing the rates for industrial supply was, how¬ 
ever, deferred because it was considered that any 
increase would retard industrial development. The ques¬ 
tion of tariffs for supply from the Bhakra-Nangal and 
Uhl River Projects has now been thoroughly examined 
by the Electricity Tariff Advisory Committee, Punjab 
(I) and the Committee’s Report is now ready for 
consideration by the State Governments of Punjab, 
Pepsu and Rajasthan. The rates recommended by the 
Committee are slightly higher than those existing for 
the Uhl River Scheme in so far as industrial supply is 
concerned. The Committee have further advised that 
the rates recommended by them should be made appli¬ 
cable for supply of power from the Uhl River System 
also. The Committee have given specific advice that the 
tariffs recommended by them should not normally be 
increased for at least 5 years. 

In view of the recommended increase in the rates of 
supply, it is felt that no duty or tax on consumption or 
-sale of electricity should be levied at this stage. A very 
important consideration in this matter is the large 
supply which will be made available from the Bhakra- 
Nangal Project very shortly. The cost of production 
per unit from a hydro scheme does not increase in 
direct proportion to the quantity produced, in fact it 
diminishes rapidly as the turnover increases, It is 
imperative, therefore, in the interests of the project, as 
well as the rapid development of the region, that 
electric rates should be .kept as low as possible. 

Question No, 177 

113. In view of the recommendation made in reply to 
Question 176, this question becomes irrelevant. 

Question No. 178 

114. The question does not arise at this stage, so far 
as the Punjab is concerned. 

Question No* 179 

115. In view of the recommendation that no tax is 
to be levied on the sale of electricity whether by a 
Government Undertaking or private Undertakings, the 
question of making any suggestion regarding the form 
of tax does not arise. 

Question No, 180 

116. So far as the Punjab is concerned, this question 
also does not arise, as the levy of a tax on the sale of 
electricity is not recommended. As a general principle, 
however, whereas it might simplify matters to adopt a 
uniform pattern and schedule of duty in the different 
States, it would not be a sound practicable proposition 
for the simple reason that every big Electric Supply 
Undertaking has got a different pattern of tariffs 
depending upon the local conditions of generation and 
distribution. It would, therefore, be advisable to leave 
the determination of the form and schedule of duty to 
the States, though Central guidance to them through the 
Water and Power Commission would be most useful. 

Questions Nos* 181 and 182 

117. No betting tax has been levied in the Punjab. 
There is no race club in the State which may be 
regarded as flourishing. It is, therefore, of no value to 
introduce this tax in this State. 

No organised betting of any kind exists in the Punjab, 
and as such the question of having an enactment to tax 
betting does not arise. 

Question No. 183 

118. No crossword or other prize competitions are 
organised by any agency in the Punjab. The question of 
levying of tax in respect of these, therefore, does not 
arise 
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MEMORANDUM V 

Replies To Questions Not Dealt With Elsewhere 


Question No. 1. 

Sound Tax Policy should specially take into consi¬ 
derations two principles: (a) The principle of maxi¬ 
mum social welfare compatible with the minimum 
sacrifice; and (b) the principle »pf ability to pay. 

The principle of maximum social advantage com¬ 
patible with minimum sacrifice covers a wide field of 
welfare economics. In so far as the practice of public 
finance goes, the old emphasis qn taxation as a purely 
fiscal measure has been abandoned; and in its place 
the idea of using tax measures as means of directing 
economic policy towards specific objectives has come 
to be universally accepted. The principle of maximum 
social advantage expresses the; substance of welfare 
economic in its relation to such practice of public fin¬ 
ance. The principle of ability to pay is meant to secure 
enquiry in taxation. It provides the raison de'etre of 
all schemes of graduated taxes, as also of the exemp¬ 
tion limits prescribed under various tax policies. 

The objectives laid down in the question will find 
place in any tax governed by thte above principles. The 
paramount need of the country *ft this stage of develop¬ 
ment is funds. But the exploitation of its revenue re¬ 
sources has to have a purposive correlation with the 
objectives of welfare economics. The structure of taxa¬ 
tion would have to be devised in such a way as to 
impose the heaviest burden on the broadest shoulders, 
without damping initiative or curbing incentives to 
work, to save or to invest. The tax system would also 
have to be a well balanced one so that it serves as a 
stabilising influence in the field! of currency and fin¬ 
ance, at home, and wrth regard to balance of payments, 
in our external economic relations. 

Most of the taxes in India are; the result of economic 
necessity, and no conscious effort has been made at 
correlating them with welfare economics. However, as 
a result of improvements necessitated by the pressure 
of public opinion, as well as by the stress of World War 
II, the tax system has been saved from becoming 
regressive. Before the War, direct taxes contributed 
only 23 per cent, of the total revenue of the country, 
but in the war years their contribution increased to 
68 per cent. The rates of income-tax were raised, sur¬ 
charges were imposed on income above a certain level, 
and excess profits tax was levied on high profits. The 
post-war years saw further modilfications in tax policies, 
and now the tax structure of Government presents a 
more harmonious picture. The latest trends in our tax 
policy appear to take cognizance of the principle of at 
least aggregate sacrifice. The same is, however, not true 
of State and local finance. The States still depend large¬ 
ly on old taxes like land-revenye; and even the new 
taxes introduced by them are not based on the results 
of any special studies in social welfare. The structure 
of each individual tax needs scrutiny, for when a close 
examination is held many of the taxes masquerading 
as progressive would prove to fo|e nothing but cumber¬ 
some regressive measures. Therei is also need for fiscal 
legislation which would promote better equality bet¬ 
ween different economic classes. There is some kind of 
uniformity in the tax structure of various States is also 
called for. The need is particularly great in respect of 
agricultural income-tax, stamp cluties, registration fees, 
motor vehicles taxes, and excises. 


Question No. 2 . 

2. For determining the equity] of a tax system we 
must find out the formal as we^l as the effective inci¬ 
dence and burden of various taies. Such studies have 
been made in foreign countries, and their tax policies 
are being based more and mor^ on the facts brought 
to light by statistical investigations. The English tax 
system, particularly, has shown considerable response 
to research in this field. In India ho enquiries have been 
made to determine the equity ojf taxes. Recently, how¬ 
ever, some work in this direction has been done on a 
limited scale in a few Universities^. There is need for en¬ 
couraging such research. 

Various theories have been advanced to determine 
justice in taxation. The more important ones are: (1) 
Cost of Service Theory, (2) Benefit Theory, (3) Ability 
Theory, (4) Equal Sacrifice Thdory, and (5) Minimum 
Sacrifice Theory. In practice, however, it is not possible 
to satisfy all the requirements of any of these theories. 
A method of trial and error al*d boldness in experi¬ 
mentation alone can enable us t() evolve a rational tax 
system. But a few general rules can be laid down, like 


the exemption of a subsistence minimum, the taxation 
of windfalls and graduation of tax rates, which should 
be borne in mind while devising any tax structure. 

Question No. 3. 

In so far as taxes in the Indian tax system are not 
graduated, and are levied on a flat rate, the principle 
of ability to pay cannot be said to have been followed. 
In fact, no effort has been made to find out the taxable 
capacity of Various sections of people in the country; 
nor has an attempt been made to assess the disparities 
in the burdens ot various taxes on various incomes and 
occupational groups. It would be a rare coincidence, 
therefore, if our taxes could conform to the principle of 
ability to pay. 

There is need for studying the question of incidence 
and burden of various taxes on different sections of the 
population. Even within a particular economic group, 
the burden of taxes is not evenly distributed on account 
of proper graduation in tax rates. Again, some taxes 
have no exemption limits, and as such, impinge harshly 
on the poorer sections. The schedules of most taxes 
need modifications to make them approximate to the 
definition of a “ good ” tax. 

Question No. 5. 

For a country where the national income is low the 
proportion of tax revenue to total national income has 
of necessity to be relatively small. But as has been 
pointed out in replies to the preceding questions, the 
burden of taxes is not properly distributed, and some 
sections escape fairly lightly. Adjustments in the tax 
structure in accordance with ability to pay principle 
may result in increasing the tax revenue. It is also to be 
seen if the exemption limit given under income-tax is 
not pitched a little too high. 

Question No. 6. 

The receipts from indirect taxes are much larger than 
those from direct taxes. In the 1953-54 Budget of the 
Union Government, the proceeds from income-tax are 
estimated at Rs. 68 crores, and those from the corpora¬ 
tion tax at Rs. 39 crores. These two direct taxes would 
account for 24 per cent, of the estimated total revenue 
receipts, as against 60 per cent, contribution of Customs 
and Union Excise Duties. Similarly in the Provincial 
Budgets one finds an overwhelming predominance of 
indirect taxes. 


Question No. 7. 

The importance of non-tax revenue has been on the 
decline, mainly because the husbanding of the sources 
of such revenue is a difficult task requiring patient 
work. It was easier to have recourse to taxes for find¬ 
ing money needed for immediate expenditure on 
development plans. 

It is not possible to predict the future of non-tax 
revenue, but since the taxable capacity of the majority 
of population appears to have been reached, or is about 
to be reached, it would be necessary for Government to 
turn its attention towards tapping the sources of non¬ 
tax revenue. 


Question No. 8. 

The receipts from particular taxes should not, as a 
rule, be founded or earmarked for specific purposes. 
Only in very special cases when a tax is levied with 
the ostensible object of financing a particular project 
would there be justification for funding its receipts for 
that project. Normally the State should work out its 
financial liabilities, including expenditure on develop¬ 
ment schemes, and co-ordinate its resources for meeting 
needs. 


Question No. 9. 

Special cesses are generally levied to recover the 
capital or running costs of a scheme. The incidence of 
the cess in such cases is generally on the unearned 
increment in the value of property ; and as such the 
cess has all theoretical as well as fiscal justifications In 
the Punjab the betterment levy, for instance, is such 
a cess. There are some cesses which are levied to meet 
the cost of administration. The village cesses are an 
Instance in point. These too, are levied for special 
purposes, and are in order. 
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Question No, 10. 

The experience gained on the revenue side from State 
undertakings does not warrant further extension of the 
principle of nationalisation, or of the State entering 
into competition with private enterprise. 

Question No. 11. 

No general rule can be laid down with regard to the 
utilisation of the net surplus earned by State under¬ 
takings. It, however, appears to be a good principle to 
spend a part of the profits on the improvement and 
development of the undertakings, and to credit the 
balance to the general revenue. 

Question No. 12, 

The question of assessment of the incidence of taxa¬ 
tion on various classes of people can be answered by 
determining the proportions of the incomes of people 
in different economic circumstances, which they pay to 
the Exchequer in meeting their liabilities under dif¬ 
ferent taxes. If we can determine the contribution of 
various classes towards revenue we would know the 
formal incidence of the tax structure as a whole. If we 
can make a parallel estimate of the formal incidence of 
public expenditure, we can arrive at the share of income 
of each class, redistributed through the public finance 
system, which is available for real consumption and 
voluntary saving. 

The computation of incomes of various income groups 
is, therefore, the most important factor in the study 
of incidence of taxes. This has a direct relation to the 
economic classification of the people. Detailed economic 
classification is possible through study of income struc¬ 
tures, which have little to do with questions of resi¬ 
dence or of occupation. Since, however, some taxes are 
peculiar to different classes, it would be better to study 
the question of incidence with reference to their special 
circumstances. Another important factor to be consi¬ 
dered in this connection, is the incidence of outlay taxes. 

Since residence alone cannot be regarded as the basis 
of differentiation, it would be better if the study of 
incidence is based on the following factors : — 

(a) Income; (b) Family Budgets; and (c) Factors 
common to all those industries, whose incidence it is 
impossible to trace satisfactorily. The study of these 
factors would involve the study of income and capital 
taxes, outlay taxes, and taxes on business and industry. 

Question No. 13. 

Comparative study in the distribution of burdens 
under the present tax system between different classes 
of people and different States can be made only if 
complete data about the effective incidence of taxes 
are available on comparable lines for each State and 
class. It would also be necessary to have complete 
information on the formal incidence of these taxes 
uis-a-ms, the formal incidence of public expenditure. 
There is no information available at present on the 
basis of which such a study could be made, The per 
capita contribution to State revenues ranged between 
Rs. 7'8 in Bihar to Rs, 17:5 in Bombay in 1952-53. But 
that does not help in calculating the burden of taxation 
in different States. Nor is it possible to say with pre¬ 
cision as to how the burden of taxes is distributed 
among different classes within a State. 

All that can be said on the point will be conjectural. 
It would, however, not be very wrong to say that the 
burden of taxes in States with over bearing prepond- 
ranee of agriculture is generally small compared to 
States where industry and commerce have a compara¬ 
tively more important place in the economy. While 
land revenue and other taxes on agriculture have 
generally remained unaltered over a long stretch of 
years, income-tax and other taxes on business and in¬ 
dustry have tended to increase sharply. The prices of 
agricultural commodities have, on the other hand, risen 
considerably over the last decade, and it looks obvious 
that the proportion of per capita incomes contributed by 
the agricultural classes to the revenues is less than that 
contributed by the non-agricultural classes. Besides, the 
outlay taxes are far less in the case of agricultural 
people than in the case of non-agrieultural population, 

Question No. 15, 

The cost of administration of various taxes amounts 
in the aggregate to about 4 per cent, of the total 
revenues from these taxes. As such, it is not heavy. The 
cost of compliance with tax regulations is also not 
heavy except in the case of small shopkeepers who 
complain of heavy expenses in connection with the 
maintenance of sales tax accounts, In the field of agri¬ 
culture, the small cultivators of tobacco find it difficult 
to comply with the regulations of the Excise Depart¬ 
ment. That might explain the decline in acreage under 
tobacco from 24,500 acres during the first three years 
of the last decade, to 5,000 acres only during 1950-53. 


Question No. 16. 

The important factors to be considered in forming a 
correct picture of the burden of taxation are : (a) 

Initial distribution of incomes in each class, (b) Amount 
of revenue derived from each class, and (c) Distribution 
of divisible benefits. Public expenditure consists either 
of expenditure on goods and services or of transfers. 
The transfers in turn are divided into income transfers 
and outlay transfers. It would be very interesting if we 
could campare the magnitude of the divisible benefits 
for each class. But in the absence of exact statistical 
data, we have to depend mainly on surmise. It is, for 
instance, apparent that the benefits of public education 
and other beneficient activities of government accrue 
evenly to all people in the State, so far as these services 
are free or only charged for nominally. But when they 
are charged for at a flat rate, they become regressive. 
In computing the burden of taxes this fact cannot be 
ignored. 

Question No, 18. 

The rising tempo of unemployment, persisting deficit 
budgets, reduction in national savings, and a serious 
drop in capital formation, are indications that fresh 
taxation my be difficult. Besides, additional taxation 
involves political difficulties. Recently an attempt was 
made by the Bombay Government to impose a moderate 
surcharge on land revenue. But this had to be aban¬ 
doned on account of serious opposition from different 
parties. The opposition to the sales tax, which has 
assumed organised and persistent proportion at 
numerous places, is another instance in point. The ques¬ 
tion of imposition of fresh taxes cannot, therefore, be 
entertained at this stage. The position with regard to 
a few particular taxes should, however, be reviewed. 

Public and private savings, on the other hand, consti¬ 
tute an important, and hitherto sparingly tapped source 
of finance. Large sums can be raised by tapping rural 
savings. A suitable policy of interest rates and necessary 
administrative arrangements to bring banks to the door 
of the people can be formulated which would stimulate 
private savings without affecting adversely industry and 
enterprise. It should, however, be observed that, gene¬ 
rally speaking, loans should be taken only for produc¬ 
tive undertakings, and other expenditure should be met 
out of current revenues. 

Question No. 19. 

The revenue needed .for financing development 
schemes would have to be found mostly through the 
prevention of evasion and avoidance of taxes, and de¬ 
velopment of non-tax revenues. Efforts have been made 
in the past to reduce State expenditure as far as possi¬ 
ble. The scope for further reduction is, therefore, limit¬ 
ed. There is likewise little scope for the introduction of 
fresh taxes. The same must be true in other States. 
Tightening of the administration of various taxes and 
scrutiny of tax regulations to eliminate loopholes in 
them therefore, appear very necessary. Efforts should 
also be made to discover fresh sources of non-tax 
revenues. This field has scarcely been exploited properly 
so far. 

Question No. 20. 

The revenue needed for the implementation of the 
Five-Year Flan has to come in the ultimate analysis 
from the people. Its distribution between the public and 
the private sectors for development activities is a 
matter of secondary importance. The tax structure of 
the country needs scrutiny for exploring the non-tax 
capacity of different income groups. It is felt that 
rationalisation of taxation would result not only in 
more even distribution of tax burdens, but would* also 
lead to the discovery of fresh resources. 

Question No. 21. 

The question of stimulating capital formation in the 
private sector is linked up with the question of deter¬ 
mining priorities for development. When decision is 
taken with regard to these priorities, it would be possi¬ 
ble to devise tax policy suitable for stimulating savings 
and investment. For instance, by raising import duties 
and giving subsidies to indigenous producers, capital 
may be attracted towards a particular industry, the 
development of which may be desirable. Other tax 
concessions could also be devised to encourage enter¬ 
prise. 

Question No. 22. 

The Indian Capital Market has recently suffered from 
lack of funds. Indian capital is said to be on strike. The 
problem has become acute since 1947. Between 1919 
and 1938, the rate of investment was 7 per cent, of the 
national income, and the rate of savings, which varied 
from 9 per cent, to 11-7 per cent, was adequate to 
maintain the rate of capital investment. But according 
to one estimate, the years 1946-47 and 1947-48 were 
years of “ dissavings ” and in 1948-49 the rate of savings 
was as low as 1-4 per cent. 



There are several factors which have stood in the 
way of capital formation in recent years. The dread of 
nationalisation is said to be acting as a deterrent. Again, 
the level of taxation is considered to be high. The 
budget of 1947-48 struck the first blow against capital 
formation. In subsequent years government have tried 
to undo the harm, but it will be sometime before 
matters are fully mended. Speculation activities at the 
Stock Exchange have also stood in the way of capital 
formation. The heavy fall in stock prices since 1946 
has had a depressing effect on investment. The mal¬ 
practices of some managing agents have also hampered 
capital formation Control of capital issues has also 
worked in such manner in the post-war years as to 
restrict the scope for useful investment. 

Question No, 23. 

Tax relief given to persons in the middle income 
group may not assist capital formation appreciably, A 
large portion of the relief would go towards subsidising 
consumption. In a period of rising standards of living 
there is a considerable unsatisfied demand ; and tax 
relief would be made use of for satisfying it as far as 
possible. If, however, any special inducement is pro¬ 
vided by way of good rates of interest on savings, a 
part of the tax relief would very likely be invested. 

Question No. 25. 

In a democratic frame-work of government, it i# not 
possible to introduce rigid controls, especially on the 
consumption side. Instead of administrative inter¬ 
ference, which is bound to be resented, it would be 
better to have recourse to proper publicity campaigns 
directed against wasteful expenditure on luxury goods. 
It would also be helpful if Government discourages the 
production of luxury articles in the country, and also 
restrict their imports through either reducing their 
import quotas or raising customs duties. Their gradual 
disappearance from the market as a result of these 
measures, combined with vigorous propaganda against 
their consumption, would result in the saving of a huge 
sum of money that might be absorbed through Small 
Savings Schemes, 

Question No. 26. 

The multiplicity of taxes on the same commodities, 
which is prevalent at present, results in inequitable 
distribution of the tax burden. But it is doubtful if it 
effects the allocation of resources in the community 
very seriously. 

The rationalisation of the tax structure would be 
highly useful. 

Question No. 27. 

The fiscal policy can be made use of for securing 
priorities in the development programme by providing 
special tax concessions to enterprises which are sought 
to be developed, and by making necessary changes in 
tariff rates. 

Question No, 28. 

The tax policy can be used as an instrument for 
determining the pace and direction of economic develop¬ 
ment. It has a wide range of effects on the production 
and consumption patterns, and redistribution of in¬ 
comes. However, in the case of inelastic demand, there 
are obvious limitations within which the tax policy can 
work. Again, a very elaborate tax system, though 
attractive in theory, would generally fail in adminis¬ 
tration ; and this limits the scope of taxation as an 
effective instrument for bringing about the desired 
economic changes. Evasion and avoidance of taxes is 
another factor to be reckoned with. High level of taxa¬ 
tion is desirable in certain fields ; but the higher the 
tax, the greater is the inducement to evasion. 

Question No. 29. 

For the future economic development of the country, 
a great measure of co-ordination between the tax and 
monetary policies is necessary. It is irrelevant to enter 
into a discussion of the merits and advantages of one 
over the other, In fact both have to move side by side 
in harmony. 

For some years, the customs revenue is likely to 
register an increase as the shipping position becomes 
easy There is a huge pent up demand for both con¬ 
sumer and producer goods. Their imports are bound to 
increase. But as industrialisation in India gathers 
momentum, this source of revenue will contract, and the 
excise duties will become more important. The yields 
from income-tax, super tax, and corporation tax are 
likely to go up as the country gains a measure of indus¬ 
trial prosperity. Direct taxation will assume still greater 
importance. Greater reliance will be placed on public 
borrowings to finance development schemes. 


Side by side, controls will be continued in one fOrrti 
or the other as planning progresses. Apart from controls 
on consumption, and production capital issue, and 
foreign exchange would have to be regulated. The help 
of monetary policy would also have to be invoked in 
giving direction to the growth of industry and other 
enterprises. It will thus be seen that the tax policy, 
the monetary policy, and the controls will all have to 
be co-ordinated in order to achieve the ends of planned 
economy. 

Question No, 30. 

The Indian tax system makes for reduction in in¬ 
equalities of income and wealth, particularly, through 
the operation of the income-tax. The recent introduction 
of the Estate duty will prove very useful in this direc¬ 
tion. 

Question No. 31. 

The question of securing a larger degree of economic 
equality does not necessarily clash with the maintenance 
and even encouragement of the incentives to capital 
formation and higher production. While the former is 
largely a matter of rationalisation of the present tax 
structure, the latter is connected with determination 
of priorities of development, and of promoting savings, 
especially among the lower income groups. After priori¬ 
ties of development have been worked out, it will be 
possible to make necessary changes in the tax rates 
to provide encouragement to enterprise in the desired 
directions. The promotion of habits of thrift is a matter 
that can best be tackled through proper propaganda, 
combined with a vigorous Small Savings Scheme and 
discouragement of production or import of luxury 
goods. 

Question No. 32. 

Public expenditure on Social Services goes a long way 
towards removing the regression in taxation. In the 
United Kingdom huge sums are earmarked for such 
services ; and more is given to the lower income groups 
through public expenditure than what is taken away 
from them by taxes. But public expenditure as an 
instrument for the reduction in inequalities of income 
and wealth has obvious limitations. 

Question No. 34. 

If the rates of taxes listed in the question are in¬ 
creased, there would be considerable public reaction 
against government. 

Question No. 35* 

The desirability and the scope of the forms of taxa¬ 
tion mentioned in the question are discussed below : — 

(1) Taxes on Capital. In view of the imposition of 
the Estate Duty, the reimposition of tax on 
capital gains is not desirable. 

(2) Re-introduction of the salt duty . The imposition 
of salt duty may be studied. 

(3) Surcharge on land revenue . So far as this State 
is concerned it is not considered desirable to 
levy this tax. 

(4) Betterment levies. There is a strong case for 
imposing these levies. The Punjab Government 
have already taken action in this direction. 

(51 Agricultural income-tax. So far as this State is 
concerned, it is not considered desirable to levy 
this tax. 

(6) Social Security Taxes. Considering the low 
taxable capacity of the common man in this 
country the levy of these taxes is not recom¬ 
mended. 

(7) Policy of prohibition. It is premature to intro¬ 
duce prohibition at this stage. The right way 
of spreading temperance is through taxes and 
persuasion which should be tried. 

Question No. 36. 

It is very desirable to levy tax on unearned incre¬ 
ments in the value of land and other property resulting 
from government development schemes. The Punjab 
Government have already decided to impose such a tax 
on lands which will benefit from the Bhakra-Nangal 
Irrigation Schemes. Ways should be devised of reaching 
other unearned increments in the value of property in 
other spheres. 

Question No. 37. 

For increasing revenue receipts from the existing 
resources, the tax structure should be rationalised, and 
avoidance and evasion of taxes should be dealt with 
more effectively. 



Question No. 

Taxes on marriages can be tried as new source of 
revenue. 

Question No. 40. 

The scope of tax policy as an instrument for dealing 
with inflationary or deflationary situations is very 
limited. Under inflationary conditions the contraction of 
money and credit in the money market to the required 
extent cannot be achieved. Nor can deflationary trends 
be arrested by granting tax reliefs. There are better 
methods of dealing with these conditions such as open- 
market operations and the bank rate policy, which give 
better and quicker results. However, tax policy should 
be co-ordinated with the monetary policy to achieve 
fuller results. 

Question No. 41. 

Adjustment in direct taxes will enable Government to 
contract or expend the volume of currency in the 
hands of the public. The results are calculable, and 
Government would know them beforehand, 


In the field of indirect taxes, the changes in the 
customs and excise duties play a very important part 
Adjustments in them will influence production and the 
supply of goods. As such, the help of indirect taxes can 
be invoked in dealing with difficult inflationary and 
deflationary situations. But as their effects are not cal¬ 
culable, resort to them as normal corrective measures, 
cannot be recommended. 

Sales tax will have oilly limited effect on these abnor¬ 
mal conditions. 

Question No. 42. 

This question has been replied to under Question 40. 

Question No. 43. 

Public expenditure policies provide a good means of 
dealing with inflationary and deflationary tendencies. 
By contracting or expending public expenditure, Gov¬ 
ernment can exercise control over the money supply. 
But here again a word of caution is necessary. Public 
expenditure policies have their repercussions in the 
economic field no less than in the political field. A reck¬ 
less resort to public expenditure as a corrective for 
inflationary or deflationary conditions is frought with 
risks. 



A Note on Municipal Taxation, sent by the Secretary, Health, Local Government & Industries, 

Government of Punjab 


STATEMENT I 


STATEMENT II 


Taxes ichich Local Bodies can levy without previous 
sanction of Government . 


Taxes leviable by Local Bodies with the sanction of 
Government or Deputy Commissioner. 


A. Municipal Committees under the Punjab Municipal 
Act, 1911, 

(1) Profession tax [Sec. 61(l)(b)]. 


A. Municipal Committee. 

(1) A tax payable by owner on buildings and lands not 
exceeding 12£% on the annual value [Sec. 61(1) (a)]. 


(2) A tax on vehicles, animals used for riding draught 
or burden and dogs when such vehicles etc. are kept 
within the Municipality. [Sec. 61(l)(c)]. 

(3) A tax on menial domestic servants. [Sec. 61(1) 

(d)L 

(4) A tax payable by occupier of any building in 
respect of which the Committee has undertaken the 
house scavenging [Sec. 61 (1>(e) j. 

(5) A tax payable by persons presenting building 
applications [Sec. 61(1) (f)] * 

Note.—A committee must obtain previous sanction of 
Government for the imposition of any of these taxes 
when its cash balances have at any time within 3 
months the preceding the date of passing of the resolu¬ 
tion imposing tax, fallen below Rs. 20,000 or l/10th of 
income accrued in the previous financial year whichever 
amount is less [Proviso to Sec. 61(1)]. 

B District Board under the Punjab District Boards Act, 
1883. 


With D. C-'s sanction [Sec. 62(7)]. 

With Government's sanction when the Committee's 
cash balances heve, at any time within the 3 months 
preceding the date of the passing of the resolution 
imposing the tax and allow below Rs. 20,000 or l/10th 
of the income accrued in the previous financial year 
whichever amount be less [Proviso to Sec. 61(10) ], 

(2) Any other tax which the State Legislature has 
power to impose in the State under the Constitution 
(with previous Sanction of Government [Sec. 61(2)]. 

B. District Boards. 

With previous sanction of State Government. 

Any tax which the State Legislature has power to 
impose in the State (Sec. 30). 

C. Small Towns. 

Taxes other than these specified in Statement I which 
the State Legislature has power to impose in the State 
(Sec. 22). 


Local rate at annas 2 per rupee of the annual value 
of land i.e. t double the land revenue. This rate can be 
increased by Government on a recommendation of the 
District Board to any extent. It is a compulsory tax 
[Sec. (5) ]. 

C Town Committees under the Punjab Small Towns 
Act, 1921. 

(1) A town rate (1) upon owners or occupiers of 
houses or lands assessed according to annual value sub¬ 
ject to a maximum of 124 % of assessed annual value 
[Sec. 21 (a) (i) and Sec. 27(1)], 

(il) upon all residents assessed according to their 
circumstances subject to maximum of Rs. 7i per month. 
[Sec. 21 (a) (ii)]. 

(2) Profession tax [Sec, 21 (b)]- 


D. Gram Panchayats, 

A tax other than the house tax specified in State¬ 
ment I which the State Legislature has power to buy in 
the State under the Constitution [Sec. 82(2)]. 

STATEMENT III 

A. Power of State Government to increase taxation. 

The State Government may by general or special 
order require a Municipal or Town Committee or 
District Board to impose a tax not already imposed at 
such rate and within such period as may be specified 
or to modify the rate of a tax already imposed and the 
Local Body concerned shall act accordingly. In default 
of a Local Body Government may themselves impose 
the tax or modify the rate of tax [Sec. 62-A of the 
Punjab Municipal Act, 1911; Sec. 22-B of the Punjab 
Small Towns Act, 1921 ; and Sec, 31(8) (9) and (10) of 
the Punjab District Boards Act, 1883], 


(3) A tax payable by owners of vehicles (other than 
motor vehicles) animals and dogs kept within the limits 
of the small town. No tax can or shall be payable on 
vehicles or animals used mainly for agricultural pur¬ 
poses [Sec. 21(c)]. 

D Gram Panchayats under the Punjab Gram Fanchayat 
Act, 1952. 


House tax payable by owner/occupier subject to rates 
prescribed by Government [Sec. 82(1)], It is a com¬ 
pulsory tax. 


B, Power of Government to grant exemption from taxa¬ 
tion, 

(1) Sec, 74 of the Punjab District Board Act, 1883. 

(2) Sec, 71 of the Punjab Municipal Act, 191L 

Note. —The power of exemption in case of small 
towns is vested in the towns Committee with approval 
of Government in case of classes of persons and Deputy 
Commissioner in case of Individuals (Sec. 33 of the 
Punjab Small Towns Act, 1921). 
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UTTAR PRADESH 


Memoranda presented by the Finance Department, Government 
of Madhya Pradesh to the Taxation Enquiry Commission 

MEMORANDUM I 

General Note on State Taxation 


T. Revenue and Capital Budget 

The year 1921 is a convenient starting point for the 
purposes of this survey of the State revemle receipts 
and revenue and capital expenditure. In that year the 
Government of India Act, 1919, come into force and 
conferred upon the States a limited measure of auto¬ 
nomy. Administration of land revenue, irrigation, excise, 
forests, and judicial stamps was transferred to the 
sphere of responsibility of the States. From the political 
point of view this was a very welcome change ; but, 
financially, it was soon found that the resources of the 
State were inadequate for discharging the increased 
responsibilities. During the whole period of sixteen 
years from 1921-22 to 1936-37, when the Act of 1919 
was operative, revenue receipts ranged between Rs. 10 
crores and Rs. 13 crores ; and expenditure met from 
revenue was generally a little in excess of the 
receipts. Capital outlay during the same period was 
principally on the construction of irrigation works, 
hydro-electric works and civil works ; and never ex¬ 
ceeded Rs. 2 crores per year except in 1928-29. Revenue 
deficits of varying amounts occurred during eleven 
years rf this sixteen-year period, and the economic 
depression of 1931 put a great strain upon the finances 
of the State. On the whole throughout this long period 
the position was distinctly unsatisfactory. 


In 1937 the allocation of subjects between the Central 
and State Governments under the Government of India 
Act, 1935, carried the process of devolution much 
further ; and a share of the proceeds of income-tax was 
also for the first time assigned to the States. The first 
three years of this enlarged autonomy were uneventful 
financially ; but after the outbreak of the world war, 
the gathering momentum of the war effort and the 
creation of new money to finance that effort caused 
spectacular increases in the State revenue receipts. In 
the year 1945-46 when the War ended, the revenue 
receipts stood at nearly Rs. 30 crores a year, which was 
about two and a half times the figure for the first year 
of autonomy. As a result of this large revenue surpluses 
accrued during the war years and were put aside for 
utilization on reconstruction schemes ; and this favour¬ 
able tendency persisted well beyond 1945-46. But 
thereafter the position was reversed ; and deficits began 
to appear, as increases in expenditure, also chiefly the 
result of inflation, began to make themselves felt and 
eventually more than counterbalanced the previous 
increases in revenue, Also the Government of India took 
during this*period a decision which caused a serious 
set-back to the State finances. This decision involved 
first the scaling down of the promised Central sub¬ 
vention for the development expenditure of the State 
and then its complete cessation from 1950-51, The State 
Government were unable, for obvious reasons, to 
abandon or curtail suddenly many of the schemes to 
which they were committed. Thus there were heavy 
deficits in the State budget even though revenue figures 
continued to rise. Revenue receipts and expenditure 
met from revenue hav both been rising very steeply 
from 1946-47 until in the budget estimates for 1954-55 
they have now crossed the Rs. 77 crore mark. The ex¬ 
penditure figure for 1954-55 is in fact Rs. 81 crores. Apart 
from the inflationary rise in all money costs, various 
other factors have also contributed to this rapid expan¬ 
sion of public expenditure. The implementation of 
development schemes and the Five Year Plan, the 
nationlaization of road transport, the relief and rehabili¬ 
tation of displaced persons, commodity controls and 
rationing and the implementation of land reforms have 
been some of the chief reasons. On the revenue side, 
Zamindari Abolition, Transport Department receipts, 
the imposition of agricultural income-tax, sales tax, and 
electricity duty and the enhancement of stamp duties, 
court fees and irrigation rates, combined with increases 
in the proceeds from the State’s share of income-tax and 
the allotment of a share in certain Central excise duties, 
account for the increase in revenue. But in spite of 
these increases in revenue, since 1949-50. the budgets 
of the State have either been balanced with great diffi¬ 
culty or revealed large deficits. 
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The capital expenditure of the State has similarly 
grown to enormous proportions. Irrigation schemes, 
power projects and buildings and communications 
schemes occupy the first place in the State Govern¬ 
ment’s programme of Capital Works and are responsi¬ 
ble for a tremendous increase in the outgoings. From 
Rs. 23 lakhs in 1939-40 the expenditure on these works 
has gone up to Rs. 2,109 lakhs in the current year’s 
budget, the corresponding figures for 1945-46, 1947-48 
and 1951-52 being Rs, 149 lakhs, Rs. 194 lakhs and 
Rs. 659 lakhs respectively. In addition, the Government 
have taken over th£ supply of thermal electricity to the 
important industrial centre of Kanpur. The construc¬ 
tion of a cement factory is nearly completed and a pre¬ 
cision instruments factory has been set up. Nationalised 
road transport is now serving nearly half the State. 
Moreover a great deal of expenditure has had to be 
incurred on State Trading schemes. These trading 
schemes (i.e., supply and rationing of food-grains in 
urban and scarcity areas) have been an unwelcome but 
in the then existing conditions of acute food shortage 
an unavoidable feature of the State Capital budget. 
Even after excluding these trading schemes, the capital 
expenditure of the State has risen from a modest Rs. 205 
lakhs in 1946-47 to Rs. 727 lakhs in 1951-52 and is 
expected to be about Rs. 2,375 lakhs in 1954-55. 


2. Trends on the expenditure side of the budget 

Up to 1937-38 when the first popular Government 
took office, the budget arrangements in the State were 
mainly concerned with internal order and security 
while keeping up a semblance of activity in the field of 
social welfare. With the outbreak of World War II, the 
Entire resources of the State were harnessed to the 
object of achieving a total victory in the War. This 
involved the strengthening of the general administrative 
services and the stepping up of the production of 
material useful for the prosecution of the War. Schemes 
of public welfare which had never occupied more than 
a secondary place in the thoughts of the foreign rulers 
were automatically relegated to an unimportant posi¬ 
tion in the budget of the State. With the return of the 
Congress party to power in 1946 the configuration of 
public expenditure began to change visibly and rapidly ; 
and, after the achievement of independence, the entire 
pattern has become altered beyond recognition. The 
emphasis now is on welfare, that is to say, on the im¬ 
plementation of schemes and policies calculated to speed 
up the moral, material and cultural progress of the 
citizens. These radical changes in the administrative 
and economic policies of the State determine the various 
stages at which the revenue and expenditure trends 
may be most usefully studied ; and in the subsequent 
discussion, the years 1939-40, 1945-46, 1947-48, 1951-52 
and 1954-55 have been selected for this reason. The 
year 1951-52 is the first year of the Five Year Plan 
period and the year 1954-55 indicates the latest inten¬ 
tions and possibilities as embodied in the budget. 


The State expenditure can be studied under five broad 
heads, viz*, (i) Revenue Departments, (ii) Security 
Services, (iii) Welfare Services, (iv) Debt Services and 
(v) Miscellaneous Services. Obviously, the expenditure 
of the Revenue Departments is the least subject to 
fluctuations, for unless a great change takes place 
through the imposition of a new tax or by 
way of any considerable extension of the appli¬ 
cability of a tax the administration or collection 
charges ordinarily remain practically stationary. 
This class of expenditure has never been large ; 
and the rise under Land Revenue, Excise and 
Forest as between pre-war times and the present day 
is largly due to revision of pay scales, the grant of 
cost of living-allowances, the cost of Power Alcohol 
purchased for redistribution, and the changes brought 
about by Zamindari Abolition and Prohibition. “Other 
Taxes and Duties” exhibit a rather erratic tendency 
but that in fact is due to transfers of money to special 
accounts or funds during the period 1940-41 to 1942-43 
an^J again in 1948-49 and 1949-50. The real permanent 
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increases under this head is accounted for by the cost 
of sales tax administration, whifh is nearly Rs. 23 lakhs 
a year. The introduction of a tax op agricultural income 
in 1948 has caused an increase of another 2\ lakhs in 
administrative charges. 

Under the head “Security Services” we may consider 
the expenditure on General Administration, Aminis- 
tration of Justice, Jails and Police. Leaving aside the 
increases due to revision of pay scales and the grant 
of cost of living allowances and the rise in the prices 
of food, clothing, stationery, etc., the increases under 
“Justice” and “Jails” are not specially significant 
From about 70 lakhs and 30 lakhs in pre-war days the 
expenditure under these two heads has arisen by degrees 
to the present level of 148 lakhs and 112 lakhs respecti¬ 
vely. But as long as normal conditions prevail, no heavy 
increases need be expected here ; for there is ^ no in¬ 
herent need for expansion except in so far as judicial 
administration may need strengthening to secure effi¬ 
ciency and speed and jail administration may be sought 
to be improved in the light of the modern ideas of prison 
reform. 

The position is however somewhat different in respect 
of the general administration services. The district offi¬ 
cer, who is the hub of all kinds of State developmental 
activities, has to be assisted now by a very much larger 
staff than he used to have before ; and the establish¬ 
ment of village panchayats has led to a considerable 
addition to the State general administration budget. 
The expensive but indispensable expansion of the Legis¬ 
lature and the Headquarters set up under the new 
Constitution has also involved considerable additional 
expenditure, Finally, land reforms which are at present 
under implementation will swell the bill still further. 
Thus, from round about Rs. 143 lakhs in the pre-war 
period, the cost of these services has gone up to nearly 
Rs. 6£ crores for 1952-53 and 1953-54. The peak has not 
probably been reached yet, but the rise in this expendi¬ 
ture in future is not likely to be very large. 

The expenditure on Police services reached its highest 
limit in 1949-50 when it stood at about Rs. 8 crores. 
It has been coming down gradually since, the figures 
being Rs. 741 lakhs for 1950-51 and Rs. 733 lakhs for 
1951-52 and slightly over Rs. 7 crores in 1953-54. In 
the pre-war days it was only about Rs. 165 lakhs ; but 
the conditions prevailing in the war years caused a 
steep increase, the expenditure going up from Rs 266 
lakhs in 1942-43 to Rs. 411 lakhs in 1945-46. In 1947-48, 
with ' the partition of India, the expenditure rose to 
Rs, 641 lakhs and in the following year to Rs. 758 lakhs. 
It will be recalled that those two years were years of 
commotion and turmoil and exceptional vigilance and 
preparedness became necessary for the maintenance 
of internal peace. The revision of pay scales and in¬ 
creases in cost of living allowances also contributed to 
the rise in expenditure. 

Turning now to the “Welfare Services”, it would 
perhaps not be wrong to say that in the post-indepen¬ 
dence era it is the expenditure on these services that 
determines and defines the character of the State 
budgets. The items included under this head are irriga¬ 
tion, agriculure, animal husbandry, co-operation, indus¬ 
tries, labour, transport, civil works, electric power, 
education, public health, Harijan welfare; grants to 
local bodies, relief and rehabilitation, planning, etc. 
Taking the first four items together to form a broad 
division, the expenditure has gone up from Rs. 83 lakhs 
in 1939-40 to Rs. 169 lakhs in 1945-46, Rs. 304 lakhs in 
1947-48, and Rs. 551 lakhs in 1954-55 ; and there is hard¬ 
ly any limit to what can be done except that imposed 
by the non-availability of funds. From small beginnings 
in 1945-46 the running of State transport is now cost¬ 
ing well over Rs. 3J crores every year ; and here also 
the scope for expansion is enormous. Civil Works, Le„ 
the construction and repairs of buildings and roads, 
accounted for a revenue expenditure of Rs. 68 lakhs 
only in 1939-40. This rose to Rs. 322 lakhs in 1945-46 
and was Rs. 438 lakhs in 1953-54. The construction of a 
widespread net-work of State highways to serve as 
arteries for the trade and commerce of the State is a 
prime necessity ; and substantial increase in expendi¬ 
ture in inevitable particularly on the maintenance of 
newly constructed roads. Already, the present limit of 
expenditure of nearly Rs. 2 k crores on the maintenance of 
communications is proving inadequate. The reorganisa¬ 
tion and expansion of educational facilities also occu¬ 
pies a place of great importance in the programme of 
social and economic advancement of the people and 
there is a rapid growth of expenditure from Rs. 212 
lakhs in' 1939-40. In 1945-46 the expenditure on educa¬ 
tion was Rs. 265 lakhs. It rose to Rs. 409 lakhs in 1947- 
48. In 1951-52 there was phenomenal rise to Rs. 743 
lakhs; and the budget for the current year makes a to¬ 
tal provision of Rs. 946 lakhs for this subject. There is 
still much leeway to be made up, particularly in the 
sphere of vocational and technical education, but the 
pace of progress has to depend upon the resources that 
are available. Medical and public health facilities are 


also similarly not sufficient to meet the needs of the peo¬ 
ple and though expenditure on them has advanced from 
Rs. 61 lakhs in 1939-40 to Rs. 174 lakhs in 1945-46 and 
Rs. 214 lakhs in 1947-48 and the budgetted provision is 
Rs. 391 lakhs in 1954-55 there is still very much that 
remains to be done. The welfare of Harijans and other 
backward classes is again another object in respect of 
which the expenditure of the State Government is 
steadily increasing. Prior to 1951-52 the expenditure on 
the various schemes of uplift was scattered under 
different heads. Much of it was brought together under 
one Grant in that year and the total amount spent in 
that year was Rs. 43 lakhs. In the following year the 
expenditure was Rs. 56 lakhs. The estimate for 1954-55 
stands at Rs. 70 lakhs. Expenditure on the development 
of cottage industries also is going up from year to year. 
In 1939-40 the expenditure was a little over Rs. 22 lakhs. 
The necessities of war-time production raised it to more 
than Rs. 100 lakhs, but it fell to Rs. 86 lakhs in 1945-46 
and Rs. 77 lakhs in 1947-48. The implementation of the 
Five-Year Plan again caused this expenditure to rise 
to Rs, 91 lakhs in 1952-53. The budget of 1954-55 pro¬ 
vides Rs. 273 lakhs, the increase being, chiefly due to 
the provision made for the cement factory, a new 
scheme for the development of handloom industry and 
other new industrial schemes. Expenditure on labour 
and labour welfare schemes has also increased greatly 
since 1939-40 within it was less than Rs. 1 lakh. In 
1945-46 it increased to Rs. 3 lakhs and in 1947-48 to 
Rs. 7 lakhs. It reached the level of Rs. 20 lakhs in 
1952-53 and is likely to go up further. A separate set up 
for Development and Planning came into existence in 
1947-48. The expenditure which was then less than 
Rs. 1 lakh rose to Rs. 17 lakhs in 1951-52 and with the 
tremendous fillip given by the Five Year Plan the 
expenditure in 1954-55 is expected to be more than 
Rs. 237 lakhs of which Rs. 187 lakhs has been provided 
for the Community Projects and National Extension 
Services and self-help schemes. 

The problem of meeting the charges in connection 
with the discharge of the State debt has not presented 
special difficulties so far, but these charges will un¬ 
doubtedly become a very heavy burden on the State 
finances in future. The amounts needed for the payment 
of the interest due on outstanding balances and for the 
repayment of the principal stood at Rs, 138 lakhs and 
Rs. 45 lakhs respectively in 1939-40 but rose subse¬ 
quently as follows : — 


1945-46 1947-48 1951-52 1953-53 


Interest . . ♦ .118 123 172 230 

Principal * . • * 7 ° 97 168 223 


In view of the budget deficits that have been develop¬ 
ing recently, and the fact that the financing of the 
State capital programme which includes some of the 
most essential schemes of development implies the rais¬ 
ing of very heavy loans, the payment of the charges in 
connection with the reduction and avoidance of debt 
which will rise' substantially in the next few years may 
lead to another period of extremely severe financial 
stringency in the State unless the Centre adopts a more 
leberal financial policy towards the State. The agrarian 
reform which has resulted in the abolition of zamindari 
entails the obligation of making payment of compensa¬ 
tion to the ex-zamindars. It is intended to make this 
payment chiefly in the form of long-term bonds which 
will be discharged by annual equated instalments of 
principal and interest. The charges on account of these 
instalments will fall on the revenues of the State. This 
is shown clearly in the deli 1 ; services budget for 1954-55. 


Compensation Bonds 

Interest , . , . . 274 

Principal . « , 165 


These figures disclose a marked change in the posi¬ 
tion regarding debt liabilities as compared to the pre¬ 
vious years and they are likely to go up further in 
future. So far as these charges are concerned, however, 
they will be fully met from the increased land revenue 
arising out of the abolition of zamindari and will not 
affect the financial position of the State. 

The last broad category of services is comprised of 
pension payments, printing, stationery, rationing and 
control organisations, etc. The expenditure on rationing 
and supply organisations made appearance in the State 
budget as a result of the scarcity conditions created by 
the War. This is an item which will slowly go out again 
from the budget ; but for some years to come, revenue 
will have to bear the burden of the losses incurred in 
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Supplying food-grains at reasonable prices to people in 
the urban and scarcity areas. The expenditure on pen¬ 
sions, stationery, printing, etc., is, on the other hand, 
bound to increase as the activities of the Government 
expand from year to year. The provision in the 1954-55 
budget under these heads is of the order of Rs. 197 
lakhs for pensions and Rs. 84 lakhs for printing and 
stationery. 

3. Revenue 

In accordance with current arrangements, the 
revenues of the State are grouped into eight sections, 
viz* : — 

(i) Principal Heads of Revenue ; 

(ii) Irrigation—Net receipts; 

(iii) Interest receipts; 

(iv) Civil Administration receipts ; 

(v) Civil Works receipts ; 

• (vi) Electricity Schemes—net receipts; 

(vii) Miscellaneous receipts ; and 

(viii) Extraordinary receipts. 

The item Principal Heads of Revenue consists of the 
following heads : — 

(a) Land Revenue ; 

(b) State Excise; 

(c) Stamps ; 

(d) Forest; 

(e) Registration ; 

(/) Receipts under Motor Vehicles Acts ; 

(g) Other Taxes and Duties ; 

(h) Share of Central Excise Duties ; 

(i) Share of Income-tax ; 

(j) Agricultural Income-tax. 

Before World War II, Land Revenue was the largest 
single item of receipt and the same position has been 
reached again in the budget for 1953-54. The proverbial 
inelasticity of this source of revenue maintained the 
receipts at Rs, 6 crores to Rs. 7 crores between the years 
1937-38 and 1949-50, In 1950-51 and the following years, 
as irrigation facilities in the State increased new land 
was brought under cultivation, the land revenue figure 
went Up to Rs. 7£ crores. In 1953-54, however, in con¬ 
sequence of the abolition of zamindari in July 1952, the 
budget estimate of land revenue shot up to Rs. 18J crores 
and the collection of land revenue had to be made 
directly from the cultivators. 

State Excise has been another important source of 
revenue. Before the war it was steady at about a crore 
and a quarter ; but wartime inflation and the diversion 
of purchasing power to the rural areas during the 
period of acute food shortages led to a rise in this 
revenue, the highest point reached being Rs, 706 lakhs 
in * 1947-48, The introduction of prohibition in certain 
areas of the State and the natural readjustments in the 
economy after a period of inflation are, however, hav¬ 
ing the opposite effect now and-the receipts were Rs. 632 
lakhs in 1951-52 and 549 lakhs in 1953-54, A still further 
shrinkage in this source of revenue appears to be un¬ 
avoidable. 

Stamp receipts have shown a steady advance from 
Rs. 130 lakhs in 1939-40 to Rs, 234 lakhs in 1951-^2 and 
Rs. 255 lakhs in 1953-54. 

Forest revenue before the war was about half a crore. 
But the exigencies of the war led to a rapid denudation 
of forest areas and sale of timber and other forest pro¬ 
duce led to such an increase in revenue that the total 
receipts in 1945-46 were nearly four times the pre-war 
figures. The effects of inflation on the prices of forest 
produce* has led to an increase of a more permanent 
nature. In 1951-52 the receipts from this source were 
Rs, 345 lakhs. It does not seem likely that there will 
be any large increases under this head now. 

The head Other Taxes and Duties includes in the 
order of their introduction : — 

1. Entertainment and Betting Taxes. 

2. Sugar Cane Cess. 

3. Sales Tax on Motor Spirit. 

4. General Sales Tax. 

5. Electricity Duties, 


The Entertainment and Betting Taxes were intro¬ 
duced in 1937-38. The sugarcane cess was imposed,in 
1938-39, In 1940-41 the sales tax on motor spirit was 
introduced. The levy of general sales tax was made 
eight years later. Electricity duties were imposed only 
about a year ago. Other Taxes and Duties thus brought 
in only Rs. 2 lakhs in 1937-38. The sugarcane cess was 
responsible for a substantial increase in the following 
year. In 1943-44, the entertaininment tax rates were 
doubled and the sugar cane cess was also increased, and 
the receipts rose to Rs. 136 lakhs. With the enforcement 
of the Sales Tax Act, in 1948, the revenue under this 
head shot up to Rs. 836 lakhs from Rs. 253 lakhs in 
1947-48. The actuals in 1951-52 rose still further to 
Rs, 925 lakhs and, because of the introduction of the 
electricity duties, the current year’s receipts are ex¬ 
pected to be RS. 1,018 lakhs, next highest to land 
revenue. 

The tax on agricultural income which brought in 
Rs. 136 lakhs when it was first introduced in 1949-50 has 
become a declining source of revenue because of the 
abolition of zamindari. The estimate under this sub¬ 
head for 1953-54 is Rs. 48 lakhs only, 

The State’s share of income-tax proceeds is another 
main and very important source of revenue receipts. 
Regarding these receipts, however, the State Govern¬ 
ment have always felt that the principles on which the 
State’s share has been fixed have operated to the dis¬ 
advantage of the State. For one thing, the State Govern¬ 
ment consider that having regard to the necessity of 
making available to the States the resources necessary 
to enable them to discharge their developmental res¬ 
ponsibilities under the Constitution the share of all the 
States taken together in the divisible pool of income-tax 
proceeds should be larger than it is at present As 
regards the distribution of the proceeds between the 
States truer se the State Government feel that that 
distribution should be made entirely on a population 
basis, because in the last analysis the real burden of the 
tax is borne by the consumers. After the partition the 
receipts under this head were Rs. 884 lakhs in 1948-49, 
Rs. 869 lakhs in 1949-50, Rs, 853 lakhs in 1950-51 and 
Rs. 942 lakhs in 1951-52. The budget estimate for 

1953- 54 was Rs. 924 lakhs and the budget estimate for 

1954- 55 is Rs. 936 lakhs. The Finance Commission’s 
recommendations involved a slight increase in the 
State’s share, but that does not materially affect the 
amount payable to this State. However, the Commis¬ 
sion’s recommendation that 40 per cent, of the net 
proceeds of certain Union Excise Duties should be 
allocated to the States in which the share of Uttar 
Pradesh is 18-23 per cent, on the basis of population has 
meant a permanent accretion to State revenues of the 
order of Rs. 2£ crores to Rs. 3J crores. As the recom¬ 
mendation was made effective from 1952-53 the State 
was to receive Rs. 320 lakhs for that year and an almost 
equal amount is expected in the current year. 

It is customary in the budget and the accounts to 
show both the receipts and the working expenses relat¬ 
ing to irrigation schemes on the receipts side, so that 
only tne net effect of their working is included in the 
revenue of the State. This applies also to elctricity 
schemes. The Nett Irrigation receipts stood at Rs. 186 
lakhs in 1939-40. They increased to Rs. 322 lakhs in 
1951-52. The enhancement of irrigation rates and the 
policy of enforcing uniform rates throughout the State 
will add Rs. 330 lakhs to the existing revenue in the 
current financial year and the estimate of increase yield 
for 1954-55 is of the order of Rs, 573 lakhs, but the 
entire additional receipts are being funded for the pur¬ 
pose of financing irrigation, electricity and other 
development works. 

Receipts under Civil administration represent various 
kinds of fees, fines, sale-proceeds, payments for services 
rendered, contributions, income from commercial opera¬ 
tions, rents, etc., relating to most of the spending depart¬ 
ments dealing with security services and welfare 
services. In the aggregate they amount to a considerable 
sum. They amounted to Rs, 82 lakhs in 1939*40, Rs. 304 
lakhs in 1945-46, Rs. 353 lakhs in 1947-48, Rs, 705 lakhs 
in 1951-52, Rs. 804 lakhs in 1953-54 and the estimate 
for 1954-55 is Rs. 973 lakhs. The big variations in 1951-52 
and 1953-54 as compared with 1947-48 are due to receipts 
from the greatly expanded State Transport which 
amounted to Rs. 320 lakhs in 1951-52 and are likely 
to bring in Rs. 375 lakhs in the current year. The 
increase in the estimates for 1954-55 is due to the fact 
that the Government Cement Factory is expected to go 
into production in a few months’ time. 

Under Miscellaneous and Extraordinary receipts are 
included the Central Government’s contributions to¬ 
wards the relief and rehabilitation of displaced persons, 
labour housing schemes, certain development schemes, 
community projects and the receipts under the various 
control orders. The total receipts under this head were 
Rs, 42 lakhs in 1939-40. Rs. 122 lakhs in 1945-46, Rs. 644 
lakhs in 1947-48, Rs. 341 lakhs in 1951-52 and Rs. 447 
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lakhs in 1953-54. As mentioned already in a previous 
section of this Note, the Government of India subsidised 
fully the development expenditure of the State in 1947-48 
and the high figure in that year includes about Its. 483 
lakhs on that account. The items included under this 
head are manifestly subject to the widest fluctuations of 
substantial magnitude and no useful comments can be 
made regarding future trends of these receipts. 

4. Change in Relative Significance of Tax and Non-Tax 
Revenue etc,, in Comparison with total Revenue and in 
relation to one another 

(A) The revenue dervied from the following sources 
in this State has been taken as tax revenue for the 
purposes of this paragraph : — 

(1) Tax on agricultural income. 

(2) Land Revenue. 

(3) State Excise. 

(4) Stamp duties. 

(5) Court fees. / 

(6) Taxation on motor vehicles. 

(7) Entertainment and betting taxes. 

(8) Electricity duty. 

(9) Sugarcane cess. 

(ID) Tax on saye of motor spirit. 

(11) General Sales Tax. 

(12) Irrigation rates. 

Of the above, the agricultural income-tax, the general 
sales tax and the electricity duty which were introduced 
after August, 1947, have been treated as new taxes and 
the rest as old ones. 

For comparing taxes, cesses and fees, sugarcane cess 
has been excluded from taxes and shown separately as 
a distinct item of cess. The income from the following 
fees has been taken into account— 

(1) Registration fees. 

(2) Inspection and licence fees under the Indian 
Electricity Act. 

(3) License fees under the U. P. Sugar Factories 
Control Act. 

(4) Court fees realized in cash. 

(5) License fees for vend of food in court com¬ 
pounds. 

(6) Fees for stage carriage licences. 

(7) Emigration fees. 

(8) Fees for registration of trade unions. 

(9) Fees for inspection of steam boilers. 

(10) Fees for licencing of factories. 

(11) Licence fees from grain, gur, cotton and oil 
dealers and iron and steel fabricators. 

(B) The comparison of various items with the total 
revenue of the State and in relation to one another is 
set forth as desired by the Commission in Statements I 
to V appended to this part of the Note. The main 
trends noticeable from these statements are stated 
below— 

(i) Tax revenue and non-tax revenue .—Statement 1 
appended to this note shows ‘Total revenue’, ‘Tax 
revenue’ and ‘Non-tax revenue’ and the relative per¬ 
centages. it reveals at a glance that the percentage of 
tax revenue to total revenue has been going down. From 
1938-39 onwards this trend was maintained right up to 
1949-50. In 1950-51 the Central Government’s subsidy 
towards the State’s development schemes was stopped 
which caused sudden fall in the non-tax revenue that 
year. The percentage dropped again in the estimates 
for 1953-54 due to a relative increase in tax revenue 
because of the imposition of a new electricity duty and 


a large increase in lancl revenue. The present policy 
of widening the field of governmental activity naturally 
tends to raise the relative percentage of non-tax revenue; 
and non-tax revenue and tax revenue are likely to be 
equal to each after some years. In the years 1947-48, 
1948-49 and 1949-50 this was virtually the position. 
Whenever new taxes are imposed or a new enterprise 
is drawn into the public sector, a change takes place in 
the ratio of tax revenue to non-tax revenue and in the 
relation of each to the total. At present there appears 
to be little scope for any new taxes being levied by the 
State Government in the near future and according to 
present indication the percentage of tax revenue to total 
revenue is likely to become progressively smaller. 

(ii) Grants in aid frojn the Centre , and other compo¬ 
nents of non-tax revenue (fees, receipts from State 
enterprises, etc.).—The Niemebyer Award which pre¬ 
ceded Provincial Autonomy under the Government of 
India Act, 1935 provided for a Central grant-in-aid of 
Rs. 25 lakhs to the U. P. for the five years from 1937-38 
to 1941-42. No grants-in-aid, were sanctioned for this 
State in any subsequent year. During the five year’s 
term of the grant-in-aid, it formed between 2 per cent, 
and 1*5 per cent, of the total revenue and between 5*4 
per cent, and 10*6 per cent, of other non-tax revenue. 

(iii) Share of income-tax {and other general taxes , if 
any), and revenue from State taxes.—A share of the 
proceeds from income-tax was assigned to the provinces 
from 1937-38 under the provisions of the Government of 
India Act, 1935. In the beginning the share received was 
nominal as compared with the total revenue of the 
State. War time prosperity however caused a rapid rise 
in the incomet-ax receipts and the provincial share of 
these receipts. In 1945-46 the income-tax share amounted 
to 14*4 per cent, of the total revenue. On the recom¬ 
mendation of the Finance Commission the State has 
been allotted a share of the proceeds of certain Union 
Excise Duties from 1952-53 which will amount roughly 
to Rs, 2£ crores to Rs. 3£ crores. The total receipts from 
the above mentioned two sources stood at Rs. 12£ crores 
in 1952-53 and formed 19 per cent, of the total revenue 
of the State. As compared with the tax revenue of the 
State, the income-tax share was only 1*9 per cent, in 
1937-38, In the first post-war year it become 24*6 
per cent. Along with the share in Union Excise Duties 
it amounted to 37*5 per cent, in 1952-53. Present indica¬ 
tions are that the State’s share of income-tax and Union 
excises are not likely to increase to any great extent 
in the next few years. 

(iv) Old and new taxes.—The new taxes as stated 
earlier comprise the agricultural income-tax, the general 
sales tax and the electricity duty. They formed 8*7 
per cent, of the total revenue in 1948-49. The percentage 
rose to 13*3 in 1949-50. Since then it has been falling 
because revenue from sales tax and agricultural income- 
tax has, for the reasons explained elsewhere in this 
note, declined. The yield from the general sales tax is 
likely to go up a little in 1953-54 ; and the percentage 
is not likely to fall very much in future. 

The ratio of revenue from old taxes to the total tax 
revenue has because of the introduction of new* taxes 
and the increase of non-tax revenue registered a fall. 
This is a trend which is likely to continue, 

(v) Taxes , Cesses and fees, —The only cess levied in 
the State, viz,, sugarcane cess was introduced in 1938-39. 
The actual income from it as compared with the total 

z revenue has varied between 2 * 7 and 6 • 1 per cent, after 
1945-46. The rate of the cess has not changed since 
1947-48, but the fluctuations are due to increase in other 
revenue and uneven realizations of the cess. The fee in¬ 
come of the State has always been a very insignificant 
fraction of th total revenue and will continue to be so. 
Revenue from State taxes (other than the sugarcane 
cess) is the principal ingredient of the State revenue 
and the sugarcane cess proceeds and the income from 
fees ’bear a small ratio to tax revenue. 


Year 

i 

1937- 38 ■ 

1938 - 39 

1939- 4t> 

1940- 41 , 
1941*42 . 

1942 - 43 

1943 - 44 - 


STATEMENT I 


Total 

revenue 

Tax 

revenue 

2 

3 

L 2 34 

974 

.1,280 

1,020 

U 35 S 

•,05a 

j 

1,141 

1,650 

1,163 

2,046 

1,370 

2,426 

i,r." 

2>747 

1,644 


Non-tax 
revenue 

Percentage 
of 3 to 2 

4 

5 

260 

78-9 

260 

79-7 

300 

77-8 

324 

77 -B 

487 

70-4 

776 

62-0 

9 i 5 

62‘2 

U103 

59-8 


(Rupees 

in lakhs) 

Percentage 
of 4 to 2 

Percentage 
of 4 to 3 

6 

7 

21* 1 

26* 7 

20*3 

* 3-5 

22*2 

28*5 

22*2 

28*4 

29*6 

41*8 

38*0 

6i» 1 

37*8 

Co-5 

40*2 

67-0 


»944-45 















STATEMENT I —Conti 


(Rupees in lakhs) 


I 








2 

3 

4 

5 

6 

7 

1945-46 . 








2,995 

1,717 

1,278 

57'3 

42*7 

74'4 

1946-47 . 







* 

3.365 

1,822 

i ,443 

55*8 

44*2 

79'2 

1947-46 . 








3.876 

1.978 

1,898 

5P0 

49 'o 

95*9 

1948-49 . 




’ 4 




4 * 92 ° 

2,406 

2 , 5 H 

48*9 

5 I* 1 

104*4 

1949-50 . 








5,627 

2,772 

2,855 

49*2 

50-8 

102*9 

1950-51 • 








5 A 89 

2,816 

2,373 

54*2 

45*8 

84*2 

1951-52 . 








5,556 

2,888 

2,668 

5 i *9 

48“ I 

92 * 3 

' 953-53 (R- E 0 








6,641 

3,402 

3,239 

51*2 

48-8 

95*2 

' 953-54 (B. E.) 








7,438 

4 >i 32 

3,306 

55*5 

55*5 

80* 0 









STATEMENT II 



(Rupees 

in lakhs) 

Year 








Total 

Revenue 

Grant-in- 
aid from 
Government 
of India 

Other non¬ 
revenue 

Percentage 
of 3 to 2 

Percentage Percentage 
of 4 to 2 of 3 to 4 

■ 








2 

3 

4 

5 

6 

7 

'937-38. 




. 




i ,234 

25 

235 

2*o 

19*0 

io*6 

1938-39 • 




* 




1,280 

25 

235 

2*0 

18*3 

10*6 

1939 - 4 ° . 




* 




i ,352 

25 

275 

i-8 

20*4 

9*0 

1940-41 . 




* 




',465 

25 

299 

i ‘7 

20’5 

8-3 

1941-42 . 




* 




i, 65 o 

25 

462 

i *5 

28*1 

5*4 

1942-43 . 








2,046 


776 


38-0 * 


1943-44 • 




* 




2,426 


915 


37*8 


1944-45 • 




* 




2,747 


1,103 


40* 2 


1945- 46 . 

1946- 47 . 




* 




2,995 


1,278 


42*7 









3,365 


T 443 


44*2 


1947-48. 




* 




3,876 


1,898 


49*0 


1948-49 . 




- 




4,920 


2,514 


- 51*1 


1949-50 . 




• 

♦ 



5,627 


2,855 


50*8 


1950-5' ■ 




• 




5,189 


2,373 


45*8 


1951-53 . 




• 




5,556 


2,668 


48* 1 


' 953-53 (R- E.) 




• 




6,641 


3,239 


48-8 


' 953-54 (B.E.) 




• 




7,438 


3 > 3 ° 6 


44*5 

•• 









STATEMENT III 



(Rupees 

in lakhs) 

Year 








Total 

revenue 

Share of 
Income-tax 
and other’ 
Central Taxes 

Revenue 
from State 
Taxes 

Percentage 
of 3 to 2 

Percentage Percentage 
of 4 to 2 of 3 to 4 

I 








2 

3 

4 

5 

6 

7 

1937-38 • 



• 


• 



1,234 

19 

974 

r 

i *5 

78-9 

i *9 

' 938-39 • 



* 





1,280 

23 

1,020 

i-8 

79*7 

2*2 

1939-40 . 



• 





',352 

42 

1,052 

3 ’ 1 

77-8 

3*9 

I 94 Q- 4 ' • 




t 




',465 

62 

1,141 

4*2 

77-8 

5*4 

1941-43 . 








1,650 

11 z 

1,163 

C -7 

70*4 

9*5 

' 943-43 • 








2,046 

164 

1,270 

8 *o 

62 • 0 

12*9 

1943-44 . 








2,426 

293 

i, 5 ” 

12 ’ I 

6a* 2 

19*4 

' 944-45 • ' • 








2,747 

398 

1,644 

H *5 

59‘8 

24*2 

1945-4# , 








3,995 

43 i 

i, 7 i 7 

14*4 

57*3 

25*1 
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STATEMENT III —Contd 













(Rupees 

in lakhs) 



1 





2 

3 

4 

5 

6 

7 

1946-47 . 


. 


* 



3,265 

448 

1,822 

13*7 

55-8 

24* 6 

1947-48 . 




* 



3,876 

565 

1,978 

14-6 

5 1 * 0 

-’8-5 

1948-49 . 







4,920 

884 

2,406 

18*0 

48-9 

36-7 

1949-50 . 







5,627 

869 

2,772 

15*3 

49*2 

3**3 

1950-31 . 







5,189 

853 

2,816 

16*4 

54 * 2 

30*3 

1951-52 • 







5,556 

942 

2,888 ' 

17*0 

5**9 

32*6 

1952-53 (R. E.) 







6,641 

1,276 

3 , 4 02 

19*2 

51-2 

37'5 

1953-54 (B. E.) 







7,438 

T 245 

4,132 

16*7 

55*5 

30* I 








STATEMENT IV 
















(Rupees 

in lakhs) 

Year 







Total 

revenue 

Revenue Revenue Percentage Percentage 

from from of 3 to 2 of 4 to 2 

other taxes newer taxes 

Percentage 
of 4 to 3 

I 







2 

3 

4 

5 

6 

7 

1937-38 . 







!,234 

974 


78'9 



1938-39 • 







1,280 

1,020 


79*7 



t 939 - 4 <> • 







i *352 

1,052 

*• 

77'8 



1940-41 . 







■>465 

1,141 

- 

77-8 



1941-42 . 







1,650 

1,163 

•* 

70-4 



1942-43 • 







2,046 

1,270 

- 

62*0 



1943-44 ; 







2,426 

i, 5 ii 

- 

62* 2 



1944-45 . 







2,747 

1,644 

•* 

59-8 



1945-46 • 







2,995 

*, 7*7 

' 

57'3 

-- 


1946-47 • 







3,265 

1,822 

• • 

55-8 

• * 


1947-48 • 







3,876 

1,978 

... 

51-0 

•• 


1948-49 • 







4*920 

t ,979 

427 

40*2 

8-7 

21-5 

1949-50 . 







5,637 

2,024 

748 

35*9 

13*3 

36-9 

1950-51 . 







5 ,i 8 S 

2,l86 

630 

42*1 

12* I 

a8*8 

f 

1951-52 • 







5,556 

2,307 

581 

4 i *3 

10*5 

25-1 

1952-53 ( R ' E.) 







6,641 

2,856 

546 

43 *o 

8*2 

19-1 

1953-54 ( B - E.) 


• 





7,438 

3,479 

653 

46-7 

8*8 

.8-7 








STATEMENT V 
















(Rupees 

in lakhs) 

Year 

Total 

revenue 

Revenue 

from 

State 

Taxes 


Revenue 

from 

State 

Cesses 

Revenue 

from 

State 

fees 

Per¬ 
centage 
of 3 to 2 

Per- Per- Per¬ 
centage ccntagc ■ ccntage 

of 4 to 2 of 5 to 2 of 4 to 3 

Per¬ 
centage 
of 5 to 4 

c ^ 

o »7 

w 3 

1 


2 


3 


4 

5 

6 

7 

8 9 

10 

11 

1937-38 

, 

*>234 


974 


—P 

H 

78-9 

— P 1 

* 1 

.. 

**4 

1938-39 


1,280 


992 


28 

*3 

77*5 

2*2 

*0 2*8 

46*4 

1*3 

1939-40 • 


*>352 


1,006 


46 

13 

74*4 

3‘4 1 

*0 4*5 

28*3 

1*3 

>940-41 


1.465 


1,080 


61 

14 

73-6 

4*2 I 

*0 5.6 

23*0 

**3 

1941-42 


1.650 


1,091 


72 

14 

66-o 

4*4 

•8 6-5 

19*4 

*‘3 

1942-43 


2,046 


1,209 


61 

15 

59 * 0 

3 *o 

•7 5 ‘° 

24*6 

1*2 

1943-44 


2,426 


i»4 xo 


IOI 

19 

58* * 

4 * 1 

*8 7-1 

18*8 

**3 

1944-45 


2,747 


i*53o 


114 

28 

55’7 

4 * 1 1 

•0 7*4 

24*6 

1*8 

1945-46 


2*995 


1,624 


93 

29 

54*2 

3*i 1*0 5* 7 

3**2 

i *7 

1946-47 


3,265 


i *735 


87 

35 

53*1 

2 * 7 1 

•i 5’ 0 

40*2 

2*0 
































STATEMENT I V—Contd 


^Rupees in lakhs) 


I 


2 

3 

4 

5 

6 

7 

8 

9 

IO 

11 

1947-48 

. 

3,876 

L792 

186 

27 

46*2 

4*8 

*7 

io*5 

40*5 

I# 5 

1948-49 


4,920 

2,106 

300 

30 

42*8 

6-1 

*6 

14-2 

10*0 

1*4 

I 949 - 5 C 


5.627 

2,559 

213 

34 

45*4 

3*8 

•6 

8*3 

16*0 

i *3 

1950-51 


5.189 

2,599 

217 

39 

50*0 

4*2 

♦8 

8*3 

18*0 

1*5 

1951-52 


5.556 

2,564 

324 

45 

46* 0 

5*9 

•8 

12*6 

13*9 

i*7 

1952-53 (R‘ E.) . 


6,641 

3,122 

280 

38 

47*o 

4*2 

•6 

8-9 

13*6 

1*2 

1953-54 (B. E.) . 


7.438 

3>832 

300 

39 

51*5 

4*0 

*5 

7-8 

13* 0 

I'O 


5. Trends in Revenue from Principal Taxes 

Agricultural Income-tax* —This tax was introduced 
partly as anti-inflationary measure and partly to 
draw into public exchequer a part of the money incomes 
of landholders which had increased very considerably 
because of the wart-time rise in prices. The receipts in 
the first two years, 1949-50 and 1950-51, amounted to 
Rs. 136 lakhs and Rs. 140 lakhs respectively. In 1951-52, 
however, they came down to Rs. 100 lakhs. As a result 
of the abolition of the Zamindari system in the Sta'e, 
the income from the tax went down to Rs. 78 lakhs in 
1952-53 and is likely to go down to Rs. 40 lakhs in 
1954-55. This is obviously a dwindling source of revenue. 

Land Revenue .—Just before the Second world war 
the collections from land revenue amounted to about Rs. 
6 crores. During the war they varied between Rs. 6 
crores and Rs. 7 crores, The merger of what were for¬ 
merly known as the States of Tehri-Garhwal, Ram- 
pur, and Banaras and the extension of irrigation faci¬ 
lities in the State and the bringing of new land under 
cultivation caused a sizable increase in 1950-51 to Rs. 
796 lakhs. By the abolition of zamindari in most parts 
of the State from July 1, 1952, the rents which the 
tenants were paying to zamindars have generally be¬ 
come payable to the State as land revenue. Land re¬ 
venue collections are now expected to amount to nearly 
Rs, 194 crores annually. 

State Excises,— Before the Second World War, the 
yearly excise revenue of the State fluctuated between 
a crore and a crore and a half. Prohibition was intro¬ 
duced for the first time in a few districts in 1938-39 and 
1939-40 and this brought down the receipts to some ex¬ 
tent. In 1941-43, however, the revenue had risen to 
Rs. 2 crores and the progress thereafter was steady and 
very rapid until a figure of more than Rs. 64 crores was 
reached in 1947-48. In that year, prohibition was re-in¬ 
troduced in certain districts and the area was extended 
in 1948-49 and 1949-50. The enforcement of prohibition 
has resulted in a loss of excise revenue of the order of 
Rs. 1*4 crores. There has been a progressive fall of 
revenue because of other causes also since 1948-49; and 
the budget estimate for 1953-54 is down by about Rs. 2 
crores compared with the actuals for 1947-48. To the 
extent the increase in excise revenue during the War 
and the early post-war years was due to inflationary pro¬ 
cesses and an undue diversion of"purchasing power to 
the rural sector, a downward trend in these receipts 
should perhaps be regarded as inevitable. 

Stamp duties ,—Revenue from stamp duties stood at a 
quarter-crore just before the Second World-War, An 
increase made in the middle of 1943-44 in the rates of 
duties doubled the income in 1944-45; and there was a 
further rise to Rs. 70 lakhs in 1946-47, In the next three 
years, the impending abolition of the zamindari system 
caused a temporary drop in the number of transactions 
relating to land but the receipts are again showing an 
upward .trend. The estimate for 1954-55 stands at Rs. 
90 lakhs, mainly as a result of the revision of stamp 
duties in 1952, 

Court fees .—The imposition of court fees dates back 
to 1870. In 1939-40, receipts from this source stood at 
Rs. 1 crore, but increases in the rates of fees in 1941, 
1943, 1944, 1948 and 1952 caused noticeable improve¬ 
ment in the receipts, which rose to Rs. 171 lakhs. But 
with the abolition of the zamindari system suits of high 
valuation are becoming less numerous. Also the estab¬ 
lishment of panchayat courts in respect of which no 
court fees are payable, may cause a decline in receipts 
in the future. 


the number of motor vehicles on the road; and the State 
Transport Department has also prevented tax evasion 
to a large extent. In 1949-50 the receipts rose to Rs. 53 
lakhs but remained comparatively stationary thereafter. 
As a result of the upward revision of the tax rates in 
January 1953, the receipts in 1953-54 were expected to 
rise to Rs. 92 lakhs and the budget estimate for 
1954-55 stands at Rs. 1 crores. With the rapid develop¬ 
ment of road communications which is taking place a 
further improvement in these receipts can be reasona¬ 
bly expected. 

Entertainment and Betting Taxes .—The Entertain¬ 
ment and Betting Tax Act was passed in 1937. In the 
first year the yield was only Rs. 5 lakhs. As a re¬ 
sult of war time inflation and increase in the taxation 
rates, the receipts went up to Rs. 20 lakhs'in 1943-44. 
The rates were increased again in 1947-48 and the re¬ 
ceipts went up to Rs. 49 lakhs. In the following year 
the receipts were Rs, 72 lakhs because of a tightening 
up of various provisions of the Act. The yield was 
maximum in 1951-52; when it reached the figure of 
Rs, 94 lakhs. Since then there has been a falling off, 
partly because of the closing of cinema houses for short 
periods to alter seating arrangements in conformity with 
the new Cinematograph Rules which however is a tem¬ 
porary set back. The recent reductions in cinema rates 
and the fall in the attendance at cinema-shows, however, 
point to the conclusion that appreciable increases in the 
revenue receipts under this head are not likely to occur 
in the near future. 

Electricity Duty .—This duty was imposed in Febru¬ 
ary 1953 and the revised estimate of receipts for 
1953-54 stands at Rs. 75 lakhs and the budget estimates 
for 1945-55 is Rs. 80 lakhs, With the withdrawal of 
control over the distribution of electrical energy and the 
progressive expansion of industries in the State, the 
consumption of energy is bound to go up. Revenue from 
the electricity duty is therefore likely to increase during 
the next few years* 

Sugarcane Cess .—This cess was first imposed during 
the crushing season in 1938-39 and yielded Rs. 28 lakhs 
in that year and Rs, 46 lakhs in the following year. In 
1940-41, a reduction in the ordinary cess and the intro¬ 
duction of two special cesses resulted in higher receipts 
amounting to Rs. 61 lakhs in that year and to Rs. 72 
lakhs in 1941-42. In 1942-43 when the two special ces¬ 
ses were withdrawn and also there was a smaller crop 
the receipts fell to Rs. 61 lakhs. In 1943-44, the ordi¬ 
nary cess was raised from 6 pies to 12 pies a maund. 
The revenue increased to Rs. 101 lakhs in that year. It 
rose to Rs. 114 lakhs in 1944-45. * The high level of 
prices, including sugar prices, prevailing in 1947-48 led 
to the revision of the rate of cess from one anna to 
three annas a maund ; and the receipts went up to 
Rs. 186 lakhs. In the following year they rose to 
Rs. 300 lakhs because of an exceptionally high crushing 
of sugarcane. The receipts during the next two years 
however fell to Rs. 213 lakhs and Rs. 217 lakhs because 
of difficulties in the realization of arrears. In 1951-52 
the receipts were Rs. 324 lakhs, and in 1952-53 Rs, 315 
lakhs. The budget estimates for 1953-54 and 1954-55 
are Rs. 300 lakhs and and Rs. 350 lakhs respectively. 
It may be mentioned that the rate of the cess has re¬ 
mained at 3 annas a maund since 1947-48. Assuming a 
normal crush every year, the average receipts from the 
cess should be of the order of 21 crores or 2J crores. 

General Sales Tax. —The General Sales Tax Act was 
enforced in 1948-49. The receipts have been as follows; 

(Rupees 

in lakhs) 


Motor Vehicles Tax.— This tax was introduced in 
1935-36. The yield from it was more or less stable bet¬ 
ween 10 and 13 lakhs up to 1941-42. In 1942-43 receipts 
dropped when petrol rationing had to be enforced and 
many cars were temporarily stored by their owners. 
After that period progress was steady; and the income 
in 1948-49 reached Rs. 36 lakhs. The introduction of 
Government Bus Services has resulted in an increase in 


1948 - 49 .' ♦ 




427 

1949-50 ... * 




612 

195°'51 . 




492 

1951-52 ...» 




481 

1952-53 




446 

1953*54 (Revised estimate) 




505 

1954-55 (Budget estimate) 




525 













The fall in the receipts during 1950*51 and 1951*52 
was due to the grant of more exemptions and the com¬ 
ing into operation of the provision which disallows in 
the Constitution a levy of the tax on inter-State trade. 
The receipts for 1952-53 were Rs, 446 lakhs. Certain 
changes in the taxation rates made in October 1952 
were expected to raise the receipts to Rs. 505 lakhs in 
1953-54. The State is far from realizing the figure 
reached in 1949-50 and it looks as if the revenue from 
this tax may fluctuate round about Rs. 5 crores. 

Irrigation Rates .—The only charge which is collected 
under this head is the occupier’s rate payable in respect 
of canal water supplied for purposes of irrigation to the 
occupiers of land. Xn 1939-40 it yielded Rs. 241 lakhs. 
As more and more irrigation works were constructed 
by the State, the receipts rose steadily, until 1948-49. 
In that year there was a sudden drop owing to good 
rainfall and a heavy rostering of tube-wells. The levy 
of a surcharge as from 1st October, 1948, stepped up the 
revenue to Rs. 483 lakhs in 1949-50. An increase in the 
rates brought into force from 1st April, 1953, is calcu¬ 
lated to raise the revenue in 1953-54 to Rs, 675 lakhs. 
The irrigation and power schemes which are being exe¬ 
cuted under the Five-Year Plan, are likely to result in 
a further increase of revenue from this source. 


6. Efforts at Different periods to increase tax revenue 

The first time that the State Government considered 
the imposition of new taxes to meet a budget deficit in 
1938-39. The policy of Prohibition ha'd led to a fall in ex¬ 
cise revenue; and a cess on the entry of sugarcane into 
sugar factory areas was introduced in November, 1938. 
The object was also partly to raise funds for a rural 
development drive, for cane development and for the 
regulation of the sugar industry. The yield from the 
cess in that year was Rs. 28 lakhs. The sales tax on 
motor spirit was imposed in 1939-40, again to cover a 
revenue deficit and to enable an increase of expenditure 
on schemes of road development. The enhancement qf 
rates of entertainment and betting taxes in 1943 and 1947 
was on the other hand designed mainly to combat infla¬ 
tion. The upward revision of the scales of pay of Gov¬ 
ernment servants as a result of the recommendations of 
the Pay Committee and the growing expenditure on 
nation-building activities combined to produce a revenue 
deficit of Rs. 4-7 crores in the budget estimates for 
1948-49. A general sales tax and a tax on agricultural 
incomes were imposed in order to meet this "situation. 
Although the Agricultural Income Tax is now likely to 
cease to be of much importance, of the general sales 
tax has become one of the main sources of State re¬ 
venue. If the results achieved in the Madras and Bom¬ 
bay States in maximising the income from Sales Tax 
are borne in mind, the potentialities of this tax for 
Uttar Pradesh can be seen in proper perspective. The 
importance of implementing the Five-Year Plan requires 
no emphasising and the State Government are deter¬ 
mined to discharge their commitments under the Plan. 
The two latest steps in the direction of raising additional 
resources for financing the Plan are the imposition of a 
duty at a flat rate of 25 per cent, of the rate charged for 
electrical energy consumed and the enhancement of 
irrigation rates by 50 per cent. The electricity duty 
came into force from January 15, 1953 and is expected 
to bring in an additional revenue of about Rs, 80 lakhs. 
The enhanced irrigation rates became effective from 
April 1. 1953 and are expected to account for an in¬ 
crease of about Rs. 3} crores to the revenues of the 
State. 


Further information about the taxes and duties at 
present in force in the State is contained in paragraphs 
of this memorandum dealing with trends in revenue 
from principal taxes and in the notes on individual 
taxes in Memorandum IV, 

7. Fiscal Legislation 

Under Article 199 of the Constitution, a Bill is deem¬ 
ed to be a Money Bill (i.e,, fiscal legislation) if it deals 
with following matters— 

(a) the imposition, abolition, remission, alteration 
or regulation of any tax; 

(b) the regulation of the borrowing of money or 
the giving of any guarantee by the State or the 
amendment of the law with respect to any 
financial obligations undertaken or to be under¬ 
taken by the State; 

(c) the declaring of any expenditure to be expendi¬ 
ture charged on of the State, the payment of 
moneys into or the withdrawal of moneys from 
any such Fund; 

(d) the appropriation of moneys out of the Consoli¬ 
dated Fund of the State; 

(e) the declaring of any expenditure to be expendi¬ 
ture charged on the Consolidated Fund of the 
State, or the increasing of the amount of any 
such expenditure; 

(/) the receipt of money on account of the Consoli¬ 
dated Fund of the State or the public account 
of the State or the custody or issue of such 
money; or 

(g) any matter incidental to any of the matters spe- 
fied in sub-clause (a) to (J). 

No action has been taken in this State in regard to 
the matter specified in clauses (b), (c), (e) and (f). Under 
Article 267(2), however, an Act was passed in 1950, for 
the establishment of a Contingency Fund of the State 
to enable the Governor to make advances out of the 
Fund for the purpose of meeting unforseen expenditure 
pending authorisation of such expenditure by the State 
Legislature in accordance with the law. Pursuant to 
clause (d) of Article 199, Appropriation Acts have been 
passed from time to time whenever demands for bud¬ 
get grants or demands for supplementary grants have 
been voted by the Legislative Assembly. The action to 
present the Bills in these cases is initiated by the 
Finance Department, in consultation with the Law De¬ 
partment. The draft Bills are placed before the Coun¬ 
cil of Ministers and after the approval of the Council 
of Ministers has been obtained or introduced in the 
Legislative Assembly and finally placed on the statute 
book in accordance with the prescribed legislative pro¬ 
cedure. No Finance Act has ever been prepared or 
passed in this State. As regards taxation, every pro¬ 
posals is initiated by the Department of the Secretariat 
to which the subject matter of the legislation relates 
and is examined by the Finance and Law Departments, 
The Law Department prepares the preliminary and final 
drafts of the relevant bill, but the administrative depart¬ 
ment concerned is responsible for taking all other action 
prescribed under the Rules of Business until the final 
draft bill is transferred to the Law Department with 
the instructions of Government thereon. The Bill is 
then dealt with in accordance with the prescribed legis¬ 
lative procedure. The practice hitherto followed in this 
State in regard to fiscal legislation has worked well and 
no alteration seems to be called for. 



MEMORANDUM II 

General Note on Local Taxation 

The Taxation Enquiry Commission have indicated 
that the General Note on Local Taxation should contain 
information regarding Municipal Corporations, other 
Municipalities, District Local Boards, and Village Pan- 
chayats in the State. So far no Municipal Corporations 
have been established in Uttar Pradesh. As regards the 
remaining three categories of local bodies, it will be 
convenient to deal with each separately. This note has, 
therefore, been divided into three sections, the first deal¬ 
ing with Municipal Boards, the second with District 
Boards and the last with village Panchayats in the 
State- 


A. Municipal Boards 

Budgetary position 

2. The total number of Muncipal Boards in this State, 
immediately before the outbreak of World War II, was 
85 ; and an idea of their collective financial position can 
be had from the figures given below which relate to the 
year 1937 - 38 : — 


4. Revenue derived from Municipal 

1 % _- r_ 


property and powers apart from 
taxation. 

42,09,902 

23*6 

5. Grants and Contributions 

8,00,928 

4*4 

6. Miscellaneous , 

3.81.785 

2* 1 

7 . Total Ordinary income 

1.78,07,733 

- 

8. Extraordinary and Debt . 

13,83,841 

•• 

Expenditure 



I, General Administration and collection 
charges. 

19,95,177 

♦* 

2, Public Safety .... 

21,15,782 

*• 

3. Public Health and Convenience 

1,00,14,616 


4. Public Instruction .... 

26,74,265 


5. Contributions .... 

4,77,890 


6. Miscellaneous .... 

16,67,965 

*■ 

7. Total Ordinary Expenditure 

1,89,45,695 

■* . 

8. Extraordinary and Debt . 

15,38,007 

.. 


Closing balance .... 30,48,902 


Heads 

Percentage 
to total 
ordinary 
income 

As the above figures show, the total ordinary expendi¬ 
ture in the year 1937-38 exceeded the total ordinary in* 

/inmn htr 1 1 lolrtic V111+ oiran crt n nlncintf HolanoA nf 

Income 

1. Opening balance .... 

2. Rates and taxes .... 

3. Realizations under special Acts 

Rs. 


LUUIC UJ J 

about 30*5 

J. uu 

lakhs was 

MU Wy w T VM VUj u V + 

available at the end of the year, 

43,41,03° 

1,21,66,090 

2,49,028 

67,7 

1*3 

3 . As was but to be expected, the outbreak, of the 
War had its repercusions on municipal finances al$o A 
the table below gives an indication of the budgetary 
position of the Municipal Boards in Uttar Pradesh duj% 
ing the war years:*— 

Heads 

1940-4! 

1 943-44 

1945.46 

Variation In 

Amount 

Percentage 
to total 
ordinary 
income 

Amount 

Percentage 
to total 
ordinary 
income 

' — * percentage 

Percentage between 

Amount to total 1940-41 

ordinary and 1945-46 
income 


Rs. 


Rs. 


Rs. 




Income 



1. Opening Balance . 

39,03,478 


54*67,36 * 


91 , 67,944 

2. Rates and Taxes , . . % 

1 > 33 > 5°> 1 °8 

67*8 


66*8 

2,21,98,018 61-5 —6-a 

3. Other sources (Revenue derived under 
special Acts). 

6,45,048 

3*3 

3 , 44>762 

i *3 

3,25,861 -9 —4. 

4. Revenue derived from Municipal pro¬ 
perty and powers apart from taxation. 

47,85,241 

24*2 

63*23*690 

24*7 

77 , 65,195 ai -5 —a-i 

5. Grants and Contributions « 

9,06,913 

4-6 

12,50,073 

4*8 

48 , 87,445 13 ’ 5 +8*i 

6. Miscellaneous . 



6,21,356 

2*4 

8,60,796 2-6 +.5 

7. Total Ordinary income • 

1 >98,67,310 

.. 

2,55,80,183 

. * 

3 , 60 , 37,315 

8. Extraordinary and debt 

I 4 > 2 7> 2 59 


20,29,254 


17 , 73,215 



Expenditure 



1. General Administration and collection 
charges. 

20,88,084 

*♦ 

25,38,928 


32,78,444 .. .. 

2. Public Safety * 

20,30,869 


22,39,018 


26,29,401 

3. Public Health and convenience , 

99,61,327 


1,31,87,221 


1,94,69,504 

4. Public instruction . 

29,26,869 


33,10,628 


40,90,046 

5. Contributions . 



6,43,433 


7 , 67>759 

6. Miscellaneous . 

27,00,214 


26,44,004 


36,78,740 

7. Total Expenditure . 

1,97,07,363 


2,45,63,232 


3 , 39 , 13,894 

8. Extraordinary and Debt 

15,52,183 


12,71,978 


17,33,140 

9. Closing Balance . 

37,38,501 


72,41,588 


i,' 3 , 3 i ,440 


605 


77—1 T. E. Com. (N.D.)/55 










4* From the tables given above it will be clear that 
the total ordinary income of the Municipal Boards in 
Uttar Pradesh registered an increase from 178 lakhs to 
260 lakhs in the period 1937-38 to 1945-46. This in¬ 
crease is distributed between various heads as follow: — 


Heads of income 

Increase 
I937-3 8 and 
1945-46 

Percentage 
to increase 
in total 
ordinary 
income 

I. Rates and Taxes .... 

1,00,31,928 

55 ’ 0 

2. Realizations under Special Acts 

74.833 

*4 

3. Revenue derived from Municipal pro¬ 
perty and powers apart from taxation. 

35.55.293 

*9*5 

4. Grants and Contributions 

40,86,517 

22*4 

5 . Miscellaneous. .... 

4,79,°> 1 

2-7 

6 . Total ordinary income 

1,82,29,582 



5. It will be seen that the highest increase was under 
the head “Rates and Taxes”, and the next largest in¬ 
crease was in respect of “Grants and Contributions” 
The increase under the latter head was largely due to 
grants totaling Rs. 35 lakhs paid by Government in 
the year 1945-46 to Municipal Boards for the mainte¬ 
nance of their roads; in addition the following recur¬ 
ring grants were also paid— 

(a) Compensatory grants in lieu of income from— 

(i) magisterial fines, and 


(ii) fines, and 

(b) grants towards payment of dearness allowance 
to employees, at the rate of Rs. 4 per month 
in respect of each employee drawing a salary 
of Rs. 40 per mensem or less, 

6 . The wartime boom in trade and commerce, and 
the rise in prices, naturally added to the income de¬ 
rived by Municipal Boards from indirect taxes. Side 
by side with this, a number of Municipal Boards en¬ 
hanced the rate of toll and octroi charges in order to 
meet increased expenditure occasioned by wartime con¬ 
ditions, The increase in the income was, however, 
greater than the increase in expenditure with the re¬ 
sult that the financial position of the Municipal Boards 
improved during this period and the closing balance of 
the Boards increased from Rs. ,30,48,902 at the end of 
1937-38 to Rs. 1,13,31,440 at the end of 1945-46. 

7. On the whole, however, the war failed to have any 
appreciable effect on the pattern of income or expendi¬ 
ture and, while the increased income sufficed to meet 
the increased expenditure, there was no substantial sur¬ 
plus left over such as could have been utilised for ex¬ 
panding the services or for effecting any major improve¬ 
ments. 


8 . Since the termination of the war, 35 new munici¬ 
palities have been created, thus bringing up their num¬ 
ber to 120. The following statements of income and ex¬ 
penditure give a comparative picture of the financial 
position of the municipalities in this State at the three 
stages, viz., before, during, and after the war: — 


Income 


Heads 


Amount Percentage of Amount Percentage Amount Percentage 
of income of total of income to total of income to total 
in i 937‘38 ordinary in 1945-46 ordinary in 1951-52 ordinary 
income income income 



Rs, 


Rs. 


Rs. 


j. Grants and Contributions ..... 

8,00,928 

4*4 

48,87,445 

13*5 

1,08,56,838 

* 5 *i 

2. Rates and Taxes ....... 

1,21,86,090 

67*7 

2,21,98,018 

61 * 5 

4,30,66,807 

61 * 6 

3. Realizations under special Acts .... 

2,49.028 

1*3 

3,25,861 

* 9 ^ 



4, Revenue derive from, Municipal property and powers 
apart from taxation. 

42,09,902 

23-6 

77,65,195 

21-5 j 

[ 1,76,07,684 

23*3 

5, Miscellaneous ....... 

3.81,785 

2* I 

8,60,796 

2*6 J 



6, Total Ordinary income ..... 

1.78,07,733 


3,60,37,315 


7,15,31,329 

• * 

Expenditure 

Heads 



Amount of Expenditure in 





•937-38 

1945-46 

* 95 i- 5 2 


1. Central Administration and collection charges 

2. Public Safety . 

3. Public Health and Convenience 

4. Public Instruction « * 

5. Contributions ...... 

6. Miscellaneous ...... 

7. Total Expenditure ..... 


<9,95,177 

32,78,444 

2 <.<5,782 

26,29,4m " 

1,00,14,616 

1 >94569,504 

26,74,265 

40,90,046 

4,77,890 

7,67,759. 

16,67,965 

36,78,740 

1,89,45,695 

3,39,13,894 


81,00,831 


4 > 34 > 65>326 


2,12,50,864 

7,28,17,021 


9. It will be seen from these statements that in the 
post-war period the increase in income has not kept 
pace with the increase in expenditure although no fresh 
responsibilities were undertaken by the Municipal Boards 
in the past few years. The scales of municipal employees 
were, however, revised in the post-war period and this 
has also placed an additional burden on the finances of 
the Municipal Boards. In fact the present financial posi¬ 
tion of the Municipal Boards in Uttar Pradesh is by no 
means easy and in particular their ability to expand 
their activities is severely circumscribed by the State 
of their finances relieved, to some extent, by assistance 
from Government in the shape of grants and/or loans. 


10 , The main items of development work undertaken 
by the Municipal Boards have been— 


(i) the establishment or re-organisation of water 
supply, 

(ii) the construction and improvement of drainage, 

(iii) the construction and improvement of roads, and 

(iv) the establishment of electric supply undertak¬ 
ings. 
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Most of these activities have, however, been depen¬ 
dent on the extent of Government assistance available 
through grants-in-aid or loans from year to year. Nor¬ 
mally grants-in-aid are not given for water or electric 
supply schemes which, being commercial enterprises, 
constitute a source of future income for the local bodies 
concerned. For such enterprises financial assistance is 


given by the State in the shape of loans only, but 
for non-productive schemes like those for the construc¬ 
tion and improvement of drainage etc., grants are also 
given by Government. The tables below indicate the 
extent of the financial assistance given by the State to 
local bodies, over a period of five years, in the shape of 
loans and grants for various purposes. 


1948-49 1949-5° i95°-5i 1951-52 1952-53 Remarks 


Loans 


Water Supply . 


♦ 


. 11,03,000 

37,16,866 

22,34,000 

19,03,000 

33,34,376 

Drainage . 


* 


3,03,665 

4,00,000 

30,18,000 

3,53,100 

5,98,000 

Electricity 


. 


* 4,40,300 

23,08,600 

9,38,500 

10,31,000 


Housing and Shops 


. 


• 36,73,3°° 

7,31.500 

8,63,600 

11,72,400 

8,00,000 

Other purposes . 




15,60,073 

4,72,800 

1,19*5°° 

20,000 

1,92,624 



Total 


69,80,338 

76,29,766 

7Ij73>6oo 

44,79,500 

49,15,000 





Grants 





Water Supply . 




, 8,17,801 

2,76,500 

• • 

50,000 

1,12,000 

Drainage . 




* 9,86,865 

6,06,000 

3,47,100 

2,40,70° 

3,88,000 

Electricity 




* 

- 


- 

*• 

Housing and Shops 






•• 



Roads . . , 


* 


18,29,400 

24,60,200 

24,22,700 

25,06,400 

28,01,400 

Other purposes . , 




L 57> 6 49 

1,87,299 

2304,454 

69,028 

«i >354 



Total 


* 37 ? 9 b 7 i 5 

25 * 29*999 

29 * 74*254 

28,66,128 

33,82,754 


Relative significance of the different sources of revenue 

11. Rates and taxes have always been the most im¬ 
portant source of income for Municipal Boards. Imme¬ 
diately before the outbreak of the War, 4 67-7 per cent of 
the income of Municipal Boards was being derived from 
this source and even now rates and taxes contribute 
61*6 per cent, of the total revenues of Municipal Boards 
in Uttar Pradesh, the slight fall in percentage being 
due to an increase in the amount of Government grants. 
In terms of money, the increase in revenue from rates 
and taxes, between 1937-38 and 1951-52 amounts to Rs. 
3,08,80,717 which works out to a 253 per cent, increase 
over the pre-war figures. A certain portion of this 
increase is undoubtedly due to the creation of 35 new 
Municipal Boards in the years after the War but even 
taking that factor into account per capita incidence 
under this head has gone up from Rs. 3-10-2 to 
Rs. 7-6-5. 

12. In this State, Municipalities are not allowed any 
share out of the revenue from any specific taxes levied 
and collected by Government. 


1951-52. This increase has been caused by the follow-' 
ing additional grants made by Government after 
1937-38: 

(1) Subsidies towards the cost of dearness allowance 
paid to employees of local bodies in receipt of a salary 
up to Rs. 40 per month. When these subsidies were 
initially allowed in 1944, the rate was fixed at Rs. 2 per 
head per month but it was subsequently increased to 
Rs. 4 per head per month. 

(2) Compensatory grants-in-aid to cover the loss of 
revenue on account of— 

(a) proceeds of magisterial fines realised under cer¬ 
tain enactments, and 

(b) the management of ferries, 

(3) Road grants out of the U. P. Road Fund which 
was constituted under the U. P. Motor Vehicles Taxa¬ 
tion Act, 1935, and 

(4) Grants for development works. 


13 Under “Grants-in-aid and other non-tax revenue”, 
the most important sub-head is “Revenue derived from 
Municipal property and powers apart from taxation” of 
which the main constituents, arranged in order of their 
relative importance are: 

1. Sale of water, 

2. Miscellaneous, 

3. Rents of lands, houses. Sarais. Dak bungalows, 

etc., 

4. Fees and revenue from markets and slaughter 

houses. 


A statement of the grants allowed to Municipalities 
between 1948-49 and 1952-53 has been given already 
above. 

15. The compensatory grants are allowed to Munici¬ 
pal Boards in lieu of revenue which was available to 
them for direct appropriation before the coming into 
force of the Government of India Act, 1935. That Act, 
however, made it necessary that the revenue from those 
sources should be credited to the account of the State 
Government and the position continues unaltered under 
the Constitution of India also. Accordingly, to save the 
local bodies from loss, grants-in-aid equivalent to the 
revenue derived by the State Government from these 
sources are allowed to the local bodies concerned. 


5 . Conservancy receipts (other than taxes and 

rates), 

6. Fees and revenue from educational institutions, 

7. Sale proceeds of land and the produce of land, 

and 

3. Licence fees on hand carts. 


14 The next most important sub-heads is “Grants 
and Contributions”. The income from grants and contri¬ 
butions increased by Rs. 1,00,55,910 between 1937-38 & 


16. The road grants mentioned above, are sanctioned 
under the U. P. Motor Vehicles Taxation Act, 1935 and 
the first such grant was made in 1938-39. A fixed sum 
of Rs. 2,13,780 is paid annually to the Municipal Boards 
as compensation for the loss of revenue following the 
withdrawal of their powers of taxation in respect of 
motor vehicles: in addition, further grants are allowed 
for the construction, maintenance and improvement of 
roads. Grants of the latter categories were stopped dur¬ 
ing the War; but were revived in 1946 since when 
about one half of the proceeds from the tax on motor 
vehicles (inclusive of the Rs. 2,13.780 referred to above) 
has been given as grants to the Municipal Boards 
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Figures of the grants to Municipal Boards out of the 
U, P. Road Fund from 1946-47 to 1951-52 are as fol¬ 
lows :— 



Year 


Total amount of 
grants sanctioned 
to Municipal 
Boards of the 
U. P. Road 
Fund 




Rs. 

1946-47. 

. 

• 

• * 9*99,780 

1947-48. 

♦ 

* 

10,99,980 

1948-49 . 

. 

• 

13 ^ 43 . 1 80 

" 949-50 • 

. 

• 

26,73,980 

i 95 °' 5 ' 

. 

* 

. . 26,36,480 

« 95 >- 5 » • 

. 

• 

. . 27,20,180 


17. The commercial activities undertaken by Munici¬ 
pal Boards are generally confined to water works and 
electric supply organisations although two or three 
Boards run their own printing presses also. Out of a 
total of 120 Boards, 33 own electric supply undertakings, 
but the details regarding the financial results of those 
undertakings are not available. The income from water 
supply undertakings is used exclusively for defraying ex¬ 
penses connected with the construction, maintenance, ex¬ 
tension or improvement of Water Works. 

Principal taxes and their trends 

18. The principal taxes levied by Municipal Boards 
are: 


A. Indirect Taxes i 

( 1 ) Octroi. 

( 2 ) Terminal tax. 

(3) Taxes on goods and passengers carried by road 
(popularly termed as terminal Toll). 

(4) Pilgrim tax. 

(5) Tolls on roads and ferries, 

B. Direct Taxes; 

(i) Tax on buildings and lands, 

(ii) Water Tax, 

(iii) Tax on professions, trades and callings, and 

(iv) Tax on circumstances and property, 

19. Octroi must be placed at the top of the list from 
the point of view of yield. During the three years 
ending 1949-50 (classified figures for subsequent 
years are not readily available) the average net 
income from the tax after deducting refunds stood at 
Rs. 1,29,97,429 per year for the 47 Boards which were 
levying the tax. Octroi has, however, came in for much 
criticism due to its inherent defects which relate, large¬ 
ly, to the system of refunds and the obligation to weigh 
and value goods at the octroi barrier. The present 
method of levying octroi does cause a certain amount 
of inconvenience to the traders and also provides 
avenues for bribery and corruption among the staff. For 
that reason, the question of a gradual replacement of 
octroi by terminal taxes was taken up prior to 1937. 
The question was, however, set at rest by the coming 
into force of the Government of India Act, 1935 which 
included terminal taxes in the Federal List and re¬ 
moved them from the sphere of local taxation. Octroi 
has, therefore, not only to be retained in the areas in 
which it was being levied from before, but other Muni¬ 
cipal Boards also have had to start levying this tax in 
order to keep up their revenues. The table given indi¬ 
cates the trend of revenues receipts from octroi during 
the three stages viz., (1) prior to world war II, (2) dur¬ 
ing the war and (3) after the war. 



Year 

Number of 
Boards 
levying 
' the tax 

Income 

in 

rupees 

Variation 
from the 
preceding 
stage 

Remarks 


1 

2 

3 

4 

5 

1938-39 

. 

45 

30 , 48,898 



1945-46 . 

. 

* * * 46 

94 , 28,899 

+ 63 , 80,001 


1949-50 



i>37, 6 7.335 

+43)39)43® 



20 . The total increase in income from this tax 
between 1938-39 and 1949-50 amounted to Rs. 1,07,19,437. 
The increase was due mainly to three factors, viz . ( 1 ) 
increase in t the rate of tax, ( 2 ) increase in the volume 
Of imports into the towns during the war, and (3) higher 
Value of goods due to rise in prices. The main reason 
tor enhancing the rates of octroi was the necessity of 
more revenue in order to meet the higher cost of civic 
amemties during and after the war. The increase in 
the rate, however, did not cause any resentment among 
the trade or among consumers because of the general ex¬ 
tension in trade and employment, and the consequent 
increase in prosperity, during the period of the war and 
in the period which followed immediately thereafter, 

. 21. Any further enhancement of the tax at this stage 
is, however not likely to be easy, because the conditions 
Which favoured sellers’ markets have come to an end 
and the traders’ capacity to pass on the tax to the 


consumers has come down. These factors may in fact 
even result in a reduction in the receipts from this 
source. 


Terminal tax 

22 , As has been stated earlier, due to the inclusion of 
terminal taxes in the Federal List under the Govern¬ 
ment of India Act, 1935, and thereafter in the Union 
List under the Constitution of India, the receipts from 
this lax could not be enlarged during the last several 
years. In fact the rates of levy, and the areas where 
the tax has been enforced, have remained unchanged 
tor over 16 years now; and whatever increase in income 
from this source has taken place is due solely to the 
increased volume of goods traffic since the War, The 
following table will show the comparative position of 
receipts from terminal tax in 1938-39, 1945-46 and 1949- 



Year 

Number of 
Boards levying 
the tax 

Income 

in 

rupees 

Variation from 
the preceding 

Stage 

Remarks 

1938-39 

■ 

20 

29 )i 8 > 45 2 

( t 


1945-46 

. 

20 

39 . 18,737 

4 -10,00,285 


1949-50 


20 

48,66,695 

+9.47.958 



23, The scope of this tax cannot be enlarged in future 
unless either the tuitional position, indicated above is 
altered, or, as is contemplated in article 269 of the Cons¬ 
titution, the Government of India proceed to impose 
terminal taxes and distribute the proceeds to the State 
Governments for being passed on ultimately to the local 


bodies, concerned. The latter alternative, however, may 
not be very satisfactory for the following reasons: 


(!) It may not be possible to achieve proper co-ordi¬ 
nation between the Central administration of terminal 
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tax and the administration, by local bodies, of indirect, 
taxes like octroi, terminal toll and toll. 

(2) From the very nature of these taxes, their rates, 
particularly for some, commodities, need to be fixed at 
different levels for different towns and cities, according 
to varying conditions of trade and industry. A Centrally 
administered schedule of terminal tax would, in the 
very nature of things, suffer from a certain amount of 
rigid uniformity which make no allowance for local 
variations. 

Taxes on goods and passengers carried by road 

24. Terminal toll is levied in this State as a counter¬ 


vailing toll on road-borne goods in the terminal tax 
areas, and separately in others, in order to maintain, 
as far as possible, parity between the incidence of 
taxation on rail-borne and road-borne goods. After 
1937, this balance tended to be upset since the incidence 
of terminal tax remained static as the Central Govern¬ 
ment, to whom it was allocated, did not take any steps 
to raise the rate of its incidence, and Municipal Boards 
had to increase rates of indirect taxation, including ter- 
minal toll to meet higher costs of adminisration dur¬ 
ing the War years. 


25. The following table indicates the income from ter¬ 
minal toll before, during and after the war: — 


Number of Income 

Year Boards levy in Variation Remarks 

ing the tax Rupees 


•938-39 

• 

* 

* 

* 

* 

* 

* 

* 

19 

9,12,271 


1945-46 

* 

> 

* 

* 

* 

• 

• 

* 

13 

10,49,752 

+•.37.481 

•949-50 

. 

* 


# 


. 

. 


19 

34?34>3 I 9 

+23.84,567 


26. During the years of the War, six Municipal Boards 
stopped levying terminal toll and switched over, instead, 
to other forms of taxes, particularly the “Toll on Roads 
and Ferries”, evidently on account of the reluctance of 
the Government during the War, to allow increases in 
the rates of terminal toll beyond certain very restricted 
limits for fear that the enhanced rate of taxation on 
goods carried by road might increase the pressure on 
rail traffic—a situation which might have adversely 
affected the War efforts to a certain extent. After the 
War, terminal toll has regained its popularity with the 
Municipal Boards; but the present trend appears to be 
more in favour of octroi which is a more equitable tax 
since it is assessed on the weight as well as the value 
of the consignment. As against that, terminal toll is 
levied by weight only while the toll on roads and ferries 
is levied on vehicles, and not on goods, and as such pre¬ 


cludes detailed classification of the schedule of rates. It 
would seem that there is not much likelihood of exten¬ 
sion of terminal-toll areas in the near future; and the 
tax which, in spite of its shortcomings, is likely to be 
most popular is the octroi, which has also found favour 
with the U. P. Local Bodies Grants-in-Aid Committee. 


Pilgrim tax 

27. This is merely a terminal tax or railway passen¬ 
gers and it is, therefore, subject to all the restrictions 
which affect terminal tax. The scope of this tax also 
has remained unchanged since 1937 and no substantial 
increase in its yield is anticipated under the existing 
conditions. The following table shows the yield from 
this tax in the years 1938-39, 1945-46, and 1949-50: — 




Year 

.- ■ 


Number of 
Boards levying 
the tax 

Income 

Variation 

Remarks 








Rs, 



•938-39 ■ 

• 

. 

• 

* 

7 

* 

2,59.886 


’"Excludes Municipal Board, 
Hardwar, where the income 
from the tax is credited to 
the Fair Fund, 










1945-46 

. 

. 

. 

. 

• * 

7 

4.88,593 

+2,38,907 

Ditto- 

•949-50 




. 

. 

8f 

9,76,792 

+4,88,199 

fDitto. 


As the above figures indicate, there was an increase in 
income of over Rs, 7 lakhs between 1938-39 and 1949-50, 
This is obviously due to (a) the inclusion of Hardwar 
Fair Fund income in the 1949-50 figures; (b) increased 
traffic to the pilgrim centres which was made possible 
by a general improvement in the economic position of 
the people during and after the war. 


28. The comments made earlier in regard to the 
future scope of the terminal apply to the pilgrim tax 
also. 


Toll on roads and ferries 

29. This is imposed on vehicles or head-loads enter¬ 
ing municipal limits and is levied at a flat rate per 
vehicle or head-load without much regard to the weight 
or value of the articles carried. The rates of the tax 
are necessarily kept low so limited. The popularity of 
this tax with the Municipal Boards (particularly the 
smaller ones) is due mainly to the fact that the tax is 
easy to collect and the chances of corruption are less. 
The increase in goods traffic during and after the war 
has resulted in a considerable increase in the yield from 
this source, as indicated by the table given below: — 


Year 

Number of 
Boards levy 
ing the tax 

Income 

Variation 



Rs. 


• 938-39 .... 

. 28 

5,63,009 

• • 

1945-46 .... 

. 34 

17,16,986 

+ ••>53,977 

• 949-50 .... 

. 37 

32,42,735 

+ •5,25,749 


Remarks 


Between 1938-39 and 1949-50 the tax was imposed by 
nine municipalities and the rates were enhanced in as 
many as 21 places and the annual proceeds of the tax 
during that period registered an increase of over Rs. 
26-75 lakhs. 

Tax on building and lands 

30. This is popularly called the house tax and is being 


levied at present in 37 Municipalities. Being a direct 
tax, the tax-payer is highly sensitive to it and increases 
in this tax have usually given rise to a considerable 
amount of agitation and dissatisfaction. Since the mem¬ 
bers of the Municipal Boards have to face the electorate 
periodically, it is but natural that they should hesitate 
in effecting any substantial increase in the rate of this 
tax. 
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51. The tax is assessed on the basis of the annual 
rental value, except in the ease of buildings like railway 
stations, hotels, schools, etc,, in regard to which such 
assessment is not practicable. In the latter type of 
cases, the assessment is based on the capital value of 
the building. There is considerable variation in the rates 


of this tax in diil'erent areas, the rate varying from 
19/16 per cent, to 16 7/8 per cent, of the annual letting 
value. 

The following table shows the income from their 
tax * — 


Number of 

Year Boards levying Income Variation Remarks 

the tax 


Rs. 

1938-39. 3 1 11 >53»93 1 

1945-46 . ..* 33 18,37,538 +6,83,607 

1949-50. 37 48 , 79,833 + 28 , 42,295 


32. A part of the increased income was due to new 
constructions undertaken during the War. Besides, in 
the period between 1938-39 and 1949-50, the tax was im¬ 
posed by six new municipalities and the rates were 
increased at 10 places. There is scope for an increase 
in rates in most other Municipalities also and it may be 
expected that some efforts will be made in this direction 
in the years to come. However, the Government of 
India Act, 1935, placed a restriction on the power of Mu¬ 
nicipal Boards to impose this tax on buildings owned by 
the Government of India with the result that buildings 
which were not assessed prior to 1st April, 1937 could 
not be assessed at all; and in respect of other buildings 
the status quo had to be maintained. This restriction 
has been maintained in the Constitution of India also; 
but in respect of the latter class of buildings, viz., those 
which were subject to the tax before 1st April, 1937, 
the Government of India have recently agreed that the 
amount of tax leviable can be increased upon a revi¬ 
sion of assessment or a general increase in rates in res¬ 


pect of other buildings. This is a welcome step; but 
the position will be more satisfactory when the Govern¬ 
ment of India undertake the permissive legislation con¬ 
templated in Article 285 of the Constitution, allowing 
taxation of Union Government buildings which are at 
present exempt from tax. 

Water tax 

33. This tax is staged on to House Tax and is assessed 
on the basis of the annual rental valuation made for 
the purpose of levying the house tax. In addition, to 
the tax a water rate is also charged for consumption of 
water above a fixed maximum limit of consumption. 
The rate, however, is not essentially a tax but is a 
charge for service rendered. In municipalities where no 
house tax is levied a water rate is charged for the 
whole consumption of water and no water tax is levied. 
The following table shows the comparative position in 
respect of the income from this tax ;— 



Year 


Number of 
Boards levying 
the tax 

Income 

Variation 

Remarks 






Rs. 




• 93 * 1-39 

* 

. 

iliyip 

• 9 . 53 .*l 79 

•• 



1945-46 

• 

« 

♦ 21 

36,94,918 

+7.41.039 



1949-50 


. 

. 21 

44 , 08,922 

+ 17,14,004 



34, The position in 

respect of 

Water Rate 

was as follows :— 






Year 


Number of 
Boards levying 
the tax 

Income 

Variation 

Remarks 






Rs. 




• 93 * 1-39 


• 

19 

11 ,43)473 

• • 



1945-46 

• 

. 

24 

19 , 31,443 

+ 7 . 87.970 



• 949 - 5 " 

* 


. 23 

19 , 79,245 

+47,802 




The increase in the receipts from water tax is due to 
the quinquennial revision of assessments. Despite these 
revisions however, a number of Municipal Water Works 
have actually been running at a deficit which indicates 
the need for a further upward revision of the rates. 
However, as the receipts from Water Tax have, under 
section 129(b) of the U. P. Municipalities Act, 1916, to 
be spent exclusively on the construction, maintenance, 
extension and improvement of water works, any addi¬ 
tional income which may accrue as a result of any 
further revision of the rates assessment will not relieve 
the general revenue position of the Boards except in so 
far as, at places, where the water works undertakings 
had previously been running at a loss, the general re¬ 
venues would be relieved of the burden of meeting the 
deficits. Even so, the need for enhancement is unques¬ 
tionable; and a move in this direction may be expected 
in the future. 

Tax on professions, trades, and callings 

35. This tax is more popular in the smaller munici¬ 
palities where other forms of direct taxes do not yield 


much revenue. In this State this tax has two slightly 
differing variants. One is a tax on such trades and 
callings as derive some special advantages from, or im¬ 
pose a special burden on the municipal services, while 
the other is a general tax on trades, callings and voca¬ 
tions, including employments remunerated by salary or 
fee. The former category covers weighmen and palle- 
dars, sugar refiners, sugar merchants, cloth merchants, 
tobacco growers and potato growers. The tax in these 
cases is based on several different criteria for instance, 
in the case of weighmen it is realized on a uniform basis 
in the form of a licence fee, while in the case of sugar 
refineres it is assessed according to the amount of rab 
imported into the municipality or on the basis of the 
sheds, boiling pans, presses, etc. used in the process of 
manufacture, while in the case of potato and tobacco 
growers it is assessed on the basis of the area under 
cultivation. The general tax is levied on the basis of 
profits accruing to a person and is subject to the maxi¬ 
mum limit of Rs. 250 per annum per person in accord¬ 
ance with the provisions of Article 276 of the Constitu¬ 
tion. This limitation has circumscribed the scope of the 
tax considerably. 
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The following table shows the comparative position of the proceeds of this tax at different times between 
1938-33 and 1949-50. 


Number of 

Year Boards levying Amount of Variation Remarks 


the tax income 

Rs. 

*938-39. 48 * j 54 j 6°9 

*945-46. 46 *,64,659 + 10,050 

*949-5f>. 44 *,77>59 2 + *2,933 


The total income from the tax has shown a slight 
increase. In the period between 1938-39 and 1949-50 the 
tax was abolished in four municipalities and between 
1944 and 1949 the rate of the tax was increased in 14 
other Municipalities. 

* Tax on circumstances and property 

36. This tax service as an alternative to the tax on, 
trades, professions and callings. Like the tax on pro¬ 
fessions this too has been found to suit only the smaller 
municipalities. The legal validity of this tax under the 
Government of India Act, 1935, was doubtful for some 


time, but even after the doubts had been clarified the 
Boards have not been enthusiastic about it and the num¬ 
ber of the Boards levying the tax has remained almost 
unchanged (14 in 1938-39, 13 now). There does not ap¬ 
pear to be much scope for this tax so far as Municipa¬ 
lities are concerned, and in fact, with the passage of 
time, the tax may be replaced by others even in areas 
where it is now being levied. 


The comparative position of the income from the tax 
is shown in the sub-joined statement: — 


Number of 

Year Boards levying Amount of Variation Remarks 

the tax income 


1930-39 • 

• 945-46 • 

•949-5° 


Tax Administration and Tax Collection 

37. In respect of— 

(i) the tax on annual value of buildings, or land or 
both, and 

(ii) the water tax on the annual value of buildings 
or land or both, 

the assessment is made by the Board itself either 
through its members or through salaried servants. The 
objections are heared by the Board or, if it delegates 
its powers in this behalf, by the authority to which the 
power is delegated. The authorities to which this power 
can be delegated are— 

(i) a committee of the Board; and 


Rs. 

*, 21,456 

2,23,657 4*1,02,301 

5,80,102 +3,56,445 


39. The following taxes, viz.; 

(i) the tax on vehicles and other conveyances ply¬ 
ing for hire or kept within the municipality or 
on boats therein; 

(ii) the tax on dogs kept within the municipality: 

and 

(iii) the tax on animals used for riding, driving, 
draught or burden, when kept within the muni¬ 
cipality, 

are collected through licences, which are issued by the 
Executive Officer or the Secretary of the Board as the 
case may be. 


14 

*4 

*3 


(ii) an officer of Government or of the Board. 

After decision of the objections the list of assessment 
is authenticated by the President or, in the case of de¬ 
legation of the power of hearing objections to any 
authority, by such authority. The Board can alter or 
amend the list at any time in accordance with a pres¬ 
cribed procedure which in certain cases makes it neces¬ 
sary to give one month’s notice to the person or per¬ 
sons affected. An appeal against the assessment made 
by the Board can be filed before the District Magistrate 
or such other officer as may be appointed by the State 
Government for the purpose 

38. In respect of— 

(i) the tax on trades and callings carried on within 
the municipal limits and deriving special ad¬ 
vantages from or imposing special burdens on* 
municipal services, 

(ii) the tax on trades, callings and vocations in¬ 
cluding all employments remunerated by salary 
or fee, 

(iii) the scavenging tax, and 

(iv) the tax for cleansing of latrines and privies. 


40. The following taxes are realizable at the time and 
place of entry into or export out of the territorial limits 
of the municipalities :— 

(i) Octroi on goods or animals brought within the 
municipality for consumption* use or sale there¬ 
in; 

(ii) Toll on vehicles and other conveyances, animals, 
and laden coolies entering the municipality; 
and 

fiii) Tax on goods imported into or exported from, 
any municipality in which octroi was in force 
on the 6th day of July, 1917, or with the pre¬ 
vious sanction of the Central Government, any 
other municipality. 

These taxes are governed by tax-schedules which are 
approved by the State Government in the case of City 
Municipalities and the Divisional Commissioner in the 
case of all other municipalities. 

41. The collection of all taxes, except the terminal 
tax in certain cases, is undertaken by the Boards them¬ 
selves. The terminal tax in certain areas is collected by 
the Railway administration in return for a commission. 


The assessment is made by the Board itself or by a 
Committee or an officer to whom the power may be de¬ 
legated. Here also, an appeal lies to the District Magis¬ 
trate. 


42. The following table shows the total collections, 
the expenses of collection, and percentage of collection 
charges on the total collections made in respect of all 
taxes: — 


Total amount Percentage of 

Year of' tax Collection collection Remarks 

collected charges charges 


1938-39.. * . * 1,24,10,958 10,80,009 8-7 

1945-46 .2,21,98,018 i 8,39 ? 967 8-2 

1949*5°.3,63,77,000 36,36,376 9*9 
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43. The position in respect of the more important individual taxes for the year 1949-50 is as follows : 


Name of Tax 

Total 

Total 

Percentage 

Gross 

Refund 

Net collection Percentage of 

Cost of 

Percentage of 


assessment 

collection 


collection 


refund to gross 

collection 

cost to net 







collection 


collection 


3 4 


678 


9 10 


Rs. JU 


Rs. Rs, 


Rs. 


House Tax and Ta* 

(including Water rate)< 

M4i 17.357 

W, *5d54 

93*8 

9*82,749 

9*i 

Terminal Tax arid Tef* 
minal Toll . . < 

4 4 4 

83,01*014 


... ... 9,66,804 

ti -6 


Octroi . * . , 1 ... 2,56,79,022 1,19*11,787 1 , 37 , 67,235 46 3 16,86,823 12- 


44. Prom the point of view of the tax-payer the exist¬ 
ing arrangements for assessment of direct taxes are de¬ 
fective in so far as they make unfair assessment pos¬ 
sible either through favouritism or through evasion. If 
effective steps could be taken to remove this defect the 
system should work quite satisfactorily. 


45. Coming now to the indirect taxes, terminal tax, 
where it is collected by the Railway Administration, is 
least open to complaint, the assessment being extremely 
simple. The same is true of the toll tax, which is 
assessable on vehicles and not on goods. The system 
of levying terminal tolls and octroi however, sometimes 
result in inconvenience to the tax-payer. The weigh- 
ment and valuation of goods at the entrance and exit 
barriers present chances for harrasment and, consequ¬ 
ently, for corruption also. The taxation of through 
good traffic, for which there is not much justification, 
is one of most baffling problems presented by these 
taxes. Considerable inconvenience is caused to the trade 
on this account and methods are under investigation to 
resolve the difficulties. 


Tax evasion and Tax avoidance 


Direct Taxes— 


46, Although no figures are available to assess the 
magnitude of the evil, there is no doubt that the tax 
evasion and tax avoidance is taking place. In parti¬ 
cular, houses in the occupation of the owners themselves 
are almost without exception, under-assessed. Similar¬ 
ly, in the case of the general tax on trades, professions, 
etc., and the tax on circumstances and property, there 
is a tendency to conceal profits. The assessment autho¬ 
rity, being in no position to call for accounts, has no 
satisfactory means of forming a sound basis for assess¬ 
ment and the ‘best judgment assessments* which have 


to be made in the circumstances leave much to be de¬ 
sired, The result is not only tax evasion in many cases 
but in some few cases, over-taxation also. 


Indirect taxes (Octroi and Terminal Toll)— 

47. The more common techniques of evasion or avoid¬ 
ance are: 


(1) Bribing the barrier staff and paying a lesser 
tax than is due. 


So far as octroi is concerned the system of refunds 
gives rise to many evils. This has led to the U. P, local 
Bodies Grants-in-aid Committee to recommend enforce¬ 
ment of a non-refundable octroi and this matter is under 
the consideration of the State Government. 

48. The most effective counter-measure seems to be a 
system of surprise checks by the supervisory staff at 
odd places within the municipal boundary. But this 
system to be successful pre-supposes an incorruptible 
supervisory staff, and unless that can be ensured {which 
in itself is difficult) no amount of legislation or framing 
of rules can root out the evil. 


(2) Where assessment is ad valorem or by classes 
of goods, declaring the goods imported to be 
other and less costly than they actually are 
and thus paying a lesser tax. In such cases 
the more costly articles are often hidden 
beneath the goods actually declared, 

(3) Where assessment is by weighment declaring 
less weight. As it is not practicable to weigh 
all packages crossing the barrier it is not 
always possible to detect the fraud. 

(4) In the ease of octroi locally manufactured goods 
are taken out along with imported ones and 
refund is claimed for both. 


A—MUNICIPAL BOARDS 


Item 

1947 - 4 ° 

1948-49 

* 949 - 5 ° 

1950-51 

* 95**52 

A—General Information 






1. Number ....... 

86 

86 

in 

”9 

120 

2* Population ....... 

45 M 775 

45 M 775 

54,92,912 

58,26,812 

62,70,370 


Rs. 

Rs. 

Rs, 

Rs. 

Rs, 

3. Total ordinary incomes from all sources 

* 4,68,24,829 

5,87,38,675 

6,05,57,600 

6,65,82,915 

7 > ! 5 , 3 1,329 

4, Total income from rates and taxes 

2,74,45,566 

3,49,16,368 

3,54,41,700 

3,92,78,845 

4,64,10,975 

5. Pee rcapit incidence of total income , 

10*2 

12*8 

IP 2 

ii*4 

U ’4 


Rs. As. Ps. 

Rs. As. Ps. 

Rs. As, Ps, 

Rs. As. Ps. 

Rs. As. Ps. 

6. Per capita incidence of income from taxes . 

603 

7 10 5 

673 

6 11 ro 

765 
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Item 

1947-48 

1948-49 

i 949 - 5 « 

i 95 °- 5 i 

1951-52 

B -Details of Income 






I—Tax Revenue 

Rs. 

Rs. 

Rs. 

Rs. 

Ks, 

General Property Tax (Tax on houses and buildings) . 

27.29.653 

38,09,074 

43,26,987 



Services Taxes ....... 

32,17.336 

42,77.502 

46,79,833 


- 

bocal Fund Cesses ....... 

Not levied 

in Uttar Pradesh. 



Octroi ......... 

M 3 » 1 7 j °74 

1,39,07,879 

1,37,67,335 



Terminal Tax . . . 

43,66,863 

53,65,729 

48,66,695 


•• 

Taxes on goods and passengers carried by road or on 
inland waterways. 

i 9 * 46 * 5 ° 6 

23,66,240 

34,34,319 


*. 

Taxes on animals, vehicles and boats .... 

4,04,402 

4,85,27 1 

5 * 34 > 2 U 



Profession Tax 

2 * 57*945 

J * 79>°79 

*, 77,592 



Theatre Tax ........ 

Not levied in Uttar Pradesh. 



Pilgrim Tax ........ 

4,02,118 

5,04,389 

9 , 76,792 



Town Improvement and betterment Tax 

Not levied by Municipal Boards in Uttar Pradesh. 


Tolls (on roads and ferries) ..... 

25,41,681 

37,89,695 

32 , 42,735 



Tax on Circumstances and Property .... 

2 * 57*219 

2,28,161 

5,80,102 



Tax on animals for slaughter ..... 

4,038 

2,664 

Figures not 
available. 



Lake Frontage Tax ....... 

731 

685 

Figures not 
available. 



" Total 

2,74,45*586 

3,49*16,368 

3,63,77,000 

3,92,78,845* 

4,30,66,807 


* Classified figures for these years are net readily available. 

II— Non-Tax Revenue 


(a) Grants from Government— 

(i) For roads and buildings . 

(«) For education , 

(Hi) For Medical and Public Health 
(iv) For other purposes . 

(0) For other specific and general purposes 

( b) Fees, fines, etc. ..... 

(r) Miscellaneous ..... 


78,93,691 1,01,60,572 1,16,31,800* 1,06,78,658* 1,08,56,838 

1 9 * T 4 > 57 ° 23,37,694 Separate figures for this not readily availabl c 

95,71,002 1,13,24,041 1,42,52,800 i,66,25>4i2f 1,76,07,684 


Total ordinary income excluding opening balance 


4,68,24,829 5*87,38,675 6,22,61,600 6,65,82,915 7,15,31,329 


♦These figures include ‘contributions, made by other local bodies and other private sources. 

fThc$e figures also include income from fees, fines, etc, as separate figures under that classification are not readily availablc for these years. 


G—Details of Expenditure 


J(t) Administration ....... 

50,01,470 

54,83,828 

87,19,009 

81,00,831 

(«) Service (Water Supply, drainage, conservation, light- 

2,05,44,538 

2,60,79,576 'j 



ing, etc,,) charges. 



> ■ ■ 4,26,75,869 

4 > 34 > 65,326 

(« 7 ) Medical and Public Health ..... 

22,48,819 

26 , 53,497 

(iv) Roads and Buildings ...... 

50 , 93 ,* 8 5 

77,88,952 J 

1 


(0) Miscellaneous ....... 

1,28,58,304 

*, 5 *, 5 *,629 

2,09,70,384 

2,12,50,86 f 

Total ordinary expenditure ..... 

4,57,46,316 

5 , 7 *, 57,482 

7,*8,15,915* 7,23,65,262 

7,28,17,026 


♦Classified figures for this year notjrcadily available, 

78-1 T. E. Com. (N.D)55 
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B. District Boards 

Budgetary Position 


Rs. 

8. Agriculture and Arboriculture , 79,924 


The financial position of the district boards has never 
been very satisfactory and these boards have always 
depended on Government assistance to a very large ex¬ 
tent. There were 48 District Boards in the State before 
the last War—one in each district—and an estimate of 
their finances can be had from the following figures 
which relate to the year 1937-38; — 


Incom 

Rs. 

1. Opening balance 

28,37,418 42*5% of the 

2. Government grants . 

82,55,018 total ordinary 
income. 

3. Land Revenue (Miilrents). 

46,103 

4. Local Rates .... 

74,28,722*) 41 -1% of total 
y ordinary 

5. C. & P, Tax . 

5*58,586J income. 

6. Pounds ..... 

54430 

7. Ferries ..... 

6,78459 


9- Public Works .... 34,69,026 17-6% of the 

total expen¬ 
diture. 


10. Superannuation 

, 84,185 

11. Refund .... 

32,966 

12. Miscellaneous . 

1,09,103 

13. Total Ordinary Expenditure 

. E 9 6 4 L 79 2 

14. Extraordinary and Debt 

2,13,310 

15. Total disbursement . 

. 1,98,25,102 

16. Closing balance 

■ 28,67,769 

17. Investment 

. 20,27,636 


8. Education .... 

8.19,273 

9. Industrial Education 

2,856 

10. Medical ..... 

3,58,872 

11. Public Heal ih .... 

17,830 

12. Veterinary .... 

61,614 

13. Markets and Shops . 

24,120 

14. Fairs and Exhibitions 

1,66,828 

15, Receipts from property 

72 > 4 i 4 

16. Agriculture and Arboriculture . 

9.2,406 

17, Interest . 

48,646 

18. Miscellaneous 

1*29,538 

19, Total Ordinary Income 

I * 94 * I 5 > 4 1 5 

20. Extraordinary and debt 

4 * 40*237 

21. Total receipts .... 

2,26,93,070 


2. It will be seen from the foregoing figures that Gov¬ 
ernment grants formed 42-5 per cent, and tax revenue 
41T per cent, of the total ordinary income. The rest 
was found from other sources, the more important of 
which were the receipts from pounds, ferries, magiste¬ 
rial fines and educational fees, With effect from April 
1, 1939 the proceeds of the first three (viz. pounds, fer¬ 
ries and magisterial fines) were declared to be credita¬ 
ble to the'Provincial revenues under the provisions of 
the Government of India Act, 1935. 


Government however, did not deprive the local bodies 
of this income and the receipts have been always trans¬ 
ferred to them in the shape of equivalent grants-in-aid. 


3. In 1937-38 the total ordinary expenditure exceeded 
the total ordinary income by Rs. 1,96,377. This how¬ 
ever, was more than made up by the opening balance 
of over Rs. 28 lakhs. On the whole, therefore, the 
Boards managed to have their budgets balanced. The 
production of balanced budgets, which was a statutory 
obligation, was met in most cases by incurring inade¬ 
quate expenditure on important amenities. In parti¬ 
cular District Boards, roads were generally in an unsatis¬ 
factory condition, and any expansion in the activities 
of the Boards was out of the question. 


Rs. As. Ps. 

A—incidence of income (excluding balances) per 06 11 

head of population. 

B—incidence of taxation per head of population . 02 10 


Expenditure 

Rs. 


1, General administration and 

Collection Charges. 

9,86,590 


2. Pounds ..... 

4*52,041 


3. Education . . 1 

*13*10,243 

57 * 6 % of the 
total ordinary 
expenditure. 

4. Medical . * 

20,38,625 

10*4% of the 
total ordinary 
expenditure. 

5. Public Health .... 

6 > Q 3,399 


6. Veterinary .... 

3,07,608 


7 Fairs and Markets . 

I * 22,350 



4. With the War came a period of high prices. This 
had an adverse effect on the budgetary position of these 
bodies but the law required them to produce balanced 
budgets and the result was a further contractibn of their 
activities, A process of gradual diminution of civil 
amenities, therefore, ensued, resulting in a virtual 
starvation of some of the most important services. 
Roads were the first to be affected and their condition 
continued to deteriorate owing, on the one hand, to the 
financial inability of the boards to maintain them at 
the required standard and, on the other, to the increase- 
ed heavy traffic occasioned by the War. Some Boards, 
here and there, tried to tap their own resources for 
increasing thejr revenues. Local rate was generally 
being levied at 5 per cent, on the annual value of 
estates in temporarily settled areas, and at the rate of 
annas 2 per acre in the permanently settled areas, but 
the law allowed an increase in these rates upto 6£ per 
cent, and 2 annas 6 pies respectively. Between" 1942 
and 1946 about 16 boards took advantage of this and 
effected varying increases within those limits. The 
stress of war-time conditions however continued to 
affect adversely the efficiency of the services adminis¬ 
tered by the District Boards; but the needs of the local 
bodies could receive little consideration in the scheme 
of war-time priorities. The concluding years of the 
war, however, saw a certain amount of improvement in 
the financial position of the Boads. This was due, first¬ 
ly, to Government agreeing to pay a subsidy towards 
the grant of dearness allowance to District Board em¬ 
ployees at a rate of Rs. 4 per month per employee. The 
subsidy was ordinarily admissible in respect of em¬ 
ployees drawing pays of up to Rs. 40 per month, but 
no restriction based on pay limits was laid down in res- 
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peet of District Board school teachers. This subsidy 
was later increased to Rs. 6 per head, and is being paid 
even now. Government grants were also made avail- 
able to District Boards for the maintenance of their 
roads after the inefficiency of the local road system 
had forced itself on the then Government’s notice in 
connection with the supression of the 1942 freedom 
movement. Grants amounting to Rs. 35 lakhs were given 
to various local bodies for this purpose in the year 
1944-45, and in the following year. 

5. By the time the war ended, it had begun to be 
realized that something had to be done to relieve the 
situation on a more permanent basis. Government 
launched a post-war reconstruction programme which 
covered the bulk of the metalled roads, and a substan¬ 
tial portion of the unmetalled roads, belonging to the 
District Boards. A number of District Board hospital 
provincialized. By an amendment of the District Board 
Act, the permissible limit of the local rate was raised 
to Rs. 9g% on the annual value of estates in tempo¬ 
rarily settled areas and 3 annas and 9 pies per acre in 
the permanently settled areas. The revised rates were 
compulsorily enforced in 1948 with the result that the 
yield from this source increased by more than 50 per 
cent. The gain was, however, off set by the revision in 
the pay-scales of the employees of the Boards which 
took effect from April 1, 1949. The following compara¬ 
tive table shows the progressive figures of ordinary 
income and ordinary expenditure of the Boards in the 


post-war period but it gives only a partial picture of the 
actual state of affairs in as much as (1) some of the 
Boards failed to implement the revised pay scales fully 
and (2) the table does not indicate the extent to which 
the services have been starved or curtailed due to lack 
of funds: — 



Year 

Ordinary 

Income 

Ordinary 

Expenditure 



Rs. 

Rs 

1947-48 . 


3.13=79,890 

3,09,03,69b 

1948-49 . 

. 

4,01,12,300 

3756*07,000 

' 949-50 . 


4,57,25.879 

4 , 54 , 1 81*762 

1950-51 . 


5,10,99,689 

5,42,10,842 

1 95 i- 5 » 

■ 

. 6,26,82,185 

7,06,19,142 


Relation significance of the various sources of income 

6. The comparative importance of the different sour¬ 
ces of income is indicated in the following table: — 



Year 

Tax-revenue 

Percentage of 
tot^l ordinary 
income 

Revenue from 
taxes levied 
and collected 
by Govern¬ 
ment (Local 
Rate) 

Percentage of 
total ordinary 
income 

Grants in-aid 
and other 
non-tax 

revenue 

Percentage of Kcmaix* 

total ordinary 
income 



Rs. 


Rs. 


Rs. 


1937-38 

* 

• 79,87,308 

4 1 3 * * 1 

74,28,722 

38*2 

1.14,28,107 

58-9 

1947-48 

• 

89,68,147 

28-6 

79,66,495 

25*4 

2 , 24 , 11,743 

71-4 

1948-49 

* 

. 1,17,91,100 

29*4 

1,03,55,800 

25*9 

2,83,21,200 

70*6 

1949-50 

* 

1,51,55,520 


1,34,80,614 

29*5 

3 , 05 , 70,359 

66*8 

1950-51 

• 

1,54,96,280 

30*3 

1,35,09,657 

26*4 

3,56,03,409 

69-7 

1951-52 

* 

1,53,72,908 

24'5 

1,33,82,085 

21*3 

4 , 73 , 09,277 

75-5 


It will be seen from the foregoing table that the 7. The split up, of income from grants-in-aid and 

major part of the revenue of District Boards is contri- other non-tax revenue is given in the following table • 

buted by non-tax items. & ' 


Year 



. Revenue 
from grants- 
in-aid 

Income from 
other non¬ 
tax sources 

Total 
non-tax 

revenue 

Remarks 




Rs. 

Rs. 

Rs. 


I937-3H 


* 

82,55,018 

31,73,089 

1,14,28,107 


1947-48 

194*^49 

* * 


2,11,94,200 

71,27,000 

2,83,21,200 

Classified figures for this year not 
available. 

1949-50 



2,09,17,758 

96,52,601 

3 j° 5 * 7°»359 


1950-5 1 



2,31,52,281 

1,24,51,128 

3,56,03,409 


1951-52 

• 


3,36,32,532 

1*36776,745 

4*73,09,277 



8. The two tables given above show that the receipts 
under all the three most important heads viz „ ‘Grants- 
in-aid’, ‘Non-tax-revenue’ and ‘tax revenue’ have shown 
a substantial rise in the years 1937-38 to 1951-52. Dur¬ 
ing this period Tax revenue registered an increase of 
about Rs. 92 per cent. Government grants increased in 
the same period by about Rs. 300 per cent, and the in¬ 
come from ‘other sources’ went up by approximately 
Rs, 575 per cent. However, even after this high increase 
in the income from non-tax-sources the income from 
grants-in-aid exceeds the income from this source by 
ever Rs. 1 crore. 


9. The main components of non-tax revenue are the 
following, in the order of their relative importance: 

(1) Educational receipts (mainly fees). 


(4) Receipts from fairs and exhibitions 

(5) Agriculture and Arboriculture (Sale of trees 

grass and fruits, etc.). * 

(6) Receipts from property consisting of’(a) Rent of 
buildmgs and lands—nazuls as well as other (b) 
bale proceeds of immovable property—n’azul 
and other, (e) premium of nazul lands and 
buildings, (d) Fees from staging bungalows and 
inspection houses, and (e) Fees, rents, etc. from 
barais, paraos and encamping grounds. 

17) Medical receipts (Receipts from patients, sale of 
medicine, endowments, contributions from local 
bodies and subscriptions from other sources) 


(2) Pounds. 

(3) Miscellaneous receipts consisting of (a) sale of 
old stores and materials (b) Fines (other than 

pound and sanitary), (c) contributions from 
local bodies and private persons and (d) sun¬ 

dry receipts. 


(8) Public Health receipts (Sanitary fees and fines 
contributions from private persons and local 
bodies etc.). 

t9) Veterinary receipts (contributions from local 
charges S etc.).°* medicines and Bul1 and Stallion 
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10. District Boards do not run any commercial, trans¬ 
port or other undertakings in this State. 

Principal taxes—their trends 

11. The District Boards in this State are empowered 
to levy only two taxes, namely (1) Local Rate and (2) 
Tax on circumstances and property. 

12. Local Hate is a levy which was realized as a sur¬ 
charge on land revenue. Prior to the last war the 
rate at which this tax was generally levied was 5 per 
cent, on the ‘annual value' of estates (which term meant 
double the amount of land revenue assessed for the time 
being in the temporarily settled areas and 2 annas per 
acre in the permanently settled areas). Under the law 
however, the maximum rate for the levy was fixed at 
6i per cent in the case of temporarily settled areas and 
2 annas and 6 pies per acre for areas under permanent 
settlement. During the War, some of the Boards increas¬ 
ed the rates up to the maximum permissible limits in 
order to provide themselves with more revenue which 
was needed for meeting the increasing expenditure. A 
majority of them, however, hesitated to take that step 
with the result that the total income from this tax for 
all the Boards taken together did not show any subs¬ 
tantial increase during the period of the War. 

13. The law was amended in 1948 whereby the follow¬ 
ing increased rates were enforced on a compulsory 
basis: — 

1. Temporarily settled areas , . 9 3/8 per cent, on the 

annual value of 
estates (which was 
equivalent to 18 3/4 
per cent, cn land re¬ 
venue). 

2. Permanently settled areas— 

(o) everywhere except the upland 

tracts of Mirzapur District . 3 annas 9 pies per acre, 

(b) In the upland tracts of Mirzapur 
district— 

(i) where the land paid or was 
capable of paying annual 

rent of Rs. 2 per acre . , 3 annas 9 pies per acre, 

(it) where the land paid or was 
capable of paying an annual 
rent of less than Rs, 2 but 

more than 12 annas per acre. 2 annas 3 pics per acre. 

(iii) All land paying or capable 
of paying an annual rent of 
not more than 12 annas per 
acre and land intermittently 
cultivated . . . Exempted. 

The new rates became operative from October 1, 1948 
and their effect was, therefore, fully visible in the follow¬ 
ing year (1949-50) when the income from the tax went 
to Rs. 1,34,80,614 as compared to Rs, 79,66,495 for 1947- 
48. The new rates are still operative. 

14. Under the provisions of the U. P. Zamindari Abo¬ 
lition and Land Reforms Act, 1950, (See section 249) all 
cesses and local rates which were in force on 30th June, 
1949, are to be deemed to be included in the land re¬ 
venue paid by bhumidhars and sirdars and the District 
Boards are precluded from making any separate levy 
thereof. The State Government are, therefore, giving 
corresponding grants to the District Boards to compen¬ 
sate them for this loss of income. Under the Zamindari 
Abolition and Land Reforms Act, the Boards have the 
power to levy additional cesses and local rates, over 
and above those which were payable on 30th June, 1949 
and if any such additional levy is made it will be pay¬ 
able by the bhumidhars and sirdars in addition to their 
existing land revenue. Since, however, these rates and 
cesses were already being levied compulsorily at the 
maximum permissible rates from October 1, 1948, the 
law would have to be amended again if additional 
cesses or local rates are to be imposed. Although no 
enhancement in these levies is contemplated at present 
questions relating to the structure and financial resour¬ 
ces of the District Boards are under examination by a 
high-level committee appointed by the State Govern¬ 
ment and it is not possible to say at this juncture 
whether any enhancement in these levies is likely to 
occur in the next few years. 

Tax on Circumstances and Property 

15. This tax appears to have been provided for with 
the object of balancing the tax burden on the agricul¬ 
tural and non-agricultural sections of the rural popula¬ 
tion. The original provision in section 108 of the Dis¬ 
trict Board Act, 1922, laid down that no increase in the 
amount of local rate in force at the commencement of 


the Act (which generally was 5 per cent, on the annual 
value of estates in temporarily settled areas and 2 annas 
per acre in others) could be made unless a tax on cir¬ 
cumstances and property had been imposed by the Dis¬ 
trict Board. 

16. For various reasons the tax on circumstances and 
property has not been such a fruitful source of revenue 
for the district boards as was expected. This is evident 
inter alia from the fact that not more than 29 boards 
out of a total of 50 have made use of this tax for aug¬ 
menting their incomes. The nature and incidence of the 
tax are vague; and even its scope is not very well de¬ 
fined, Until recently the legal view was that the tax 
was assessable on gross income not excluding even 
the working expenses of a firm. The view has changed 
however, and it is now held that the working ex¬ 
penses of a firm have to be excluded in assessing 
the taxable income. The fact, however, remains that a 
certain amount of uncertainty in assessing this tax con¬ 
tinues to exist. The tax, as its name indicates, is assess¬ 
able on the complex entity described as ‘circumstances 
and property* which, as can be easily imagined, is a 
difficult thing to define. The result is that the tax 
assessed actually turns out to be inequitable in many 
cases; and is generally disliked both by the assessees 
and by the assessing authority. Where the tax is leviable 
on the ground of residence in the rural area, the assess¬ 
ment is made on the assessed ‘world income*; and this 
leads to multiple taxation of the same income. As a 
safeguard against this inequity the U. P. District Boards 
Act excludes from the definition of “taxable income", 
for the purposes of this tax, income on which any tax 
has previously been imposed by a municipal board or a 
District Board (vide section 114—Explanation). The ob¬ 
servance of tins safeguard is, however, difficult in actual 
practice. The cost of assessment and collection is fairly 
heavy and arrears usually accumulate due to the in¬ 
ability of the boards to take effective^ measures for 
realising arrears from certain sections of the popula¬ 
tion. 

17. With the introduction of the Government of India 
Act, 1935, the validity of the Circumstances and Pro¬ 
perty Tax became particularly doubtful. It was held 
at first that the tax was akin, in substance, to the in¬ 
come tax and was, therefore, beyond the jurisdiction of 
the Provincial Governments and the local authorities to 
impose. This meant that no fresh impositions could be 
made nor could any alteration be made in the tax in 
places where it was already in force. All fresh impo¬ 
sitions were, therefore, stayed, after 1937 and in 1943 
the proviso to section 108, District Boards Act, which 
had made the imposition of the Circumstances and 
Property Tax a pre-requisite for any enhancement in 
local rates, was deleted. In 1948, the section was further 
amended so as formally to delete the power of imposing 
the tax where it had not been in force already. However, 
soon after this amendment had been made, the Allahabad 
High Court ruled that the Circumstances and Property 
Tax was a composite tax consisting of (1) a tax on 
trades, professions, callings and employments and (2) 
a tax on lands and buildings (both of which fell in the 
Provincial list), and it was further held that in so far 
as it was identifiable with the tax on trades, etc., the 
restrictions imposed by the Government of India Act, 
1935, and the Professions Tax Limitation Act, 1941, upon 
taxes on trades, professions callings and employments 
applied to it. This meant relief, from the previous in¬ 
ability to make fresh impositions but implied a new and 
substantial restriction on the scope of the tax even 
where it already existed since the maximum of such 
tax realisable from an assessee, according to the Acts 
mentioned above was Rs. 50 only. This would have 
meant a severe blow to the finances of the District 
Boards and the Provincial Government, therefore, took 
up the question of amending the Professions Tax Limita¬ 
tion Act, with the Government of India and succeeded 
in having the circumstances and Property taxes impos¬ 
ed under the U. P, Municipalities Act and the U. P. 
District Board Act included in the list of exemptions 
appended to the Professions Tax Limitation Act, This 
secured the maintenance of the status quo in places 
where the tax was already in force. In respect of areas 
where the tax was not already being levied however, 
the limit of Rs. 50 remained and the position continues 
to be the same under the Constitution of India with the 
only modification that the upper limit of Rs. 50 has been 
raised to Rs. 250. However, with the amendment of the 
District Boards Act, as carried out in 1948. District 
Boards have no powers to levy the tax in areas where 
it is not forced already and the Act will have to be 
amended again if new impositions are to be permitted. 

18. The scope of this tax has thus been beset with 
various limitation ever since the enforcement of the 
Government of India Act, 1935. The number of boards 
levying this tax has, as a result, remained static at 29 
and there has been no modification in the rate of the 
tax, either. The tax has lost much of its value as an 
elastic source of income and the increase in the yield 
from this tax is due merely to an increase in the tax¬ 
able income of the assessees on account of war-time pros¬ 
perity and high prices of agricultural commodities, and 
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also, to a certain extent, to strict administration of the 
tax which has been brought about by the growing need 
of the boards for funds. 


19. If the disability on fresh imposition of the tax is 
removed by again amending section 108 of the U. P. Dis¬ 
trict Boards Act, the remaining 21 District Boards will 
be able to raise some additional revenue which they so 
badly need. The benefits of this tax will, however, not 
be very great in those cases on account of the existence 
of the maximum limit of Rs. 250 which will apply to 
assessees in those areas. 


20. For a satisfactory rehabilitation of the finances of 
the district boards it is necessary to make a search for 
fresh avenues of income. The question is under Gov¬ 
ernment’s consideration and is being examined in the 
light of the recommendations of the U. P. Local Bodies 
Grants-in-aid Committee, and the Local Finance Enquiry 
Committee set up by the Government of India. 

Tax Administration 

21. As local rate was levied in the form of a sur¬ 
charge on land revenue, its administration was simple. 
The revenue authorities assessed the tax and collected 
as arrears of land revenue and the receipts from this tax 
were always made available to district boards regular¬ 
ly and in full. Appeals against assessments lay to the 
Commissioner. From the point of view of the tax¬ 
payer. the tax was convenient and unoppresive. With 
the enforcement of the Zamindari Abolition and Land 
Reforms Act, the position has improved further so far 
as the tax-payer is concerned, for the amount of local 
rate leviable on June 30, 1949, is deemed to be included 
in the Land revenue payable by bhumidhars and sirdars 
and they do not have to make any extra payment at all. 

22. The position is, however, not so easy in the case 
of the Circumstances and Property Tax, of which both 
assessment and collection are made by the Boards them¬ 
selves. In some Boards assessment is made by the Teh- 
sil Committees of the Board while in others a separate 
officer has been appointed for the purpose. The assess¬ 
ment list, which remains in force for 2 years, is initially 
drawn up by the Tehsil Committee or the Tax Officer, 
as the case may be. It is, then, submitted to the Board 
and is revised according' to any directions which the 
Board may issue, whereafter it is published for invit¬ 
ing objections for filing which a minimum period of 
one month has to be allowed. The objections are heard 
and decided by the Tehsil Committee or the Tax Officer, 
as the case may be. The Board has also the authority 
to make any amendment or alteration in the list at any 
time— 

(1) by entering therein the name of any persons 
who ought to have been assessed but has not 
been assessed; 

(2) by altering an assessment which has been made; 
or 

(3) by correcting any clerical or arithmetical error. 

The last appeal against an assessment lies to the Dis¬ 
trict Magistrate or such other officer as may be em¬ 
powered in this behalf by the State Government. 

23. The Collection of the tax is made by the Board’s 
own agency by service of bills, and on failure of pay¬ 
ment within 30 days thereof by presentation of notice 
of demand followed by distress warrants and sale of 
moveable property. It is also open to a Board to bring 
a suit for realization. The procedure of distress and sale 
is cumbersome and there have been cases in which 
Boards have had to face organized resistance at the 
hands of assessees. 


24. The collection staff has to be maintained at a con¬ 
siderable cost which comes to as much as 28 per cent, 
of the income from the tax and the inefficiency of the 
collection machinery can be judged from the fact that 
in 1949-50 about 65 per cent, of the total demand re¬ 
mained in arrears. The lower exemption limit for the 
tax is R$. 200 per annum. This was fixed in 1922, and 
is evidently low in the present economic conditions. 
This accompanied by the defects of assessment already 
explained, makes the tax unpopular with the assessees. 

Exemption from Taxes 

25. The Boards have authority to exempt any per¬ 
son or class of persons from the payment of a tax or 
any portion of a tax for a period not exceeding one 
year on grounds of poverty. For a permanent or longer 
exemption the sanction of the Prescribed Authority 
(which is the Divisional Commissioner for the time 
being) is necessary and Government also have power to 
grant exemptions. In addition, government have power 
to remedy or abolish a tax when it appears to them on a 
complaint made or otherwise that the levy of any tax 
is contrary to the public interest or unfair in incidence. 

Tax Evasion 

26. Evasion was impossible in the case of local rate 
and was therefore unknown. In the case of Circums¬ 
tances and Property Tax, however, there are possibili¬ 
ties of under-assessment, as there are of over assess¬ 
ment. As the assessment is entrusted to local men or to 
employees of the Board, and is made more by guess 
work than by any systematic inspection of accounts, 
there are many chances for evading the tax in respect 
of at least a part of the assessable income. Cases of 
tax avoidance through default in payment are also 
quite numerous, and, in certain cases, have become 
almost chronic. Among the defaulters the most promi¬ 
nent are the employees of the Railways and Factories, 
and Government servants. The first two are protected 
by the Payment of Wages Act on account of which reali¬ 
sation of the tax from their salaries is not possible. How¬ 
ever, in view of the magnitude of the default made by 
this section of assessees, the State Government have 
already moved the Government of India for an amend¬ 
ment of the said Act so as to permit recovery of the 
tax at source. 

27. Railway and factory employees have a basic ob¬ 
jection to the payment of this tax. They claim that 
most of the civic amenities in their residential areas are 
provided not by the District Board but by their own 
employers and they feel, therefore, that the local tax 
imposed on them is not justified, This is a fundamen¬ 
tal question which needs to be solved if the prevailing 
confusion is to be avoided. It is a fact that most of 
the colonies of railway and factory employees have their 
own roads, their own drainage, their own schools, their 
own hospitals and their own lighting arrangements, un¬ 
connected with the local authority. The question, how¬ 
ever, is whether this entitles the residents of such areas 
to claim exemption from tax a local tax. A tax cannot 
be strictly related to the actual benefits derived by indi¬ 
vidual members of the public or by an particular group 
or groups of men. The Circumstances and Property 
Tax is not a service tax and as such cannot be tagged 
on to specific services. Amenities are provided general¬ 
ly for everyone and no section of the population is pre¬ 
cluded from taking advantage of them. If the residents 
of Railway and factory colonies are exempted, it would 
mean coferment of an advantage not available to other 
sections, without the beneficiaries contributing to the 
public funds in any other form. Had such railway or 
factory employees been charged by their employers ■ for 
the services provided by them, there could have been 
some justification for exemption from the local tax but 
in the existing circumstances, the argument for exem¬ 
ption, at best, appears to be weak. 


DISTRICT BOARDS 


Item 


1947-48 1948-49 1949-50 I 95 0 - 5 1 i 95 l '52 


A—General Information 


Number 

48 

49 

49 

49 

49 

Population ....... 

Total ordinary income from all sources , 

5 * 25 . 07,377 

Rs. 

3 . j 3 > 79 . 8 9 o 

5j 2 5>°7>377 

Rs. 

4,01,12,300 

‘ 5*25,07,377 
Rs. 

T 57 * 25^70 

5,38,11,000 

Rs. 

5,10,99,689 

5,38,11,000 

Rs. 

6,26,82,185 

Total income from rates and taxes 

89,68,147 

1 J I 7 i 9 T 3 IO ° 

1 > 5 ** 55*520 

L 54 * 9 *V 28 o 

L 53 > 72 , 9 o 8 

Per Capita incidence of total income 

Rs. a. p. 
094 

Rs, a. p. 
0122 

Rs. a. p. 

0 13 11 

Rs, a, p. 

0 15 2 

Rs. a. p. 

1 2 9 
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U.T11 1947-4^ KJ48-49 1949-5° I95°-51 1951-52 


B—Details of Income 



* 




I—Tax Revenue 


Rs, 

Rs. 

Rs. 

Rs. 

Rs. 

Local Rale ..... 


79 . 66,493 

L 03 » 55 » a ° l) 

1,34,80,614 


1,33,82,085 

Fax on Circumstances and Properly . 

. 

10,01,652 

i 4 > 35 > 3 00 

16,74,906 

19,86,6143 

J 9 . 9°» Sa 3 


Total . 

89,68,147 

i» 1 7 » 9 I >i°° 

L5*j55.5«o 

L 54 > 9 6 : a8 ° 

i, 53 . 7 a . 9 o 8 


II— Non-Tax Revenue 

(a) Grants from Government— 

(i) For roads and buildings . 

(ii) For education 

(iii) For medical and Public Health 

(iv) For other purposes . 

(a) For ‘general’ purposes 


, Total 

* 

* 

2,1 1,94,200 

* 

2,09,17,758 

* 

2,3«,52,281 

* 

3,36,32,532 

( b ) Fees, fines, etc. . . . . . ■ 

\ 

7 £,27,000 

96,52,601 

1,24,51,128 

>,36,76,745 

(e) Miscellaneous 

Total non-tax revenue ....... 

I 

2,24,1‘.743 

2,83,21,200 

3,05,70,359 

3,56,03,409 

4,73,09,277 

Total ordinary income excluding opening balance . 


4,01,12,30° 

4,57,25,879 

5 >io> 99>689 

6,6,82,185 

C —Details of Expenditure 

(i) Administration 

24,25,900 

_ 

2.3,65,417 

27*26,743 

28,7 6552 

(«) ‘Service’ (Water supply, drainage, conservation, 


t 


t 


lighting, etc.,)* 

(iii) Medical and Public Health . 

... 

34,78,100 

31,22,285 

32,04,881 

5>,7>,<25 

(iv) Roads and buildings ...... 


37,98,400 

+ 

+ 

+ 

82,89,119 

(y) Miscellaneous 


2,59,84,600 

3,96,94,060 

4,82,79,219 

5,42,85,243 

Total ordinary expenditure . . . . . . 

3,09,03,698 

3,56,87,000 

4»54i 8l »7 6a 

5,42,10,843 

7,06,19,142 


Note.— Figures for 1947-48 not available. Those for 1951-52 are based on revised eximates. 
* Glass died figures not available* 

tFor medical alone. Classified figures for Public Health not available, 

$Classified figures for roads and buildings not available. 


C. Gaon Panchayats 

Introduction 

The Gaon Panchayats in this State started function¬ 
ing on August 15, 1949, Previous to this there was a 
comparatively small number of village panchayats cons¬ 
tituted under the U, P. Village Panchayat Act, 1920; 
but those panchayats were essentially judicial bodies. 
Although improvement of education, public health, sup¬ 
ply of drinking water and maintenance of village tracts 
and works of public utility were also included in the 
duties of the panchayats under that Act, little work was 
actually done in those fields. The number of village 
panchayats prior to World War II stood at 4,272. Those 
panchayats had no power to levy taxes and their funds 
came from fees levied for the institution of suits and 
cases, from fines and compensation paid under section 
60, and from sums contributed by the Government, the 
local bodies or private persons. 

2. In 1947 the law relating to the panchayats was re¬ 
cast completely and the new Panchayat Raj Act was 
brought on the statute book. Elections for constituting 
the Gaon Panchayats and Panchayati Adalats, envisag¬ 
ed in the Act, were completed by May 1949 and the new 
Gaon Panchayats and the Panchayati Adalats started 
functioning from August 15 the same year. 

Budgetary Position 

H. In their first year of existence, the new Panchayats 
were busy devising ways and means for raising revenue 
for themselves and during that year their income con¬ 
sisted mainly of Government grants. In that year, Gov¬ 
ernment sanctioned an expenditure of Rs. 52,13,550 for 
payment of process serving fees to the Chaukidars, and 
a further sum of Rs, 28,78,750 was sanctioned to meet 
the pay of the Panchayat Secretaries. The new set up 
approached a degree of stability in 1951-52 and a re¬ 
view of the position from that vear will be useful 


4. The total income of Gaon Panchayats in 1951-52, 
was Rs. 75.53,870 but in 1952-53 it rose to Rs. 1,26,64,207. 
There have been increases under all the main heads viz. 
(I) Tax revenue, (2) Government grants, and (3) Other 
non-tax revenue, but the largest single increase, amount¬ 
ing to Rs. 36,73,399 was due to Government agreeing to 
undertake full responsibility in respect of the pay of 
Panchayat Secretaries with effect from the year 1952-53. 
The increase of about Rs. 8 lakhs in tax revenue and the 
increase of about Rs. 6*25 lakhs in non-tax revenue 
(other than Government grants) were respectively due 
to increased taxation and receipt of more donations and 
better income from miscellaneous items such as ponds, 
fisheries, public fairs, etc. 


5. Two changes which have taken place since 1952-53 
may be mentioned here. In view of the fact that Gov¬ 
ernment have taken upon themselves the liability to 
pay the salaries of the Panchayat Secretaries, the in¬ 
come from fees and fines realised by the Panchayati 
Adalats will not be passed on the Gaon Panchayats but 
will be retained by the Government. The Panchayats 
who would have otherwise had to pay the salaries of 
their Secretaries of course stand to benefit greatly by 
this arrangement. Secondly, the formation of separate 
Goan Samajs with their executive committees (known as 
Land Management Committees), and the vesting in them 
of all ponds, fisheries, public fairs, etc., will mean that 
the Goan Panchayats will lose some revenue which was 
derived from those sources; but figures of the actual 
amount involved are not readily available. The in¬ 
come of Gaon Panchayats from donations has shown 
an upward trend; but the income from this source is by 
nature uncertain and cannot always be relied upon. 
The two main sources of the income of the Panchayats 
in future are likely to be the Government granls, chiefly 
the grants to cover the pay of Secretaries, and pancha¬ 
yat taxation receipts (including licence fees). Govern¬ 
ment grants are generally given for meeting expenditure 
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on specified purposes only and such expenditure has 
not been included in the figures of expenditure given 
in Table C, which is appended. Excluding this expendi¬ 
ture, the income from taxes, shows a surplus of Rs. 
6,15,630 over expenditure in 1952-53. This is not unsatis¬ 
factory but the expansion of the activities of the Gaon 
Panchayats is bound to increase their expenditure subs¬ 
tantially. The taxation and functional activities of the 
Panchayats and District Boards may also tend to over¬ 
lap; and this may also call for a new demarcation of 
the powers and responsibilities of the Panchayats and 
the District Boards. The future set up of the Gaon Pan¬ 
chayats vis-a-vis the District Boards is at present not 
certain and the question is being examined by a high- 
level committee set up by the State Government. 

6. As a result of the Government’s undertaking to 
meet in full the pay of the Panchayat Secretaries with 
effect from 1952-53 the Gaon Panchayats have been able 
to divert more funds towards development work. The 


work undertaken by the Panchayats consist of the cons¬ 
truction of kuchcha and pueca roads and drains, the 
construction and repair of kuchcha and pucca wells for 
drinking purposes as well as irrigation purposes, the 
conversion of kuchcha wells into pucca ones, the ins¬ 
tallation of Persian wheels, the digging of tanks, the 
construction of bundhis , the establishment of libraries, 
the installations of radio sets for community listening, 
etc. The total value of these works carried out so far 
is estimated at Rs. 7,33,19,372, the major portion of 
which has been possible because of the donation of 
voluntary labour by the villagers. 


Relative significance of the various sources of income 


7. The proportion borne by the different sources of 
income to the total income is indicated in the follow¬ 
ing table : — 


Year 

• 

Tax 

revenue 

Percentage 
of total 
ordinary 
income 

Grants-in- 

aid 

Percentage 
of total 
ordinary 
income 

Other non¬ 
tax revenue 

Percentage 
of total 
ordinary 
income 

1951-52 

• 

• 39507*720 

51-7 

14 * 25 * 5 °° 

18.8 

20,22,650 

29-5 

1952-53 


* 47 * 19*942 

37-2 

50,98,899 

40.2 

28,45,366 

22.6 


8. The reason for the large increase in Government 
grants in 1952-53 has been mentioned before. The in¬ 
come from taxes and fees has also registered a rise and 
unless any fundamental changes take place in the 
scheme of taxation as a result of the re-organisation of 
the District Board, Gaon Panchayat set-up, this will con¬ 
tinue to be most important source of independent in¬ 
come for the Gaon Panchayats. As for non-tax revenue, 
this is principally derived from— 

(1) fees and fines realised by Fanchayati Adalats, 

' (2) donations, and 

(3) miscellaneous items such as ponds, fisheries and 
public fairs etc. 

These items were together responsible for 22*6 per cent, 
of the total income in 1952-53 but, as indicated earlier, 
ponds, fisheries and public fairs etc. have since been 
vested in the newly constituted Gaon Samajs, and the 
proceeds from fees and fines realised by Fanchayati 
Adalats will be credited to State revenues. The main 
source of revenue which will, thus be left to the Gaon 
Panchayats under this head will be ‘donations’* The 
income from this source will always be comparatively 
small and uncertain. 


(3) A tax upon the assumed rental value of sir and 

khudkasht calculated in accordance with the 
proviso of section 63(D) of the U. P. Land Re¬ 
venue Act, 1901, the tax being payable' by the 
person or persons severally or jointly recorded 
in proprietary possessions of the sir land in ac¬ 
cordance with section 32 of the U, P. Land Re¬ 
venue Act, 1901, at the rate not exceeding 
I anna in a rupee, 

(4) A tax on trades, callings and professions not ex¬ 
ceeding Rs. 250 per annum at a rate not ex¬ 
ceeding one anna in a rupee provided that the 
income from such trade, calling and profession 
is not less than Rs. 500. 

(5) A tax on buildings owned by persons who do 
not pay any of the aforesaid taxes not exceed¬ 
ing 5 per cent of the rental value thereof, 

12. Besides these taxes the rules also provide for the 
levy of the following licence fees :— 


(i) Mazdoors .... Rs. 2 per annum 
(a) Weighman or pallcdar . . Rs, 3 per annum 

(3) Grain, Sugar or Cloth merchant 

or refiners of sugar . , Rs. 8 per annum 


9. There is however, an inestimable asset with the 
panchayats which is not reflected in their budgets but 
which nonetheless rich in potentialities and may enable 
them to carry out development work much beyond 
their financial capacity. The reference is to Shramdan 
or the donation of voluntary labour by villagers. The 
extent to which such donations have been available in 
the past can be judged from the fact that up to March 
31, 1952, works valued at Rs. 7,33 crores have been 
carried out by the Panchayats, the major portion of 
which was possible Only because of the voluntary 
labour given by the villagers. 

10. No Gaon Panchayat is at present managing any 
commercial transport or other revenue yielding under¬ 
takings- 


Principal Taxes 

11. The U. P. Panchayat Raj Act permits the levy of 
the following taxes by the Gaon Panchayats: — 

(1) A tax on the rent payable under the provisions 
of the XL P. Tenancy Act, 1939 not exceeding 
one anna in a rupee of such rent, the tax being 
payable by the person or persons severally or 
jointly in cultivatory possession of such land 
or in receipt or sayar income therefrom. 

(2) A tax on rent received by any proprietor or 
under-proprietor on account of land as defined 
in section 3 of the U. P. Tenancy Act, 1939 not 
exceeding six pies in a rupee of such rent, the 
tax being payable by the person or persons 
severally or jointly recorded in proprietary or 
under-proprietary possessions of such land in 
accordance with the provisions of section 32 of 
the U. P. Land Revenue Act, 190L 


( 4 ) Persons plying vehicles other 
than bicycles or tricycles or 
mechanically propelled vehicles. 

(5) Persons plying bicycles or 
tricycles .... 


(6) Owners of animals used for rid¬ 
ing, driving or carrying loads 
(except sheep and goods) 

(7) Owners of sheep or goats used 
as pack animals 


3 per annum 

Rs. 1-8*0 per annum 
per bicycle or 
tricycle. 


Rs. 2-8*0 per animal 
per annum 

As. 2 per annum 


13. Classified figures of income derived from the differ¬ 
ent taxes and fees are not available. It is obvious, how¬ 
ever, that with the abolition of zamindari the tax on 
proprietors and under-proprietors has been rendered in¬ 
operative. Similarly, due to the acquisition of bhumi- 
dhari rights by a number of cultivators, and the conse¬ 
quent reduction in their revenue, the yield from the tax 
on rents must have gone down to a certain extent. 


In the beginning, the Panchayats hesitated to levy 
taxes at anywhere near the maximum rate permitted 
under the law for fear of becoming unpopular. In subse¬ 
quent years, however, with the village organisations 
gaining more and more ground, a good percentage of 
them enhanced the rates of some of the taxes levied by 
them but the collections, which have so far been made 
by the Panchayats through their members, have, been 
far from satisfactory and a large sum of Rs. 2,71,84,270 
remained in arrears on September 1, 1952 on account of 
dues relating to 1949-50 onwards. Arrangements have, 
therefore, now been made for the appointment of tax 
collectors for Gaon Panchayats and it is expected that 









620 


the collections will now go on apace. In fact improve¬ 
ment is already noticeable because collections during 
the three months, July, August and September, 1953, 
have been of the order of Rs. 4,00,000 per month. 

14. The question of enlarging the powers of Gaon 
Panchayats in regard to taxation is under consideration. 
Some of the new items of taxation which are being 
considered are: — 

(1) Fees to be paid by persons exhibiting goods for 
sale in any market or place belonging to or 
under the control of the Gaon Sabha. 

(2) Fees for the registration of animals sold in any 
market or place belonging to or under the con¬ 
trol of the Gaon Sabhas. 

(3) Fees for the use of slaughter houses and en¬ 
camping grounds. 

(4) A water rate where water is supplied by the 
Gaon Sabha. 

(5) A tax for cleaning private latrines and drains 
where such cleaning is done through the agency 
on the Gaon Sabha. 

(6) A fee payable by owners of vehicles (other than 
mechanically propelled vehicles) kept within 
the area of the Gaon Sabha and let on hire. 

(7) A lighting rate where lighting of public streets, 
places or buildings is undertaken by the Gaon 
Sabha. 

15. Apart from the suitability or otherwise of these 
items individually, it has also to be considered how the 
financial resources should be apportioned between the 
Gaon Panchayats .and the District Boards, which exer¬ 
cise concurrent jurisdiction over the same area. This 
question is also engaging the attention of the high-level 
committee which has been set up by the State Govern¬ 
ment. 

Tax Administration 

16. The assessment lists in respect of both taxes and 
fees are prepared by the Gaon Panchayats annually at 
the commencement of the calendar year. The assess¬ 
ment is then publicly announced and the list is pub¬ 
lished for inspection. Objection can be filed within 15 
days of such announcement or publication. The objec¬ 
tions are heard and settled by the Panchayat and after 
the necessary corrections have been made the list is 


Number 
Population 

Total income from all sources 
Total income from rales and taxes 


signed by the Pradhan and two members. The list is 
then republished locally and forwarded to the Pancha¬ 
yat Inspector who, in his turn, forwards it to the Dis¬ 
trict Panchayat Officer with his own comments. The 
assessees can file appeals before the District Panchayat 
Officer within 30 days of the republication of the list. On 
the expiry of the* time allowed for appeal if no appeal 
is filed, or after disposal of the appeals filed, as the case 
may be, the list is approved by the District Panchayat 
Officer, subject to such modifications as he may think 
fit. After this, the revised assessment is again announc¬ 
ed. The District Panchayat Officer has also the dis¬ 
cretion of rejecting the list in toto in which case a re¬ 
vised list has to be submitted by the Panchayat for his 
approval. This District Magistrate also exercises revi- 
sionery powers in respect of the assessment lists pertain¬ 
ing to taxes (but not fees) and can revise the list on his 
own motion or on the application of an assessee. 

17. The collection of taxes and fees is done by the 
Panchayat itself through its members, or through aid 
collection staff. Formerly the work was done by the 
members of the Panchayat themselves but this did not 
prove to be very successful inasmuch as collection was 
slow and arrears tended to mount up. Arrangements 
have now, therefore, been made for the appointment of 
tax collectors and collections are showing an improve¬ 
ment already. It is, however, too early to arrive at any 
conclusion regarding the cost of collection under the 
new system. That will be possible only when conditions 
have been established, 

18. From the point of view of the tax-payers, there 
should ordinarily be no grivance against the taxes im¬ 
posed since these are decided upon by the Gaon Sabhas 
which consist of all the adult residents of the area. Ex¬ 
cept in rare cases the decision on these points should 
ordinarily assume the character of voluntary taxation. 
In respect of assessment also, owing to the number of 
opportunities provided for representation and appeal, 
the system does not appear to permit of any arbitrari¬ 
ness in assessment. 

Tax Evasion and Tax Avoidance 

19. The chances of evasion and avoidance in respect 
of the Panchayat taxes are not very high. The approxi¬ 
mate income and profits of each resident of the area 
are generally known. Some margin will, however, always 
have to be allowed for human failings which may result 
in the showing of slight favours, here and there ; but 
the scope for such favouritism is limited. 


GAON PANCHAYATS 


Item 


*95*-5* 


A—General Information 


36,139 

5,28,05,718 

Rs. 

75,53,870 

39>07,72o 

Rs. A. P. 


2 952-53 


36,139 

5,28,05,718 

Rs. 

1,26,64,207 
47»i9 s 942 
Rs. A, P. 


Per Capita incidence of total income .......... 023 0310 

Per Capita incidence of income from rates and taxes ....... 012 015 

B—Details of Income 


I—Tax Revenue 

Tax on rent payable by tenant 

Tax on rent received by proprietors and under-proprietors/ 

Tax on assumed rental value of Sir and Khudkasht- 
Tax on trades, callings and professions. 

Tax on buildings. 

(Classified figures not available) 

Total 

39,07,720 

47.19.942 

II—Non-Tax Revenue 
(a) Grants from Government— 

(i) for roads and buildings 

(ii) for education 

(iii) for medical and public health * 

(iv) for other purposes .......... 

14*25,500 

50,98,899 

Total 

i 4 , 35 » 5 oo 

50 98,899 

(ft) Fees, fines, etc.. 

(£) Miscellaneous ............ 

22,20,650 

8,09,950 

20,35,416 

Total ordinary income excluding opening balance 

75.53.870 

1,26,64,207 

G —Details of Expenditure . 

(i) Administration . . . . . . . . . , 

(u) Construction and Development ........ 

(iii; Miscellaneous ........... 

40,82,150 

13,40,242 

9 , 45 * 56 i 

1 5 > 57>568 
18,70,603 
6,76,141 

Total 

63,17,953 

41,04,^12 

NoTf. — The above figures of expenditure do not include expenditure on Secretaries payment, out 
(or that purp° se < 

of the Government Grant which was made 

exclusively 










Section II— Replies to Questions 

Question No. 185 

Do you consider that the system of local taxation in 
India is generally satisfactory and that the need for im¬ 
provement is confined to matters of relative detail ? 

If not, what in your view are its major defects ? To 
what extent are they related — 

(a) to the framework-constitutional, legal, etc.-' 
within which the system operates, or 

(b) to the actual operation of the system ? 

If possible , please illustrate your reply by reference 
to the position as you know it in one or more States. 
What remedies would you suggest ? 

The defects in the system of local taxation are trace¬ 
able, in certain respects, to the frame work within 
which the system operates and, in some others, to the 
actual operation of the system. At the time of the 
framing of the Constitution of India the representatives 
of this State (on the basis of the interim recommenda¬ 
tions made by the U. P, Local Bodies Grants-in-aid Com¬ 
mittee) had brought to light the following defects in 
the draft of the Constitution and had pleaded for their 
rectification'— 

(1) continued inclusion of the entry relating to ter¬ 
minal taxes in the Union List; 

(2) restriction on the power of local bodies to im¬ 
pose profession tax exceeding Rs 250 per 
annum on any single person ; 

(3) restriction on the power of taxation in respect 
of railway property and other property belong¬ 
ing to the Central Government; and 

(4) inclusion of ‘residual taxes’ in the Union List. 

It was also stressed that the interests of local bodies 
should be safeguarded in respect of the following taxes 
which could be levied as such or as a surcharge on 
Central taxes— 

(a) taxes on the capital value of the assets of indi¬ 
viduals; 

(b) duties in respect of succession to property other 
than agricultural land; and 

(c) taxes on the capital value of the assets of com¬ 
panies and taxes on the capital value of com¬ 
panies. 

The inclusion of terminal taxes in the Union List and 
the fixation of the upper limit of Rs. 250 in respect of 
the Profession Tax have severely restricted the powers 
of taxation of the local bodies. Terminal Tax constitutes 
an integral part of the structure of indirect taxation by 
Municipalities and the restrictions in respect of the Ter¬ 
minal Tax have made the evolution of a satisfactory tax 
policy difficult. Similarly the limitations now attaching 
to the Profession Tax present a serious obstacle to the 
working out of any satisfactory policy in respect of 
direct taxation by local bodies. 

The protection from local taxation granted to the 
Union Government properties is another measure which 
deprives the local bodies of an otherwise justified item 
of income. 

These, broadly speaking, are the defects which relate 
to the framework within which the system operates. 

As regards the defects connected with the actual op¬ 
eration of the system, they are mostly confined to octroi 
and arisa from the system of refunds, and the valuation 
and weighment of goods at octroi posts. 


Question No. 186 

If the framework is defective, is any part of its inade¬ 
quacy traceable to the Constitution ? Please explain your 
point of view in some detail. In particular, would you 
recommend the inclusion in the State List (from which 
all local taxes are derived) of any taxes which are parti¬ 
cularly suitable as items of local taxation but which do 
not now figure in that List ? Are some of these taxes 
altogether new taxes or are they included in the Union 
List ? Most specifically , have you any comment to make 
on the recommendation of the Local Finance Enquiry 


Committee that u terminal faxes on goods or passengers, 
carried by railway, sea or air” should be transferred 
from the Union List to the State List ? 

It has already been stated in reply to question No. 185 
in what respects the inadequacy is traceable to the 
Constitution. The point is further explained below: 

Terminal Tax — 

Under Article 269 of the Constitution terminal taxes 
on goods or passengers carried by rail can be levied by 
the Government of India alone who would distribute the 
net proceeds thereof among the states concerned in ac¬ 
cordance with certain principles to be formulated by 
Parliament by law. Some other taxes viz., octroi, tolls, 
and “taxes on goods and passengers carried by road or 
on inland waterways” are within the competence of local 
bodies to impose. All these form component parts of 
the^ same system of indirect taxation and constitute the 
main source of the income of the Municipal Boards in 
this State. Octroi, to a certain extent, is distinct from 
the other taxes but due to the defects associated with 
it in regard to refunds, and the weighment and valua¬ 
tion of goods by low-paid barrier staff which lead to 
harassment and corruption, that tax has been generally 
adjudged to be a bad form of taxation and was being 
gradually replaced by local bodies in this State by ter¬ 
minal tax. The Government of India Act, 1935 suddenly 
put a stop to it in 1937 by including terminal taxes in 
the Federal list and this position has been continued 
under the Constitution of India. Thus the integral 
whole consisting of Terminal Tax (on rail-bornt goods) 
and tolls and terminal tolls (on road-borne goods) 
has been split up and the former is to be administered 
by the Central Government while the latter lies within 
the competence of the State Governments and the local 
bodies. This has created an anomalous position and the 
following difficulties arise : 

(a) The replacement of octroi (which is admittedly 
a bad form of taxation) by terminal tax has 
been halted and octroi has had to be retained 
and even extended. 

(b) Although the prices have gone up considerably, 
the terminal tax rates have, perforce, been sta¬ 
tionery since 1937 thereby resulting in loss of 
revenue to the Boards. 

(c) The regulation of toll schedules has also been 
affected. When terminal tax was available to 
local bodies as an item of taxation, a correspon¬ 
dence was maintained between the terminal toll 
rates and the rates of terminal tax. This is no 
longer possible. The increase in prices has ren¬ 
dered the increase in the rates necessary. Due 
to the inability of Boards to make any change 
in the Terminal Tax Schedules, only two result 
could follow viz., (1) either the toll schedules 
should also have remained static at the pre-1937 
level or(2) they should have been revised with¬ 
out regard to the Terminal Tax rates. Either 
way, the result could not be anything but un¬ 
satisfactory. Under the first alternative, the 
Boards would be put to an avoidable loss of 
legitimate revenue, while under the latter alter¬ 
native the incidence of taxation would fall dls- 
proportionately on road-borne goods. 

Even after the enactment of the necessary law by 
Parliament and the taking over of the administration of 
terminal tax by the Government of India, the following 
incongruities and difficulties are likely to remain: 

(a) It would be difficult to achieve proper co-ordina- 
nation between the centrally administered Terminal 
Tax and the State administered or locally administered 
import taxes. The rates of the taxes, in particular, are 
likely to vary within wide limits. 

(b) From the very nature of these taxes, their rates, 
particularly for some commodities, would have to be 
varied from town to town to suit varying economic 
and industrial conditions or to meet sudden and 
violent price fluctuations. A centrally administered 
Schedule of Terminal Tax would necessarily suffer from 
a sort of rigid uniformity and would generally fail to 
make any allowances for local variations. The result 
will be a disproportionate distribution of the tax burden 
between the two classes of goods rail-borne and road- 
borne. 


Profession Tax — 

In the field of direct taxes, the Profession tax and the 
property tax are the only two items available to local 
bodies. Neither owning nor letting of property can 
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always be relied upon as a correct index of the taxable 
capacity of people in this country. The necessity of a 
tax based on profits is therefore self-evident. The upper 
limit of Rs. 250 imposed by the Constitution restricts the 
scope of the tax and affects the local tax structure 
adversely. 


Central Government Properties — 

Although the property of the State Government is 
generally subject to local taxation in this State, the taxa¬ 
tion of the property of the Central Government is sub¬ 
ject of severe restrictions. Prior to April 1, 1937, Rail¬ 
way property, which constituted a large proportion of 
the property of the Central Government, was liable to 
taxation by local bodies provided the Governor General 
in Council declared, by a notification under section 135 
of the Indian Railways Act, 1890, and railways adminis¬ 
tration to be liable to pay the tax levied in the area. 
Before the issue of any such notification, the Govern¬ 
ment of India had, however, to be satisfied that the levy 
of a tax on the railway was justified by the direct and 
indirect services rendered to it by the local authority 
concerned. This position obtained under the Indian 
Railways Act, 1890 which was enacted at a time when 
the Railways in India were the property of foreign 
capitalists. 


Under the Government of India Act, which was pass¬ 
ed at a time when most of the railways had been taken 
over by the Central Government, further taxation of 
Central Government property was debarred (except to 
the extent already existing on April 1, 1937) unless 

otherwise provided for by the Federal Legislatures. The 
Railways (Local Authorities Taxation) Act, 1941, which 
was passed subsequently, empowered the Central Gov¬ 
ernment to declare, by notification, a railway adminis¬ 
tration to be liable to pay any tax levied by a local 
authority. The renewed restriction under the Constitu¬ 
tion of India (c. f. Article 285) has put the hands of the 
clock back and a permissive legislation by Parliament 
is still awaited. Unless the necessary law is passed, 
local bodies are precluded from imposing taxes on such 
property of the Union Government as was not already 
subject to local taxation. 

As mentioned earlier, the representatives of this State 
had, at the time of the framing of the Constitution, 
urged the transfer of the following entries from the 
Union List to the State List: 

1. Terminal Taxes on goods and passengers, carried 

by rail, sea or air, taxes on railway fares and 

freights—Entry 89 Union List. 

2 . Taxes on the capital value of assets of individuals 

(Entry—86 ibid). 

3. Taxes on the capital value of companies—Taxes 

on the capital of companies (Entry—86 ibid). 


The considerations which should be taken into ac¬ 
count into in judging the suitability of a tax for a parti¬ 
cular class of local body are stated below: 

I — Urban , 

A. Corporation. 

Broadly speaking, the considerations as for Municipa¬ 
lities will hold good in the case of corporations also. 


B. Municipalities — 

1. Extent of trade and commerce in the town. 

2 . Stage at which the town stands in respect of in¬ 

dustrialization. 

3. Occupations of the majority of the local residents. 

4. General level of valuation of local property other 

than agricultural land. 

5. Whether the town is largely an importing 

town as has any industries which also lead to 
export in a substantial measure. 

C. District Boards — 

1 . Does the tax serve to maintain a balance bet¬ 

ween the burden on agricultural and non- 
agricultural classes? 

2. Is the tax easy of management by District 

Boards considering the largeness of the area 
under a District Board? 


D. Gaon Panchayats — 

1. Whether the tax is strictly local in character, and 

2 , ' Does the tax serve to maintain a desirable 

balance between the burden on the agricultu¬ 
ral and non-agricultural classes found within 
the Panchayat area, after taking into account 
the incidence of the District Board taxes also? 

Question No. 188 

Assuming that the State List is, or can be made, 
adequate , is the frame work defective in individual 
States in the sense that it fails, at important points , to 
ensure proper devolution, i.e., (in this context) proper 
transference of tax-power from the State List to Local 
Bodies ? If so, please answer questions 189 to 194 with 
reference to the actual arrangements for devolution (as 
they emerge from the sum total of the relevant State 
laws, rules, administrative orders and administrative 
practices) in the particular State or States to which 
your comment relates. 


4. Estate duty in respect of property other than agri¬ 
cultural land (Entry—88 ibid). 

In regard to taxes other than the Terminal Tax an 
alternative suggested was that local bodies might be 
permitted to levy a surcharge over and above any cen¬ 
tral taxation that might be imposed. 

Question No. 187 

. Arising from the foregoing questions , what considera¬ 
tions would you take into account in judging the suit¬ 
ability of a particular tax for purposes of local taxation 
In so far as a tax suitable in relation to one local body 
may not be suitable in relation to another , what charac¬ 
teristics of the local body itself, as a tax authority , 
would you include among the considerations relevant 
for the assessment of suitability ? Please relate your ans¬ 
wer to the different categories of local bodies vi * 
broadly; 

I— Urban — 

A. City Corporations . 

B. Municipalities including (Cantonment Boards). 

II— Rural 

C. Local Boards . 


This Government have transferred as much of the 
power of taxation to local bodies as could be considered 
desirable and reasonable. The U. P. Municipalities 
Act, which governs the Municipalities and Notified 
Areas in this State, besides allowing certain specific 
taxes (c.f. Section 128), permits these bodies to impose 
any other tax which the State Legislature is competent 
to impose [c.f. item (XIV) of Section 128 (1)]. The pro¬ 
visions of this Act, including those relating to taxes, are 
now capable of extension to Town Areas also with or 
without any modification so that even a Town Area can 
now be empowered to impose a tax assigned to the 
State list. It will thus be seen that, so far as the law 
is concerned, there is the widest devolution of the power 
of taxation in this State in regard to Municipalities, 
Notified Areas and Town Areas. The case of district 
boards and Goan Panchayats, is however, slightly differ¬ 
ent. Gram Panchayats are of recent origin; besides 
there is a comparative dearth of resources fit for exploi¬ 
tation by a local body functioning in the rural areas. 
The question of providing adequate financial resources 
for Gram Panchayats and District Boards is under exa¬ 
mination by a high level committee, which, among other 
things, is considering how the tax-sources should be 
allocated between the two bodies so as to avoid incom¬ 
patibility between the taxes imposed by the two autho¬ 
rities as also multiple taxation of the same income. As 
the committee has not concluded its labours, so far, 
it is not possible to discuss the subject in detail. 


D. Village Panchayats . 

Taxes allowed to be imposed by local bodies shoulc 
broadly speaking, be either ”*harges for services provic 
ed ° r , R ure imposts levied in the interest of the life an 
well being of the local population, but the latter type c 
taxes should be such as can be related to the taxabl 
capacity of each local area. In addition, the taxe 
should satisfy the ordinary requirements of a goods ta? 

certainty, (2) convenience, (3) economy and (4 
ability of the people to pay. 


The laws in this State make higher sanctions neces¬ 
sary to the proposal of a local body to impose, alter or 
abolish a tax and the connected rules are similarly 
framed by a higher authority at the instance of the 
local body. This authority is the District Magistrate in 
the case of Town Areas and Notified Areas and the 
State Government in the case of the bigger municipa¬ 
lities. Far from being an unjust restriction, this arrange¬ 
ment will appear to be necessary for evolving an inte¬ 
grated tax-policy to mitigate sharp differences in the 
incidence of taxation in different areas. 
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So far as the administrative practice is concerned, this 
Government have refrained from placing any unneces¬ 
sary checks on local bodies in the way of exploring fresh 
sources of revenue. In fact the local bodies have them¬ 
selves shown some hesitation in utilising their powers 
of taxation fully as a result of which Government have 
had to take powers for requiring a Board to impose a 
tax, or to vary the rate of a tax already imposed, and 
to impose the tax or alter the rate themselves if the 
Board fails to carry out the order (c.f. section 130A, 
U. P., Municipalities Act). The exercise of this power 
may look like an encroachment on the freedom of local 
bodies but, in the circumstances stated, such a descrip¬ 
tion will not be in accordance with facts. 

In view of what has been explained above it is not 
necessary to give detailed replies to questions 189—>194 
and the questions have been answered only briefly in 
what follows. 

Question No, 189 

Is there failure to provide for the devolution of one 
or more suitable taxes upon an appropriate category of 
local bodies? If so, please give, with reference to each 
such category, instances of taxes which it would be 
particularly suitable for that category to levy, but which 
for insufficient reasons, it is not empowered to levy. 

The question does not arise in view of what has been 
stated in reply to question No. 188. It may, however, be 
stated that there was a demand in the past in certain 
quarters for the transfer of ‘Entertainment tax’ to Muni¬ 
cipalities. This tax levied by the State Government and 
they have not found it possible to agree to the proposi¬ 
tion, There has been no demand from any quarter for 
the transference of any other tax to the local bodies. 

Question No. 190 

Is there failure to prevent the devolution of unsuit¬ 
able taxes? In other words, are taxes allowed to be 
levied which are manifestly unsuitable for levy by the 
particular category of local bodies ? Please give instan¬ 
ces . 

None of the taxes which are at present allowed to be 
levied by local bodies in this State can be said to be un¬ 
suitable for purposes of local taxation. In the new Dis¬ 
trict Board-Gaon Panchayat set-up, however, a certain 
amount of overlapping in the powers of taxation has 
been noticed, and the question of a sound re-allocation 
of the powers to levy taxes between them is, as already 
stated, under the consideration of a high level 
committee. 

Question No. 191 

Is there failure to make devolution sufficiently prompt 
and flexible ? For example: Is the procedure dilatory in 
actual practice? Is specific approvakinsisted upon where 
general authorisation would do? Are unnecessary condi¬ 
tions imposed on the poioer to levy? Please give ins¬ 
tances. 

In this State the existing position is that higher sanc¬ 
tion is necesary for the imposition of a tax or alteration 
in its rate etc. The procedure cannot, however, be called 
dilatory. A uniform procedure has been prescribed in 
respect of all classes of local bodies involving, as it does, 
the initial framing of proposals by the local body, their 
publication for information and possible objections and 
suggestions, finalisation of the proposals after considera¬ 
tion of the objections and suggestions that may be recei¬ 
ved, submission of the proposal to the sanctioning autho¬ 
rity, approval by that authority, fixation of a date for 
the commencement of the tax and, lastly, the imposition 
of the tax has to be notified. It will be observed that 
all the stages involved in the existing procedure are 
necessary and unavoidable. 

As has already been explained, the condition relating 
to higher sanction to tax proposals has been imposed 
with a view to ensuring the evolution of an integral 
policy in regard to local taxation in the State. 

Question No. 192 

Is there failure to make devolution sufficiently diver¬ 
sified in relation to the capacity of particular local 
bodies to exercise particular poivers ? Thus, do the legis¬ 
lation regulation and administration, taken together , 
show inadequate appreciation of the distinction bet¬ 
ween : 

(i) Categories of local bodies: a tax-power which 
may be wholly unsuitable for one category may 
be very suitable for another; 

(ii) Degrees of development among local bodies of 
the same category: e.g., a tax-power not suit¬ 
able for some village panchayats may be suit¬ 
able for others. 


Please give instances . 

The devolution of tax-powers to local authorities irl 
this State does not appear to be defective according to 
the criteria mentioned in the question. As has been 
stated earlier, the taxation proposals in this State are 
mooted by the local bodies themselves and if the pro¬ 
posals appear to the sanctioning authority to be reason¬ 
able they are accepted. The initiative for suggesting 
the imposition of taxes which may be specially suitable 
for any particular areas or conditions rests with the 
local bodies themselves and if the proposals are other¬ 
wise reasonable, they are not rejected by the sanction¬ 
ing authority merely on account of their being different 
from the tax pattern under other similar local bodies. 

Question No. 193 

(a) In respect of individual taxes, does the devolu¬ 
tion take sufficient account of the extent to which power 
may be transferred, e.g.,— 

(i) potoer to decide whether or not to levy the tax ; 
or 

(ii) power to decide the rate of levy of the tax ; or 

(iii) power to assess the tax; or 

(iv) power to collect the tax; or 

(v) different combinations of the above . 

(b) In the same connection, is adequate use made of 
the different conditions which may be attached to the 
powers mentioned above, e.g.— 

(i) condition making the levy the tax compulsory 
at a stipulated minimum rate; 

(ii) condition that the rate of levy shall be subject 
to a stipulated maximum; 

(iii) condition to ensure the relative independence 
of the assessing agency; and 

(iv) condition that a particular standard of collec¬ 
tion shall be maintained? 

(c) With reference to particular taxes and particular 

categories of local bodies, please give instances , 
if any, illustrative of the following —* 

(i) a power is withheld altogether, though a certain 

degree of power with, if necessary, certain con¬ 
ditions, might be transferred; 

(ii) the degree of power transferred might be higher 
or lower; and 

(iii) the conditions attached might be more restrict 
tive or less restrictive . 


The position obtaining in this state has been consider¬ 
ed separately for each type of local body in the follow¬ 
ing paragraphs: 

Municipalities 

Generally speaking, the Boards have freedom to de¬ 
cide which taxes they will impose in their areas only, 
their proposals need higher sanction (of the Govern¬ 
ment in the case of City Municipalities and the Divi¬ 
sional Commissioner in the case of others) before they 
can be enforced. Government also have power under sec¬ 
tion 130-A of the U. P. Municipalities Act, 1916 to re¬ 
quire a board to impose a tax, or modify the rate of 
an existing tax, and themselves to impose or modify it 
if the Board fails to comply with their orders. This lat¬ 
ter power, which is apt to be misconstrued as an en¬ 
croachment on the autonomy of Municipal Boards is of 
recent origin (having been introduced only in 1949) and 
has been found necessary owing to the disinclination, 
based on a fear of losing popularity, on the part of 
certain boards to resort to additional taxation. As the 
efficiency of the services cannot be maintained in the 
absence of adequate financial resources, Government 
considered it necessary to take such powers for them¬ 
selves, Government are, however, alive to the fact that 
the power is of an extraordinary nature and that it 
should be used only where its use becomes unavoidable 
in the public interest. 


Besides the above two limitations on the powers of 
municipalities in regard to taxation, the simultaneous 
levy of the following parts of concomitants taxes is 
prohibited, 

[See section 128(2), U. P. Municipalities Act.] 

1. (a) “Tax on trades, callings and vocations includ¬ 
ing all employment remunerated by salary or fees’\ 
and 



(b) “A tax on inhabitants assessed according to their 
circumstances and property”, and 

2. (a) “Octroi on goods or animals brought within 
the municipality for consumption, use or sale therein”, 

and 

f b) “A tax on goods imported into or exported from 
any municipality on which an octroi was in force on 
the sixth day of July, 1917, or with the previous sanc¬ 
tion of the Central Government, any other Municipa¬ 
lity” 

Notified Areas. 

These are governed by adapted provisions of the U. P. 
Municipalities Act* The provisions relating to taxation 
have, however, not been extended for general applica¬ 
tion, but have been left to be adapted in individual 
cases* 

The taxes in Notified Areas are imposed by the Dis¬ 
trict Magistrates and not by the Notified Area Com¬ 
mittees themselves. This power vested formerly in fhe 
Divisional Commissioners but was transferred to the 
District Magisrates in 1952 under a Scheme of re-organi¬ 
sation of the functions of the Commissioners of Divisions. 
Although technically the taxes are imposed by the 
District Magistrate, in actual practice it is always the 
Committee which moots the proposal and then leaves 
it to the District Magistrate to take further procedural 
action thereon, 

Town Areas * 

The taxes are imposed and levied by the Committees 
themselves but, as in the case of Municipalities, the 
proposals are subject to higher sanction, the sanctioning 
authority in this case being the District Magistrate. The 
simultaneous levy of the circumstances and property tax 
and the five other taxes described in clauses (a) to (e) 
of section 14 (1) of the U. P* Town Areas Act has been 
prohibited [See section 14 (1) (/)], Subject to these con¬ 
ditions the Committees are free to decide what taxes 
they shall levy. 

District Boards . 

There are only two taxes available to these bodies viz. 
(1) local rate and (2) circumstances and property tax: 
The rate of the former has been statutorily fixed at 
9-3/8 per cent, on the annual value of estates (annual 
value being defined as “ double the land revenue ”) in 
respect of what used to be the temporarily settled area. 
In respect of what was then the permanently settled 
area, the following rates were fixed : 

I, In all areas except the upland 

tracts of the Mirzapur District . 3 as. 9 pies per acre. 

8. In the upland tracts of Mirzapur 
District 

(a) Where the land pays or is capa¬ 

ble of paying annual rent of 

Rs. 2 per acre . . * 3 as* 9 P sis P cr acre * 

(b) Where land pays or is capable 0 
of paying an annual rent of 
less than Rs. 2 but more than 

12 annas per acre . . 2 as, 3 pies per acre. 

(c) All land paying or capable of 
paying an annual rent of not 
more than 12 annas per acre 
and land intermitently cultiva¬ 
ted (be-, land which is crop¬ 
ped not more than once in 

three years). , . . Exempted. 

The statutory obligation to levy the tax at the rates 
mentioned above imposed only in 1948, when Gov¬ 
ernment, taking into account the growing need of 
District Boards for funds and their reluctance, for fear 
of losing their popularity, to impose the tax at the maxi¬ 
mum permissible rate, came to the conclusion that it 
was necessary both to enhance the maximum limit of 
the tax and also to make it compulsory for the Boards 
to levy the tax at the that rate. 

The Circumstances and Property Tax is levied by 29 
Boards at present and the law provides that it shall be 
continued where it is already in force but cannot be 
imposed in new areas. This restriction was introduced 
in 1948 when the constitutional position about this tax 
was a subject of controversy and it was not clear 
whether it did not fall in the category of Income Tax 
and as such, was not excluded from the State List. The 
Boards have, therefore, no choice as far as this tax is 
concerned. The question of allowing them a larger 
latitude in respect of this tax is, however, under the 
consideration of Government in the light of the recom¬ 
mendations made by the U. P. Local Bodies Grants-in- 
aid Committee. 

Gaon Panchayats . 

The imposition of taxes by Gaon Panchayats is sub¬ 
ject to the approval of the Prescribed Authority which 
is the District Panchayat Officer. 


The law provides that the following three taxes shall 
always be imposed together, and that they shall not be 
separated— 

(a) a tax on rent payable by a tenant (agricultural 
rent); 

(b) a tax on rent payable by a proprietor or under¬ 
proprietor; and 

(c) a tax on assumed rental value of sir and khud - 
kasht land. 

Subject to these restrictive provisions, the Gaon Pan¬ 
chayats are free to decide which taxes they will levy in 
their respective areas. 

Answer 193 (a) (ti) and (b) ( i ) and (zi) 

All local bodies except District Boards, which, as 
already shown, have no choice of taxation under the 
existing circumstances, are free to decide the rates of 
the various taxes, subject, of course, to such outside 
control as is expected by the authority sanctioning the 
tax proposal. Maximum limits are, however, laid down 
in the case of some taxes. These are mentioned below; 

Town Areas 

(1) Tax on rent payable by tenants [Sec. 14 (i)(a) U. P. Town 

Maximum limit . . . Area Act, 1914.] 

1 anna per rupee. 

(2) Tax on rent received by proprie- [Sec. 14 (i)(b) U. P. Town 

tors and under proprietors . Area Act ] 

Maximum limit . . .6 pies per rupee. 

(3) Tax on the assumed rental value [Sec. 14 (i)(c), U. P. Town 

of Sir and Khudkashts . , Area Act.] 

Maximum limit , . .1 anna and 3 pies per rupee. 

(4) Tax on trades, callings or pro¬ 
fessions.—• 

Maximum limit . . . 12 J per cent, per annum ^ 

on net Profits. 

(5) Tax on buildings payable by 
owners.— 

Maximum limit . . , 12J per cent, per annum 

assessed on the annual rent¬ 
al value of the Buildings. 

(6) Circumstances and Property tax— The tax is to be assessed in 

two parts viz- (i)on circum* 
stance and (2) on property. 

Tax on circumstances . . , Maximum limit 1 anna per 

rupee on total taxable in¬ 
come subject to the condi¬ 
tion that the total amount 
assessed on any single per¬ 
son in any single year shall 
not exceed Rs. 250. 

Tax on property.— 

Maximum limit . . . 12J per cent, on the annual 

rental value. 

(The aggregate of the 
assessments on any single 
person for the above two 
portions of the tax not 
to exced Rs. 2,000 : 


District Boards. 

The scale at which local rate is being levied has al¬ 
ready been shown in reply to question no. 193 (a) (i). 

The Circumstances and Property tax is subject to a 
maximum limit of 4 pies per rupee of toal taxable in¬ 
come subject to the condition that the total assessment 
of any single person in any single year shall not exceed 

Rs. 2,000. 

Gaon panchayats 

1. Tax on rent payable by tenants . [Sec. 37 (1) (a), U. P. 

Panchayat Raj Act, 1947]. 
Maximum limit . . * 1 anna per rupee of rent. 

2. Tax on rent received by proprie- [Sec. 37 (1) (A), U. P. P. R. 

tors and under-proprietors. Act]. 

Maximum limit . , .6 pies per rupee. 

3. Tax on assumed rental value of [Sec. 37 (1) (c), U. P. P. R. 

sir and khudkasht . ' Act]. 

Maximum limit . . .1 anna per rupee. 

4. Tax on trades, callings and pro- [Sec. 37 (1) (</), U. P. P. R. 

lessions. Act]. 

(A) Trade profession etc. Maximum limit of tax 

(licence fee) 

(1) Mazdoor . ♦ . Rs. 2 per annum. 

(2) Wcighman or palledar . Rs, 3 per annum. 

(3) Grain, Sugar, or Cloth Rs. 8 per annum, 
merchant or Sugar refiner. 
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(4) Plyer of vehicle other than Rs. 3 per vehicle, 
bicycle or tricycle except 

a mechanically-propelled 
vehicle. 

(5) Flyer of bicycle or tricycle Rs. 1-8 per annum per 

bicycle or tricycle, 

(6) Owner of animal used for Rs. 2-8 per annum per 
riding, driving or carrying animal. 

load (except sheep and 
goats). 

(7) Owner of sheep or goats 2 annas per annum per 
used as pack animals for animal. 

carrying loads. 

(B) Trade, profession or calling . Maximum limit of tax (tax 

on annual incomes from 
certain trades) 

(l) Grain and Cloth mer- (?) Income up to Rs, 500— 
chants, sugar refiners, exempt, 
employees of mills or fac- (ii) Income above Rs. 500 
lories, and persons car- and below Rs. 600— 
rying on any other trades 6 pies per rupee on 
to be determined by the annual income, 
prescribed authority (Dis¬ 
trict Panchayat Officer), 

(iii) For every Rs. 100 or 
part thereof when xhe 
income is above Rs, 600 
but below Rs. 1,200— 
6 pies per rupee. 

(ttf) For every Rs. 100 or 
part thereof above Rs. 
1,200—t anna per 

rupee. 

5. Tax on Buildings [Sec. 37 (r) (<?), U. P. F. R. 

Maximum limit . . . Act]. 

5 per cent, of the annual 
rental value. 


Powers regarding Assessment of Taxes 

Municipal Boards. 

Answer 193 (a) (iii) and (b) (in) 

A. (i) Tax on annual value of buildings or lands or 
both. 

(ii) Water tax on the annual value of buildings or 
lands or both. 

The assessment is made by the Board itself either 
through its members or salaried servants. The objec¬ 
tions are heard by the Board or, if it delegates its 
powers in this behalf, by the authority to which the 
power is delegated. The authorities to which this 
power can be delegated are— 

(i) a committee of the Board ; and 

(ii) an officer of Government or of the Board. 

The list is thereafter authenticated by the President 
or, in the case of delegation of the power of hearing ob¬ 
jections to another authority, by such authority. The 
Board can alter or amend the list at any time after 
adopting the prescribed procedure which, in certain 
cases, makes it necessary to give one month's notice to 
the person or persons affected. Appeals can be moved 
before the District Magistrate or such other Officer as 
may be appointed by the State Government for the 
purpose. 

B. (i) Tax on trades and callings carried or within 
municipal limits and deriving special advantages from, 
or imposing special burdens, on, municipal services. 

(ii) Tax on trades, callings and vocations including 
all employments remunerated by salary or fees. 

(iii) Scavenging tax. 

(iv) Tax for cleaning of laterines and privies. 

The assessment list is made through the agency of 
the Board itself and there is no outside control. 

C. (i) Tax on vehicles and other conveyances plying 
for hir e or kept within the municipality or on boats 
moored therein ; 

(ii) tax on dogs kept within the municipality ; and 

(iii) tax on animals used for riding, driving, draught 
or burden, when kept within the municipality. 

These taxes are levied in the shape of licence fees on 
licences which are issued by the Executive Officer or the 
Secretary of the Board, as the case may be. 


D. (i) Octori on goods or animals brought within the 
municipality consumption, use or sale therein ; 

(ii) toll on vehicles and other conveyances, animals 
and laden coolies entering the municipality; and 

(iii) a tax bn goods imported into or exported from, 
any municipality in which an octroi was in force on the 
6 th day of July 1917 , or with the previous sanction of 
the Central Government, any other municipality. 

These taxes are realizable at the spot and are govern¬ 
ed by tax-schedules. These tax-schedules are approved 
by the State Government in the case of City Munici¬ 
palities and by the Divisional Commissioner in other 
cases. 

Notified Areas. 

The taxes being the same as in Municipalities, the 
broad principles applying in the case of Municipalities 
are followed here also. In the case of taxes which re¬ 
quire the preparation of assessment lists (e„g„ tax on 
buddings and lands, water tax, tax on trades, profes¬ 
sions and callings and the Circumstances and Property 
Tax) the lists are prepared and authenticated by the 
Committees, or, if so authorised, by a special officer 
and are subject to the approval of the District Magis¬ 
trate or such officer of the' Committee as the District 
Magistrate may direct. 

Town Areas. 

The assessment lists are made by the Committees but 
are subject to confirmation by the District Magistrate. 
Appeal against the assessment lies to the District Magis¬ 
trate. 


Gaon Panchayats. 

The assessment lists are prepared by the Panchayats 
themselves, who also dispose of the objections which 
may be filed. The lists are authenticated by the Pra- 
dhan and two members, but are subject to the approval 
of the District Panchayat Officer. The District Magis¬ 
trate also has powers of revision. 

As regards ensuring the independence of the assessing 
agency, it will be seen that this result cannot be claim¬ 
ed to have been achieved in this State. The servants of 
the Boards and their members cannot be expected to 
act independently and there is a feeling in some quarters 
that a more independent agency for the assessment of 
taxes would be desirable and Government are examin¬ 
ing the question in the light of the recommendations 
made by the U. P. Local Bodies Grants-in-aid Com¬ 
mittee and the Local Finance Inquiry Committee which 
had been set-up by the Government of India. 

Answer 193 (a) (iv) and (v) and (b) (iu). 

Except in the case of the local rate imposed by Dis¬ 
trict Boards, all other taxes are collected by the Boards 
themselves. The only other exception is terminal tax in 
certain Municipalities where it is collected by the Rail¬ 
way Administration. 

There is no provision in law requiring a particular 
standard of collection being maintained, nor has any 
such direction been issued by executive order. 

Answer 193 (e). 

The State Government had no information to give 
in reply to this part of the question. 

Question No, 194 

Is the devolution defective in that there are concur¬ 
rent and overlapping powers exercisable by the State 
Government and the local body ? Please give instances 
and explain the disadvantages involved in actual prac¬ 
tice. 

The devolution of the powers of taxation in this State 
does not seem to suffer from the defect referred to in 
this question. 

Question No. 195 

(a) Is there , in your opinion , defective co-ordination 
fiscal , administrative or other between particular local 
taxes and allied State or Central taxes ? Please give ins¬ 
tances and point out the nature and order of the detri¬ 
mental effect, if any , on the public or on trade, indus¬ 
try, etc . What remedies would you suggest ? 

(b) Does the lack of co-ordination , if any particular 
instance , result in unnecessary duplication of staff or 
other forms of wasteful administration ? Does it lead to 
needless harassment of the tax-payer by different 
tax-agencies ? What remedies would you suggest ? 
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The type of defective co-ordination mentioned in the 
question does not appear to exist in this State. 

Question No. 196 

Apart from defects traceable to the Constitution 
(Question 186) or to the legal and other arrangements 
for devolution in individual States (Questions 188 to 

194) or to inadequate co-ordination between the differ¬ 
ent tax-structures, Central, State and Local (Question 

195) , are there any other important types of defects in 
the framework of the system ? Please give instances. 
What remedies would you suggest? 

There is an overall need for more funds for all classes 
of local bodies, as their existing resources are not suffi¬ 
cient. The Local Bodies Grants-in-aid Committee ap¬ 
pointed by this Government has made some recommen¬ 
dations in this behalf which are at present under exa¬ 
mination. A copy of the report of this Committee is 
attached herewith for the information of the Commis¬ 
sion. 

An important defect in the existing framework is the 
overlapping in the sphere of taxation of District Boards 
and Gaon Panchayats both of which operate in the 
same area and the problem is being examined by a high 
level committee set-up by the State Government. 

Question No. 197 

Have you any comments to make on the propor¬ 
tion borne by the tax-revenue of different categories of 
local bodies to— 

(i) non-tax revenue other than grants-in-aid, and 

(ii) grants-in-aid ? 

According to the latest available figures of actual in¬ 
come which are for 1951-52 the income under the heads 
‘tax revenue’ ‘non-tax revenue other than Grant-in-aid’* 
and ‘Grants-in-aid’ for different classes of local bodies 
has been distributed as follows: 


(Rupees in lakhs) 


Source of income 

Munici¬ 

pal 

Boards 

District 

Boards 

Notified 

Areas 

Town 

Areas 

Gaon 

pan¬ 

chayats 

Taxation 

430-6 

*53-7 

4*73 

17*3 

38-4 

Government Grants 

106-5 

336'3 

•72 

3*7 

16*0 

Other sources 

176-17 

136-7 

6* 14 

12 ■ 2 

21'6 


shape of Grants-in-aid. The question of augmenting the 
financial resources of District Boards is being examined 
by high level committee in the light of the recommenda¬ 
tions made by the U. P. Local Bodies Grants-in-aid Com¬ 
mittee and the Local Finance Inquiry Committee of the 
Government of India. 

Question No, 198 

Do you consider that local bodies fail to make full 
use of the tax resources available to them ? Would you 
agree that they should use their powers of taxation 
fully before receiving further grants-in-aid as a means 
of addmg to their resources ? 

It is generally true that local bodies fail to make full 
use of the tax resources available to them. They operate 
in a strictly localized area, and their close contact with 
the tax-payer, who is also an elector, usually stands in 
the way of the evolution and persuit of sound tax poli¬ 
cies with the result that, in the case of Municipalities, 
Government have had to take to themselves the power 
of compelling a Board to levy or alter a tax, while, in 
the case of District Boards, they had to prescribe the 
actual rates at which local rate was compulsorily be 
levied by each Board. 

Grant-in-aid can certainly be used as a lever to in¬ 
duce the local bodies to make a fuller use of their tax 
powers, The U. P. Local Bodies Grants-in-aid Com¬ 
mittee, whose recommendations are, at present, under 
the consideration of the State Government, has also 
suggested that the grants-in-aid should be equivalent 
to a certain percentage of the expenditure involved in 
the service, such a percentage being fixed on a needs- 
and-means test, and that it should be paid only where 
the local body is willing to meet its own share. 

Question No. 199 

If it was necessary to equip local bodies with addi¬ 
tional resources beyond their powers of taxation, which 
of the following alternatives would you prefer and 
why — 

(i) transfer of additional powers of taxation; 

(ii) assignment of a proportion of a tax or taxes 
collected by the State Government , within the 
area of a local body , (a) with the local bodg 
exercising no responsibility in respect of the 
tax or taxes, (b) with the local body exercis¬ 
ing responsibility of different degree s, e.g. for 
assessment , collection etc.) in respect of the tax 
or taxes. 

(iii) grants-in-aid , 

Please elaborate your answer with reference to the 
particular taxes you have in view in regard to alterna¬ 
tives (i) and (ii). 


As will be seen from the above figures, the Notified 
and Town Areas rely, to a large extent, on their own re¬ 
sources and but little on Government assistance. The 
remaining three classes of local bodies, however, and 
particularly the District Boards, depend on Government 
assistance to a much greater extent. The following table 
shows the proportion borne by the ‘tax revenue’ of vari¬ 
ous categories of local bodies to ‘non-tax revenue other 
than grants-in-aid, and to ‘grants-in-aid’ as indicated by 
the actuals for 1951-52: 


Class of' local body 


Proportion of tax 
revenue to 


Non-tax Grants- 
revenue in-aid 
other 
than 
Grants- 
in-aid 


Municipal Boards 
District Boards 
Notified Areas 
Town Areas . 
Gaon Panchayats 


per cent 

In per cent 

244*5 

396-5 

112*4 

45-7 

77 *o 

656-9 

141*6 

467-5 

177*7 

240*0 


It will be seen that in the case of District Boards, ‘tax- 
revenue’ is an item of comparatively minor importance 
and that the economy of these bodies is dominated by 
the sums received by them from Government in the 


The U. P. Local Bodies Grants-in-aid Committee has 
recommended all the alternatives referred to in this 
question, namely, (1) transfer of additional powers of 
taxation, (2) assignment of a proportion of a tax or 
taxes collected by the State Government within the 
areas of local bodies and (3) grants-in-aid, to augment 
the financial resources of local bodies. Its specific sug¬ 
gestions in regard to additional powers of taxation and 
the assignment of a proportion of taxes collected by the 
State Government, are indicated below: 

Additional Tax Powers 

Municipal Boards and Notified Areas 

(1) General property tax and various service taxes on 
vacant lands, as in Madras. 

(2) Betterment tax (in areas where an Improvement 
Trust does not exist) equal to one-half of the difference 
between the market value of the land prior to improve¬ 
ment and that on the date on which the improvement 
scheme is completed. 

(3) Where this power is not vested in any local body 
(e.,g.> the Improvement Trust) a 2 per cent, surcharge 
on stamp duty in respect of transfer of immovable pro¬ 
perty. 

(4) Education cess by way of surcharge on house tax. 
Rate—2 per cent, on annual value. 

(5) Building fees—for granting permission to cons¬ 
truct buildings and for the scrutiny and approval of 
their plans. 

(6) Tax on passengers travelling by road transport in 
the form of a surcharge on bus tickets. Rate—1 pie per 
mile. 

(7) 25 per cent, surcharge on Entertainment tax to be 
collected by the State Government and handed over. 
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District Boards 

( 1 ) 2 per cent, surcharge on stamp duty in respect of 
transfer of property. Receipts to be pooled together and 
then distributed to Boards on the basis of population. 

( 2 ) Surcharge on agricultural rent at 4 annas per 
rupee on bhumidhars and 2 annas per rupee on others—- 
to be levied by Government and distributed among Dis- 
trict Boards, Town Areas and Gaon Panchayats. 

(3) Licence fees on various kinds of vehicles (e.g. f 
bullock-carts, thela, ekka , cycle etc.) kept or used in 
rural areas. 

Town Area Committees 

(1) A tax on shops.—Rate Rs. 4 per shops per an¬ 
num, 

(2) A tax on cess pools—Rate^Rs. 6 per cess pool per 
annum. 

(3) Licence fees (some of them out of those suggested 
for Gaon Panchayats). 

Gaon Panchayats 

General power for the issue of various regulatory 
licences, other than those mentioned against District 
Boards, for which fees may be charged. 

Assigned revenue 

Allocation to the District Boards of a sum equivalent 
to one-fdurth of the total net income accruing td Gov- 
ernment frpm their forests in the districts of Almora, 
Garhwal, ,Naini Tal and Dehra Dun, the distribution 
being on the basis of population. 

The recommendations of the Committee are still 
binder examination 

Question No. 200 

Since (a) lands under non-agricultural use, (b) build¬ 
ings, and (c) income from both these are subject to 
taxation by: 

(1) the Union—(section 9 of the Income-tax Act), 

(2) the States^(non-agricultural assessment and , 
in seme States, urban immovable property tax), 
and 

(3) Local Bodies . 

It is sometimes contended that there is multiple taxa¬ 
tion of the same source of income and that , in any case, 
there is need for correlating these different taxes into a 
more rational system , Do you agree with this view ? 
If so, what scheme would you suggest for the pur¬ 
pose? Would you adopt a uniform basis of valuation for 
all the taxes concerned , Central , State and Local ? 
What basis would you adopt : the capital value of the 
property or its annual rental value ? 

No tax is levied by this State Government on build¬ 
ings and non-agricultural lands. There is, however, a 
certain amount of overlapping between the Income Tax 
of the Central Government and the Municipal Tax on 
lands and buildings. The evils of this overlapping can 
be remedied, to a certain extent, by excluding from 
the taxable income, for purposes of income tax, the 
sums paid as Municipal tax on lands and buildings, 

A uniform basis of valuation in respect of all the 
taxes imposed on lands and buildings whether by the 
Central Government or by the State Government or by 
a Municipal Board is eminently desirable. It is also 
worth consideration whether the assessment of property 
carried out by one agency should not be accepted by 
every other authority. If the Central or the State Gov¬ 
ernment were to provide the assessing agency, and that 
assessment was accepted for the purposes of local taxa¬ 
tion also, one of the main defects in municipal assess¬ 
ments—which arises out of the lack of independence on 
the part of the assessing agency—would be removed. 

In the case of municipalities in this State, the normal 
basis of valuation is^the annual rental value of the pro¬ 
perty. Capital valuation is resorted to only in cases 
where rental valuation is not practicable, e.g,, in the 
case of schools, railway stations, hospitals, factories and 
similar other buildings. There is, however, something 
to be said for both systems and the State Government 
are considering the question in the light of the recom¬ 
mendations of the U. P. Local Bodies Grants-in-aid Com¬ 
mittee and the Local Finance Enquiry Committee. 

Question No. 201 

If the question of valuation was confined to the levy 
of urban immovable property tax by States and general 
property tax by local bodies, what basis would you 


adopt: capital value or annual rental value ? Do you 
agree with the recommendations of the Local Finance 
Enquiry Committee that “there should be no change 
from the t veil-tried basis of rent to the more or less un¬ 
certain basis of capital value”, but that where “muni¬ 
cipalities are actually adopting capital value as the basis 
and there is no complaint, that basis may continue ”? 

As stated above, the relative merits of Rental and 
Capital valuation are being considered by Government 
in the light of the recommendation made by the U. P. 
Local Bodies Grants-in-aid Committee and the Local 
Finance Enquiry Committee. 

Question No. 202 

As regards the urban immovable property tax, the 
Local Financial Enquiry Committee says in effect that, 
even though property tax generally should be left to be 
exploited by local bodies * it would be both expedient 
and suitable for the Government (i) to levy an urban 
immovable property tax when a municipality fails to 
leVy d ptbpefty idx in Spite Of a statutory obligation to 
do so or (ii) to continue to levy the tax when a munici¬ 
pality refuses to increase its property tax to the extent 
the State Gol)efnnte?tt is prepared to reduce its urban 
immovable property tax. Do you agree with this view? 
Have you dny other Comments to make on the urban 
immovable property tax? If you consider it suitable 
form of taxation for the States What modifications » if 
any, would you suggest in regard to exemptions , fat## 
of levy, mode of assessment arid procedure for collec¬ 
tion ? 

Urban immovable property tax is not levied by Gov¬ 
ernment in this State. The fecOmmOndatioris made by 
the U. P, Local Bodies Grants-in-aid Committee and the 
Local Finance Enquiry Committee are also still under 
Government’s consideration. This question is, therefore, 
being left un-answered. 

Question No, 203 

What principles would you recommend for adoption 
in regard to the general property tax ? Would you 
exempt rental values below a particular level ? How 
would you deal with the properties of owner-occupiers 
or of charitable or enductional trusts or of co-operative 
housing societies ? What remissions, if any, tooitld you 
give for vacancies ? So far as new buildings are con- 
cemed, would you recommend exemption for the first 
few years after construction, with a view to encourag¬ 
ing house-building ? 

At present there is no uniformity of practice in this 
State in the administration of the tax on lands and 
buildings in regard either to the exemption limits, or in 
regard to the rate of tax. Thus the exemption limit 
varies from nil to Rs. 180, and the tax rate from 1 9/10 
per cent, to 15 per cent, on the annual rental value. The 
U. P, Local Bodies Grants-in-aid Committee has sugges¬ 
ted the exemption limits of Rs. 48, Rs. 36 Rs. 24 and 
Rs. 12 respectively for I, II, III and IV class municipa¬ 
lities and a minimum rate of 10 per cent, for residen¬ 
tial buildings and 15 per cent., for factories and other 
commercial buildings. The Local Finance Enquiry Com¬ 
mittee are, however, not in favour of any exemptions at 
all. As Government are still considering the recommen¬ 
dations of these Committees, it is not possible to give 
any definite opinion on the point under consideration at 
this stage. 

Properties of Owner-occupiers 

The question about the manner in which owner-occu¬ 
piers of property should be dealt with in the matter 
of taxation is also under Government’s consideration in 
the light of the recommendations of the Local Finance 
Enquiry Committee and the U. P. Local Bodies Grants- 
in-aid Committee. The two Committees have expressed 
divergent views on this subject; the Central Committee 
is for flexibility in the method of valuation of proper¬ 
ties of different categories, while the U. P. Committee 
has expressed itself against any concession to owner- 
occupiers. 

The existing position in this State is that a 25 per cent, 
concession in the calculation of annual value is permis¬ 
sible in respect of owners occupied buildings. This con¬ 
cession was introduced only in 1949 and was meant par¬ 
ticularly to give some relief to the members of the sala¬ 
ried classes who usually built a house in the closing 
years of their service for settling down therein after 
retirement. Such persons may have difficulty in meet¬ 
ing the full tax burden after retirement and some re¬ 
lief for them appeared to be indicated, but a general 
concession of this value also benfits those neither need 
nor deserve any relief. 

The question whether the concession should be conti¬ 
nued is under Government’s consideration. 
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Properties of Charitable or Educational trusts or 
of Co-operative Housing Societies 

The State Government are considering the recommen¬ 
dation made by the Local Finance Enquiry Committee 
on this subject which is to the effect that exemptions, in 
cases where these are approved by the State Govern¬ 
ment, should be replaced by an equivalent grant-in-aid 
to be made by Government. A point which is relevant 
in this connection is whether the acceptance of this re¬ 
commendation will not make for greater complexity 
in the nature of grants-in-aid and will not swell their 
number disproportionately. 

Vacancy remissions 

Proportionate vacancy remissions are allowed in this 
State where a building remains vacant and unproduc¬ 
tive of rent for 90 consecutive days and such remissions 
appear, on the whole, to be justified. 


^ocal Bodies Grants-in-aid Committee and 
the Government of India’s Local Finance Enquiry Com¬ 
mittee have both suggested an independent machinery 
a ® sess ^ ien ‘t of the property tax on the ground 
that the Board s own officers or members are not able to 
act independently. The matter is under examination 
u* f^ e . re appears to be much in the recommendation 
which is understandable. If, as suggested elsewhere, 
the Income Tax authorities take upon themselves the 
work of assessment of properties, and make their assess¬ 
ment available to local bodies, the problem will have 
been solved to a large extent. In the alternative, the 
possibility of setting up a State machinery for assess** 
ment will have to be examined. 


a separate assessment agency for Town Areas and 
Cxaon Panchayats will be uneconomic and these bodies 
W1 ;Perhaps, have to be allowed to continue carrying 
out their assessments themselves. B 


Exemption of new constructions for a few years 

This suggestion has been made in the Report of the 
Local Finance Enquiry Committee, and is based on the 
plea that the tax tends to make capital shy of invest¬ 
ment in new buildings. Like some other questions con-* 
nected with local taxation, this question is also under 
the consideration of Government. A definite opinion 
Cannot, therefore, be expressed at this stage but it is a 
matter for consideration whether the existence of a 
house tax does actually have the effect of impending 
building actively. In any case it is not free from doubt 
if a temporary exemption from house tax, allowed for 
the first few years on a newly erected building, will 
really induce people to invest much larger sums on 
buildings. 

Question No. 204 


As for collection, the responsibility will perhaps have 
to remain with the local bodies themselves. The en¬ 
tire matter is, however, being examined by the State 
Government and it is not possible at this stage to ex¬ 
press a final opinion on the subject. 

Question No. 207 

In so far as certain taxes usually known as “Service 
f axes e.g.-—Water, lighting, drainage, and conservancy 
taxes are levied along with , and on the same basis as, 
the general property tax by certain local bodies , what 
suggestions if any , would you make in regard to the 
rates of levy , collection , etc., of these taxes ? Have you 
any comments to make regarding property and service 
taxes vis-a-vis port trust properties, railway properties, 
other properties of the Cenral Government and proper¬ 
ties of State Governments ? 


Should property tax be progressive ? If so, how and 
to what extent ? 

The U. P. Local Bodies Grants-in-aid Committee and 
the Local Finance Enquiry Com. have made certain re¬ 
commendation touching this question also and the matter 
is under Government’s consideration. Although Gov¬ 
ernment have not yet formulated their views finally, it 
appears that the ease for a progressive scale of rates 
has much to commend it. The actual rates cannot be 
suggested at this stage but it may be of some use to 
quote the schedule of rates applicable in the Municipa¬ 
lity of Lucknow which has already introduced a progres¬ 
sive scale of rates of house tax: — 


Rental value 

Rate of tax 


(per cent.) 

Rupees 

60—600 per annum . . .. . 

• 4 7 / 3 » 

600—900 per annum ♦ . , » 

. 5 5/8 

900—1,800 per annum . 

. 11 1/4 

1,800 and above per annum , 

. 16 7/8 

(Rate of u 1/9 per cent, allowed where tax is paid 
within a stipulated time.) 


Question No. 205 

What categories of local bodies should be empowered 
to levy property tax? What should be the extent of the 
power in each case, and what conditions if any, should 
be attached to the exercise of the power ? 


Conflicting recommendations have been made by the 
Local Finance Enquiry Committee and the U P. Local 
whethpr ^ants-m-aid Committee on the question 
!f he i ta i xe ? S°^ m °nly known as ’service taxes’ 
should not be levied in such a manner as to meet the 
entire cost ot the service, and no more. In this State 
however, the cost of service principle has always 
observed in regard to these taxes. While the Local 
Finance Enquiry Committee may be correct in saying 
that servicess like water supply are so patently munici¬ 
pal amenities that their separate accounting would not 
be justified, it has to be appreciated that the efficient 
maintenance of these services has to be ensured; at the 
same time, a Service tax’ should not be allowed to 
become a source of profit. There is no implication in the 
acceptance of the cost of service principle that if the 
receipts from these taxes are not adequate to meet the 

ft* down; on the other 

hand, the implication is that if the proceeds of the tax 
are inadequate, the tax should be enhanced. If these 
services are to depend, for their maintenance, on the 
general pool of taxes there is a likelihood of their being 
starved of funds, and of thus being reduced to a state 
of comparative inefficiency. a siaxe 

Bodies Grant-in-aid Committee 
water tax:- following rates in respect of 


Class of Water Works 


B and C 


Minimum rate 


12 1/2 per cent. on 
annual value. 

10 per cent. on 
annual value. 


At present all classes of local bodies in Uttar Pra¬ 
desh are empowered to levy tax on buildings (but not 
on land) and the extent of the power, in each case, has 
been indicated in the answer to question no. 193 (b). As 
buildings do not have much rental value in the smaller 
towns, the tax is not likely to be of much avail to the 
smaller municipalities but it appears desirable to allow 
the Boards the freedom to decide for themselves 
whether they would, or would not, levy the tax. The 
tax appears to be suitable also for Notified Areas and 
Town Areas. As between District Boards and Gaon 
Panchayats (whose future tax powers are being examin¬ 
ed by this Government at present) it may be seen that 
the tax on buildings is more suitable for the Pancha¬ 
yats and the tax on trades, professions etc., for District 
Boards. 

Question No. 206 

Have you any suggestions to make in regard to the 
administrative machinery and procedure for the assess¬ 
ment and collection of the property tax in relation to the 
diffrent categories, of local bodies ? 


Regarding conservancy and scavenging taxes a general 
combined rate of 3 per cent, on annual value has been 

STSdSS of 5 U h ft C T ml % e but for buildings with- 
in a radius of 100 ft. from the nearest sewage line in 

percent 6 Th^rate^f 9 f hey h ? Ve su ^ ested a rate of 5 
per cent. The rates m force at present vary from Board 

i In s 9 me , places the assessment is based on the 
annual value of a house, at some other places it is based 
on the number of persons occupying the house and in 
the remaining places the tax is levied at a flat ratp ThA 
enforcement of uniform rates, as suggested by the f 
Bodies Grants-in-aid Committee, would be an improve¬ 
ment in so far as it will at least ensure a 2m 
standard of service everywhere. minimum 

In the matter of taxation of the oronerties of th. o 0 - 
ral and State Governments, the fonowtng recommenda' 
tions of the U. P. Local Bodies Grant-in-aid Committee 
are under the consideration of Government j 

(1) All properties of the State Government and the 
Union Government should ordinarily be liable to the 
payment of house tax and in particular, the properttef 
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of the commercial or quasi-commercial departments of 
the Union Government e.g. f Railways, Posts and Tele¬ 
graphs, etc., must be subject to local taxation. Parlia¬ 
ment should be moved to enact a law, as soon as possi¬ 
ble, under Article 285 of the Constitution authorising 
the levy of local taxes in respect of the property of the 
Union. 

(2) If the local authorities are not allowed to levy a 
tax on Central Government property, they should be 
given a recurring contribution by that Government in 
lieu thereof. 

Question No, 208 

Do you consider that the system of local fund cesses 
(viz., cesses on land revenue , collected by the revenue 
administration and handed over to local bodies) 
is satisfactory in its operation ? If not, u'hat 
alterations, if any , would you suggest ? Please 
deal with local boards and village panchayats separate¬ 
ly, and specify the individual State or States to which 
your reply relates. In particular : 

(i) Are minimum and/or maximum rates of levy 
laid down ? Are they , in your opinion s either 
too high or too low ? 

(ii) To what extent are the cesses ear-marked for 
different purposes e.g., road cess , education 
cess, etc.) ? Would you extend or curtail the 
system of ear-marking ? Should there be a 
general cess in addition to ear-marked cesses ? 
In what circumstances ? 

(Hi) To what extent do suspensions and remissions 
of land revenue affect the collection of the 
cesses ? Have you any suggestions to make in 
this connection ? 

(in) Please deal with any special problems connec¬ 
ted with local fund cesses in — 

(a) Part B and Part C States, 

(b) areas in which zamindaris are namely 
abolished . 

In this State Gaon Panchayats are not entitled to any 
share out of the local rate which goes entirely to the 
District Boards. The rates at which the tax is being 
levied at present have been indicated in reply to ques¬ 
tion no. 193 (a) (ii). 

Comments on the various points mentioned in clauses 
(i) to (iv) of this question are given below : — 

Clause (i) The present rates were statutorily fixed 
in 1948 at a level about 50 per cent, higher than the 
maximum rate which was prescribed before. The new 
rate worked out to 18£ per cent., on land revenue and 
was, apparently, neither too high nor too low. After the 
abolition of zamindari the tax which was payable on 
30th June, 1949, is deemed to be included in the revenue 
payable by the bhumidhars and sirdars but any subse¬ 
quent increase in the tax would be payable separately 
by such tenure holders. There can be no gainsaying the 
fact that the cultivators are now much better off than 
before World War II and although prices of agricultural 
commodities have gone up several fold, agricultural 
rents have continued to remain at the level at which 
they were fixed at a time of very low prices. The culti¬ 
vator, should therefore, be in a position to meet an 
enhancement in this tax. At the same time it has to be 
kept in mind that costs of cultivation have also increas¬ 
ed. Whether any further enhancement should be made 
in the local rate at this juncture is a question which 
will need careful consideration. 

Clause (ii) All income from Local Rate in this State 
is merged in the general revenue of the Boards and is 
not ear-marked for any special objects. As the income 
from local rates (together with the Government grants) 
constitutes the mainstay of District Boards, any ear¬ 
marking of its proceeds for specific objects would be 
undesirable. 

Clause (iii) After the abolition of zamindari the local 
rate payable on 30th June, 1949 is deemed to be included 
in the land revenue payable by bhumidhars and sirdars. 
Any remission of land revenue would, thus, automati¬ 
cally entail a remission of the local rate which is inclu¬ 
ded in land revenue. Since, however, the District 
Boards receive a compensatory grant-in-aid from Gov¬ 
ernment in lieu of the income from local rate, their 
income would not be affected by any remission of land 
revenue. 


Clause (iv) (a) does not Concern this Government. 

(b) Section 249 of the U. P. Zamindari Abolition and 
Land Reforms Act, 1951, which pertains to the realiza¬ 
tion of local rate after the vesting of the estates in 
Government, reads as follows : — 

“ Section 249. (1) Where cesses or local rates are 
assessed and are payable in any area in respect 
of any estate on th e date immediately preced¬ 
ing the date of vesting, the land revenue paya¬ 
ble in accordance with the provisions of this 
Act by a bhumidar or a sirdar on the date of 
vesting shall except as provided in section 247- 
A be deemed to include the cesses and local 
rates to the extent, but no more, levied with 
respect to the land in his holding On the thir¬ 
tieth day of June, 1949. 

(2) Nothing in sub-section (1) shall be construed as 
entitling any local authority to impose on 
account of cesses and local rates the amount so 
included in the land revenue.” 

According to this provision the local rate and cesses 
which were payable on June 30, 1949 have been declared 
to be included in the present land revenue payable by 
the bhumidhars and sirdars and to that extent 
the District Boards are precluded from levying 
it, This is not exactly a guarantee to the District Boards 
for disbursement of the amount of local rate to them 
but Government have been paying equivalent grants-in- 
aid to them to make up for the loss of revenue. 

The above mentioned provision of the Zamindari 
Abolition Act does not place any restriction on the 
ability of District Boards to make any new levies, i.e., 
any levies in addition to those which were already in 
force on June, 30, 1949. Actually, the Boards were 
already levying the tax at a rate which was fixed by 
statute. There can, therefore, be no question of making 
any fresh levies unless the U. P. District Boards Act is 
amended. 

In respect of lands which have come under the plough 
after June 30, 1949, a direct levy of Local rate is not 
ruled out by Section 249 of the Zamindari Abolition and 
Land Reforms Act. Under section 4 of the U. P. Local 
Rates Act, 1914, a local rate is imposed on a ‘Landlord* 
and this term is defined in Section 2(5) of the same 
Act as ‘the person responsible for the payment of the 
land revenue,’ The responsibility for payment of local 
rate in the new structure would, thus devolve on the 
bhumidhars and sirdars, who, for the purposes of the 
U. P. Local Hates Act, will be construed to be ‘Land¬ 
lords’. The “Annual Value” on which Local rate is 
levied (c.f. Section 109, U. P. District Boards Act) 
would be double the amount payable by the bhumidhars 
and sirdars of the land in question as land revenue and 
the local rate will be assessed thereupon. 

Question No* 209 

Please state your views on the relative merits of 
octroi and terminal tax in one or more of the forms in 
which they prevail in different parts of the country , 
from the stand-point of — 

(i) the local body concerned : e.g., revenue derived 
and , in comparison with it, cost of collection * 
size and complexity of administration , scope for 
evasion , etc. ; 

(ii) the person toho pays the tax : certainty as to 
amount payable and convenience of collection ; 
and 

(Hi) the trade, the consumer etc., : incidence and 
effects of incidence , in so far as these can be 
broadly assessed. 

Are octroi and terminal tax mutually exclusive systems, 
or would it be permissible and desirable , in certain 
circumstances, to combine the two systems ? 

On an examination of the relative merits of (a) 
octroi (b) terminal tax and (c) any desirable form of 
combination of the two, which particular alternative 
would you recommend for general adoption by local 
bodies ? Do any constitutional or legal difficulties stand 
in the way of implementing your suggestions ? 

Relative Merits of Octroi and Terminal Tax 

(1) From the point of view of the local body.—The 
following table shows the relative position based on the 
actuals of 1949-50 : — 


Tax 


Number of Total income Refunds 
Boards levying 


Net income 


Percentage and 
Cost of cost of collec- 
collection tion to net 
income 




Rs. 

Rs. 

Rs. 

Rs. 


Terminal tax including Terminal Toll . 

20 

83.01,014 

Nil 

83,01,014 

9,66,804 

ii'6 

Octroi ...... 

47 

2,54,80,803 

i>i 9 > o8 > 9 i 5 

1 , 35 , 7 ', 888 

16,86,823 

12* I 


80—1 T. E, Com.(N. D.)55. 



%o 


Terminal Tax. —Normally, the cost of collection came 
to between 9-0 and 14-8 per cent, of the net income but 
in the following Boards the percentage was even higher: 


I. Khurja 






i6*3 

2. Budaun 


. 



* 

17*9 

3. Tilhar 

9 



9 


21*9 

4, Ghazipur 

• 

- 

• 

* 

- 

29*2 


Octroi. —(1) Normally the cost of collection ranged 
between 10*5% and 28-2% of the net income but in 
six cases it was below 10-5% while in one case it went 
as high as 32%. 

(2) The percentage of refunds in individual cases 
normally ranged from 15-1 to 54-5. In ten cases it was 
below 15-1 per cent., and in five above 54-5 per cent. 
The highest percentage of refund was 73, and the lowest 
0-5. 

The average net income per board from each of these 
two taxes works out as follows : 


Rs. 

Terminal Tax . . 4,15,050 

Octroi ...... 2,88,763 


These figures indicate that terminal tax can give a 
greater yield than octroi. There is not much difference 
in the cost of collection, but the complexity of adminis- 
tration in the case of octroi is far more pronounced. 
The two main features of the Octroi system which 
contribute to this complexity are (1) the valuation of 
goods and (2) the obligation to refund the tax on goods 
taken out. Besides being highly technical, the work of 
valuation frequently involves harassment of the public 
while refunds resulting additional work, and the chances 
for dishonest officials to make money at the cost of the 
local body and the trader abound at each stage. The 
system is cumbersome and particularly irksome for 
through traffic for which toll has to be paid at the en¬ 
trance gate and then a refund has to be obtained from 
the central office after getting the goods checked at the 
exit barrier. Even the transit pass system which is 
operative in respect of through goods is not able sub¬ 
stantially to mitigate the trouble inasmuch as the obli¬ 
gation for getting the goods checked twice—once at the 
entrance barrier and then again at the exit barrier—still 
remains, The U, P, Local Bodies Grants-in-aid Com¬ 
mittee have recommended a system of transit fee 
whereunder the Boards will only charge a nominal fee 
and allow the through goods to pass under cover of a 
pass. That would eliminate the procedure of refunds, 
but even so, there would be no escape from the two 
checkings—at the entrance and at the exit. 

in the case of terminal tax, however, there is no ques¬ 
tion of refunds and so far as rail borne goods are con¬ 
cerned there is no difficulty in regard to through goods 
traffic either. The tax is charged, in this case, 
on the basis of railway receipts—which eliminates 
chances of evasion, and makes both assessment and 
collection easy. (The process of weighment has, no 
doubt to be gone through in the case of terminal toll— 
a countervailing tax on road borne goods—but the 
absence of the obligation for refunds avoids a major 
evil present in the system of octroi), 

(ii) From the stand-point of the person who pays the 
tax ,—On this criterion also termnial tax is obviously 
the better of the two taxes. Since it is realised on the 
basis of railway receipts the requirement of ‘certainty 1 
is fully satisfied. In the case of octroi, however, there is 
a considerable amount of uncertainty as much depends 
on the valuation of the goods. The processes of weigh¬ 
ment and valuation, as also of obtaining refunds in 
the case of through traffic, are irksome and cause a 
certain amount of inconvenience to the tax-payer, and 
there can hardly be any doubt about the tax which the 
tax-payer will choose out of these two, if the choice 
were left to him. 

(iii) From the stand point of trade , consumer, etc .— 
Due to the system of refunds and the greater chances 
for evasion the rate of Octroi has of necessity, to be kept 
comparatively high and this affects the trade and the 
consumer adversely. The rates of terminal tax on the 
other hand, are comparatively low and the trade and 
the consumer are not affected to the same extent as in 
the case of octroi. Inasmuch as the subject matter 
of both octroi and terminal tax is the same viz., goods 
in transit, they may be regarded as being mutually ex¬ 
clusive. If, however, a terminal tax alone is levied (on 
rail borne goods) an unfair advantage will be gained 
by goods sent by road and to prevent this differentiation 
it would be necessary to levy a countervailing tax on 
goods transported by road. Such a countervailing tax 


could most appropriately, be levied in the shape of a 
terminal toll (entry 56 of list II of the Seventh Schedule 
of the Constitution) and this combination of terminal 
tax (on goods transported by rail) and terminal toll 
(on goods transported by road) would be almost an 
ideal arrangement in so far as both taxes would be 
levied on the same basis viz., weight Of consignment, 
and all the evils to which an octroi system is subject 
would be avoided. A combination of octroi and terminal 
tax would, however, be undesirable as the basis of 
assessment of the two taxes is fundamentally different. 
The assessment in the case of octroi being based on 
the weight as well as the value of the goods whereas 
the assessment of terminal tax is not based directly on 
the value of a consignment. 

The constitutional difficulties in the way of levying a 
terminal tax have been mentioned earlier in reply to 
other questions and need not be repeated here. Those 
difficulties make it impossible for a local body to intro¬ 
duce an effective combination of terminal tax and 
terminal toll. In fact it was largely on account of those 
difficulties that the Uttar Pradesh Local Bodies Grant- 
in-aid Committee was forced to recommend a general 
adoption of octroi by all municipal boards after elimi¬ 
nating the system of refunds. 

Question No. 210 

Does your examination lead to the conclusion that 
both octroi and terminal taxes are unsuitable as forms 
of local taxation and should, therefore, be abolished ? 
If so, what substitutes would you recommend ? Do you 
consider the suggestion that local bodies should be 
allowed to levy surcharges on sales tax feasible and 
desirable ? 

Apart from the Constitutional difficulty to which a 
references has been made earlier, there is no reason to 
consider Terminal Tax to be in any way unsuitable as 
an item of local taxation. Octroi on the other hand, 
suffers from many defects which detract from its value 
as a source of revenue for local bodies but if the consti¬ 
tutional position in respect of terminal tax is not modi¬ 
fied, the local bodies will have to depend on octroi as 
one of their principal sources of revenue. As indicated 
earlier, on the recommendation of the Local Bodies 
Grant-in-aid Committee, Government are examining the 
question of making octroi non-refundable. If this recom¬ 
mendation of the Committee can be put into effect, it 
will eliminate one of the defects from which the present 
octroi system suffers. 

The suggestion that local bodies should be allowed 
to levy a surcharge on Sales tax does not appear to be 
feasible or desirable. Sales Tax constitutes an important 
item of State revenue and it is one of the few taxes on 
the State List which has any degree of elasticity attach¬ 
ing to It. As, however, the extent upto which Sales tax 
can be pushed up for providing more revenue is obvious¬ 
ly not unlimited, any surcharge imposed by local bodies 
will detract from the elasticity of the tax and will, to 
that extent, make it less useful to the State Govern¬ 
ments as an item of taxation. The State Governments 
are in urgent need of increasing their financial resources 
to meet the growing expenditure on the Five-Year 
Plan and any step which may limit their capacity for 
raising more revenue from whatever sources have been 
left to them would not be desirable. 

Question No. 211 

If your suggestions involve certain modifications in the 
prevailing forms of octroi or terminal tax, what are the 
changes you would recommend ? 

Question No. 212 

What rates of levy, exemptions, procedure for collec¬ 
tion and for refunds and arrangements if any for “bond¬ 
ing” would you suggest ? 

Answers to Question Nos . 211 and 212.—As already 
indicated, this Government are considering the recom¬ 
mendation of the Local Bodies Grants-in-aid Committee 
regarding the imposition of a non-refundable octroi. The 
Committee had thought that all that was necessary for 
removing the obligation relating to refunds was to make 
the entry in respect of octroi, occurring in Section 128 
of the U. P. Municipalities Act, to read : — 

“ an octroi on goods or animals brought within the 
municipality for consumption, use or sale there¬ 
in ”, 

instead of 

“ and octroi on goods or animals brought within the 
municipality for consumption or use therein ” 

as it stood previously. This amendment has since been 
made but it does not appear that this, by itself, will 
achieve the object of doing away with the obligation 
for refunds. Legal opinion has now veered round to the 
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view that a n 6 n-refundable octroi is possible and feasi¬ 
ble only if a method could be evolved whereby a 
distinction could be made at the time of entry of the 
goods whether or not they were intended for consump¬ 
tion, use or sale. It is, therefore, being considered 
whether it would be possible, by making a suitable pro¬ 
vision in the rules, to attach a degree of finality to 
the declaration made by the person bringing the goods 
and to fix the liability to the tax on the basis of that 
declaration, disregarding any future developments (like 
subsequent export) that may take place. 

In respect of goods declared to be in transit and 
intended to be detained only temporarily within the 
Municipality, it is being considered whether provision 
can be made for the detention of the goods in a bonded 
warehouse, on payment of rent. Similarly in respect of 
goods in transit which may be meant for immediate 
export, it is under examination whether the system of 
levying a small fee and escorting the goods out of the 
municipal limits would be possible. 

The only other purpose for which goods not meant 
for consumption, use, or sale may be kept at a place 
would be for storage. The provisions to be made for 
dealing with goods which are declared to be meant for 
storage ; and for preventing malpractices in respect of 
such goods, are also being considered by Government. 

No change in the existing Schedule of rates, or in the 
list of exempted articles, etc., is contemplated at present. 

Question No. 213 

Should the basis of assessment for octroi be ad 
valorem or by weight, etc . ? How would you provide 
against procedural delays and difficulties ? 

There can be no doubt that the assessment of goods 
for octroi on an ad valorem basis leads to harassment 
of the taxpayer and opens a wide avenue for corruption 
defects. These defects would be eliminated if assessment 
for octroi was made on weight alone. The fact, however, 
remains that an ad valorem tax would, in principle, 
be more equitable and at the same time a tax levied 
on that basis automatically keeps pace with the price 
structure while in the case of a tax levied by weight 
only, changes would have to be made in the tax schedule 
from time to time take large fluctuations in prices in 
account. On the whole, therefore, an ad valorem tax has 
many advantages and should be preferred to a tax levi¬ 
ed on the basis of weight only. With a view to elimina¬ 
ting some of the ‘procedural delays and difficulties’ atta¬ 
ching to the existing system of octroi, Government are 
considering the possibility of removing the obligation 
for refunds, and substituting the existing transit pass 
system for goods in transit by a system of escorting the 
goods out of the town on payment of a small fee. 

Question No. 214 

Would an extension of the nationalisation of motor 
transport make it possible to adopt a simpler and more 
effective system of terminal taxes on goods transported 
by road? 

An extension of the nationalization of motor transport 
would certainly make for simplification in the system 
of levying terminal tax on goods transported by road. 
The advantage, however, would be limited by the fact 
that goods are carried into towns by other means of 
transport also e.g.,, by bullock-carts, pack animals, and 
behngis , and as head loads. 

Question No. 215 

Have you any suggestions to make in regard to the 
better correlation of octroi or terminal tax with allied 
forms of State and Central taxatio7i such as sales tax, 
excises and customs ? 

In this State some concessions have already been 
allowed in the system of terminal taxes and octroi in 
respect of certain articles which are subject to customs 
or excises and articles such as salt, opium, mineral oil, 
excisable liquor manufactured in India and drugs liable 
to excise duty, “matches so long as they are subject to 
excise duty,” mahua, gur, and shira used for manufac¬ 
ture of country liquor in distilleries, gold, silver, machin¬ 
ery etc., are exempt from terminal tax and octroi. A 
more comprehensive system of correlating terminal tax 
and octroi with customs and excises levied by the 
Central and State Governments should not be beyond 
the range of possibility. The matter will, however, "need 
close examination before the proposal is put into 
practice. A similar correlation of terminal tax and octroi 
with Sales Tax does not, however, appear to be feasible 
as Sales Tax covers a wide variety of goods and only a 
few articles are exempted from this tax. 


Question No. 216 

Taxation on goods carried by roads is only one of the 
items covered by entry no. 56 of the State List , viz., 
“taxes on goods and passengers carried by road or on 
inland waterwaysHave you any comments or sugges¬ 
tions to make in regard to the utilisation of this entry 
for purposes of local and/or State taxation ? 

Entry no. 56 of the State List can be utilised for taxes 
on ( 1 ) goods, and ( 2 ) passengers carried by (i) road or 
(ii) inland waterways. The taxation of goods carried by 
rpad is already in force in this State in 19 Municipalities 
either independently or as a countervailing tax in con¬ 
nection with Terminal Tax. The volume of passenger 
and goods traffic by inland waterways in Uttar Pradesh 
is small and, consequently the only other source which 
can be further exploited with some advantage is passen¬ 
ger traffic by road. The U. P. Local Bodies Grants-in- 
aid Committee has already recommended the imposition 
of such a Tax at a rate of 1 pie per mile for the benefit 
of Municipal and District Boards. They have suggested 
that the tax should, like terminal tax on passengers 
travelling by rail, be levied as a surcharge on bus fares 
and should be collected by the transport agency in the 
case of the Government Roadways and in other cases 
it should be collected by the Board’s own staff at fixed 
barriers. The proceeds, it has been proposed should be 
pooled and distributed between the District and Muni¬ 
cipal Boards on a population basis. The proposed system 
of collection in respect of routes on which private ope¬ 
rators are still functioning is, however, not entirely 
satisfactory and in particular there is considerable likeli¬ 
hood of leakage of revenue. 

Question No, 217 

Should the t( pilgrim tax ” levied by certain local bodies 
be more widely adopted ? Do you consider that a suit¬ 
able form of taxation on the floating population in the 
bigger cities can be devised ? 

“Pilgrim Tax”, which is in fact a Terminal Tax on 
passengers carried by rail, is levied in this State by 9 
Municipalities but the power to levy such a tax now 
vests in the Government of India alone. The floating 
population of a town, and in particular to pilgrim traffic 
in places of religious importance, does impose a certain 
amount of extra burden on the local body concerned 
and a wider use of “Pilgrim Tax” would, therefore, 
appear to be justified. 

The Local Finance Enquiry Committee have suggested 
the imposition of a tax on such floating population in 
the shape of a surcharge on hotel bills. While the 
recommendation is still under examination with Govern¬ 
ment, it is obvious that people in this country are not 
appreciably hotel-minded yet and a large proportion of 
them put up with their relations or friends, or at 
dharamshalas, when they have to stay out. The proposed 
system would, thus, leave out a very large portion of 
the floating population and it would appear that per¬ 
haps the method of levying a tax on such copulation 
through a surcharge on passenger fares would"be better, 

Question No. 218 

What are your views regarding the desirability and 
feasibility of a “poll tax ” as a form of local and/or 
State taxation ? 

A Toll Tax’ falls heavily on the poor and thus violates 
one of the most elementary canons of taxation. As the 
Indian Taxation Commission have very rightly observed 
in their Report “Poll taxes belong to a primitive stage 
of civilization and they are open to the obvious objec¬ 
tion that they are regressive in character”. 

Question No. 219 

(a) Have you any suggestions , not already covered by 
your previous answers (e.g., on motor vehicles taxa¬ 
tion), to make regarding the levy of taxes on vehicles , 
animals and boats for purposes of local and/or State 
taxation ? 

(b) Do you consider tolls a suitable form of local and/ 
or State taxation ? In what circumstances ? 

(a) No comments. 

(b) Tolls on roads and ferries are levied in 48 muni¬ 
cipalities in this State. This form of taxation has been 
found suitable for the smaller municipalities where a 
complex tax on imports ( e.g octroi) may not produce 
much more by way of revenue but may yet impose a 
number of additional administrative liabilities. 

Question No. 220 

The Local Finance Enquiry Committee recommends 
that the limit of R$. 250 placed on profession tax by the 
Constitution should be raised to Rs. 1,000. Do you agree ? 
Would you recommend tfoe wider adoption of profession 
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tax by local bodies and/or State Governments ? Which 
categories of local bodies may suitably levy it, and with 
what safe-guards ? Should the levy be compulsory in 
certain cases, and if so at what minimum level ? What 
modifications , if any, would you suggest in the prevail¬ 
ing forms of levy of this tax ? What steps would you 
take for its better correlation with income-tax, from the 
point of view of incidence or for purposes of administra¬ 
tion , etc. ? 

The recommendation of the Local Finance Enquiry 
Committee regarding raising of the limit of professions 
tax from Rs. 250 to 1,000 is under the consideration of 
this Government, Although a categorical view on this 
question cannot be expressed at this stage, it may be 
mentioned that the proposal if accepted, would provide 
a welcome relief to the local bodies concerned. 

In the field of direct taxes the profession tax must 
continue to have an important place along with the 
house tax. In fact, the professions tax is perhaps the 
only tax, in the sphere of local taxation, which can 
maintain a correlationship between the incidence of the 
tax and the ability of the assessee to pay. The need for 
a wider adoption of this tax by local bodies is, therefore, 
apparent. 

As Municipalities and District Boards have separate 
territorial jurisdictions, they can both impose a profes¬ 
sion tax in their respective areas without fear of over¬ 
lapping. However, where the tax is levied by a District 
Board on the basis of residence in the rural area, the 
tax is payable on the ‘world income’ of the assessee and 
not only on the income derived by him within the juris* 
diction of the District Board. Such a provision may 
cause double taxation of the same income and a safe¬ 
guard will, therefore, have to be imposed to the effect 
that any portion of income not derived within the juris¬ 
diction of the local body concerned will be liable to 
taxation by it only if it is not subjected to a similar tax 
by any other local body. 

The Town Areas and Notified Areas have been deem¬ 
ed to be included in the rural area for purposes of the 
U. F. District Boards Act. Consequently, a simultaneous 
levy of the tax by these bodies along with the District 
Boards would also amount to double taxation of the 
same income by two local bodies. To avoid such a 
result, the practice followed in this State is that the 
Town Areas and Notified Areas make a direct levy of 
this tax or of its substitute—the circumstances and pro¬ 
perty tax, and pay a lump contribution to the District 
Board in lieu thereof. 

The newly created Gaon Panchayats also function 
now in the same as the District Boards, and both 
have cencurrenf powers in regard to the imposition of 
a professions tax. Government are considering how best 
this overlapping of powers can be eliminated but there 
appear to be only two alternatives viz : 

(i) the profession tax and the property tax may 
be allocated, one each, between District Boards 
and Gaon Panchayats ; or 

(ii) either the District Board should levy both the 
taxes, or one tax may be levied by one body 
and the other by the other, but in either case 
the total proceeds from the two taxes may be 
pooled and shared between the District Board 
and the Gaon Panchayats. Under such an 
arrangement, however, it appears that the 
imposition of the taxes throughout the area of 
a District Board, and at a uniform rate, may 
have to be made compulsory. 

A certain amount of correlation of the professions 
tax with income-tax is ensured by the existence of a 
restriction on the maximum amount which can be 
realizable from any single person by way of professions 
tax. A further measure of correlation between the two 
taxes may not be easy to secure. 


Question No. 221 

Certain local bodiesjStates levy a theatre tax" (on 
each performance e.g., each cinema show) under entry 
no. 33 of the State List . This is in addition to the enter¬ 
tainment duty levied by the State Government under 
entry no. 62 of the State List. What are your views on 
the suitability of this tax for more general adoption ? 

The suitability of “Theater Tax” has not been exa¬ 
mined so far by the State Government. 

Question No, 222 

Have you any suggestions to make regarding the levy 
of betterment taxes by different categories of local 
bodies (e,g., by municipality in connection with town 
improvements) ? 

The levy of betterment taxes by the bigger Munici¬ 
palities has been recommended by the U. P. Local 
Bodies Grants-in-aid Committee. They have suggested 
that the tax should be equal to 1/2 of the ^difference 
between the market value of the land on the date on 
which the improvement scheme is sanctioned and its 
market value on the date on which the scheme is com¬ 
pleted. The recommendation is still under the considera¬ 
tion of Government. 

Question No. 223 

Have you any comments or suggestions to make on 
any items of local taxation not covered by the foregoing 
questions ? 

Question No. 224 

Have you any general suggestions to make regarding 
the fuller utilisation of their tax resources by different 
categories of local bodies ? 

Question No, 225 

Have you any general suggestions to make regarding 
assessment and collection of taxes by different categories 
of local bodies with a view to making the administra¬ 
tion in this respect more efficient and more economical ? 

Question No, 226 

What problems, if any, not covered by the foregoing 
questions , are special to Part B States ? Please state how 
you would deal with them. 

Question No. 227 

Have you any comments , not already covered by your 
answers> to make on the recommendations of the Local 
Finance Enquiry Committee in so far as they are rele¬ 
vant to local taxation ? 

No comments 

Question No. 228 

Should provision be made for manual labour being con¬ 
tributed (a) as an additional tax or (b) in payment or 
part-payment of an existing tax, to one or more cate¬ 
gories of local bodies or to State Governments, in 
furtherance of specific local development or , generally , 
of the development programme of the country ? What, 
in your view, are the possibilities and implications of 
the suggestion ? 

The question of allowing the Gaon Panchayats to 
impose a levy in the shape of manual labour is under 
consideration with the State Government, The over¬ 
whelming need for development and the relative inade¬ 
quacy of funds are the two factors in favour of this 
proposal. While, however, the levy may have some justi¬ 
fication in the case of the Gaon Panchayats which work 
in a strictly localized area, the same may not be the 
case with a local body exercising jurisdiction over a 
more extensive area or where a substantial proportion 
of the population is not accustomed to manual labour. 



MEMORANDUM III 

General Note on Land Revenue 


Section I —Factual Background 

L Before the second World War. land revenue consti¬ 
tuted one of the most important sources of State revenues 
in Uttar Pradesh. As recently as 1938-39, collections from 
land revenue amounted to Rs. 5,98 lakhs in a total 
revenue of Rs. 12,80 lakhs, thus accounting for just a 
little less than half of the total revenues of the State. 
During the period of the War, however, while the income 
from land revenue remained more or less static, the yield 
from other taxes increased, so that in the year immediate¬ 
ly following the termination of hostilities land revenue 
contributed about one-fifth only of the total revenues of 
the State. In the succeeding years also, up to 1951-52, the 
yield from land revenue went up very little while the 
income from other sources registered a substantial in¬ 
crease, as would be clear from the figures given below. 


Period 

Total Total Total 

receipts receipts revenue 

year from from in lakhs 

land all taxes of rupees 

revenue in lakhs of 
in lakhs of rupees 
rupees 

Before World War II 

1937-38 

6,03 

9>74 

12,34 

Ditto 

1938-39 

5>9 8 

10,20 

12 3 8 o 

During World War II 

1939-40 

6,05 

10,52 

*3j52 

Ditto 

1940-41 

6,42 

11,41 

14.65 

■Ditto 

1941-42 

8,34 

11,63 

16,50 

Ditto 

1942-43 

6,80 

12,70 

20,46 

Ditto 

1943-44 

8,96 

15^1 

24,26 

Ditto 

I944“45 

6,65 

16,44 

27.47 

Ditto 

1945-46 

8,79 

J 7 >i 7 

29.95 

A^ter World War II . 

1946-47 

7>I2 

18,22 

32,65 

Ditto * 

1947-48 

7,12 

19,78 

38,76 

Ditto 

1948-49 

6,99 

24,06 

49.20 

Ditto 

1949-5° 

6,90 

27,72 

56,27 

Ditto 

t95°“5i 

7.96 

28,16 

5',89 

Ditto 


7,84 

28,88 

55,5 6 

Ditto • 

1952-53 

11,94 

* 

64,83 

Ditto 

1953-54 

19,3° 

* 

73,54 


(Revised estimate) 


♦Figures not available. 


The reason why the income from land revenue remain¬ 
ed more or less static up to the year 1951-52, is that 
in most parts of the State, the land revenue was liable 
to revision only at intervals of 40 years, while at least 
in one Revenue Division the land revenue had been 
permanently fixed and was not liable to any revision 
at all. The last cycle of settlement operations in this 
State had been started in 1929 but soon thereafter the 
country was overtaken by a severe economic depression 
on account of which the settlement operations had to 
be put off till such time as conditions stabilised, them¬ 
selves. Settlement operations were started again in 1936 
but because of the economic depression then prevailing 
it was provided that rent and revenue were to be fixed 
on the basis of the level of prices prevailing in 1901-05. 
The War started only three years after settlement opera¬ 
tions were resumed in 1936 and the operations had to 
be given up by 1944, The result has been that, in the 
major portion of the State, land revenue continued to 
be comparatively low till the year 1952. On July 1st 
of that year however, the system of Zamindari was 
abolished in most parts of this State and from that date 
the zamindari estates have vested in Government. As a 
result of the abolition of the intermediaries, the rents 


which the tenants had previously been paying to the 
zamindars have become payable to the State as land 
revenue (except in the case of tenants who had acquired 
bhumidhari rights by depositing a sum equal to ten 
times of their annual rent and whose rent, in conse¬ 
quence, has been reduced to half). Receipts of land 
revenue consequently went up from Rs. 7,84 lakhs in 
1951-52 to Rs, 11,94 lakhs in 1952-53, The revised esti¬ 
mate of land revenue receipts for 1953-54 has been fixed 
at Rs. 19,31 lakhs; and the budget estimate for 1954-55 
is Rs. 19,50 lakhs. 


2-A. Statistics showing the break up of land revenue 
on land used for agricultural and non-agricultural pur^ 
poses are not readily available but in this State no 
differenciation has been made in the past in the manner 
of assessing land revenue on land used for either pur¬ 
pose, nor is any such differenciation contemplated in the 
U, P. Zamindari Abolition and Land Reforms Act, How¬ 
ever, before the coming into effect of that Act, a part 
of the State, covered by the Banaras Division, was 
under permanent settlement while the rest of the State 
constituted what could be called the semi-permanently 
settled areas. Even in the latter, there were certain 
areas of alluvial land in which settlements had to be 
carried out on quinquennial basis. On the basis of types 
of tenure, the agricultural land in Uttar Pradesh may 
be divided into the bhumidhari lands, covering an area 
of about 175 lakh acres, and sirdari lands covering 
about 257 lakh acres. But here again it is difficult to 
give separate figures of the land revenue derived from 
land under these two types of tenures. 


2-B. In this State settlement operations were never 
conducted all over the State at the same time and it is. 
therefore, difficult to analyse the variations of assess¬ 
ment in relation to the periods when the settlements 
took place. Broadly, however, it may be stated that 
before 1901 land revenue in the non-permanently settled 
areas was assessed at between 45 to 50 per cent, of the 
net assets while in the period between 1901 and 1929 
the assessment was made at between 40 to 45 per cent, 
of the net assets and thereafter at between 30 and 40 
per cent, of the net assets. 


After the abolition of zamindari, the necessary pro¬ 
visions in regard to assessments have been incorporated 
in sections 245—248 of the U. P. Zamindari Abolition 
and Land Reforms Act, 1950. Under these provisions, 
in the case of land under the personal cultivation of an 
ex-intermediary, the land revenue will be equal to the 
land revenue and local rates leviable on such land 
immediately preceding the date of vesting. In the case 
of a sirdar who has acquired bhumidhari rights, the 
land revenue is to be equal to half of his previous rent. 
A sirdar who has not acquired bhumidhari rights, and 
a fixed rate tenant, will be liable to pay land revenue 
equal to the rent which was previously payable by them. 
A fresh settlement is not to take place within 40 years 
of the vesting of zamindari estates in Government and 
the interval between succeeding settlement operations 
has also been fixed at 40 years. Provision has, however, 
been made for earlier settlements in the case of pre¬ 
carious or alluvial areas. Further, if there is a sub¬ 
stantial fall in the prices of agricultural produce and 
the depression in prices is likely to continue for some 
length of time, a revision of settlement can be ordered 
by Government even before the period of 40 years is 
over. 


3. The pride of place among the numerous measures 
of land reform undertaken in Uttar Pradesh naturally 
goes to the piece of legislation which put an end to 
landlordism in this State and introduced a new era of 
freedom and security for the cultivators. The first step 
to bring about this transformation of the pattern of life 
in the villages, peacefully and without causing any 
unnecessary hardship to any section of the people was 
taken in 1946 when a resolution accepting the principle 
of zamindari abolition was passed in the U. P. Legis¬ 
lative Assembly. That resolution contemplated the 
appointment of a committee to examine in detail matters 
concerning elimination of intermediaries and the intro¬ 
duction of land reforms. The Committee submitted its 
report in August. 1948 and the U. P. Zamindari Aboli¬ 
tion and Land Reforms Bill was drafted largely on the 
basis of the recommendations made by this Committee. 
The Bill was introduced in the Legislative Assembly on 
July 7, 1949, and was finally passed by the State Legis¬ 
lature on January 16, 1951. Its implementation was, 
however, delayed on account of the litigation started by 
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the zemindars for the preservation of their feudal rights 
and privileges in support of which they sought to invoke 
the Fundamental Rights guaranteed by the Constitution. 
On May 5, 1952 , however, the Supreme Court gave its 
verdict in favour of the State Government and zamin¬ 
dari, in the bulk of the State, was promptly abolished 
with effect from July 1, 1952. 

This Act completely eliminated the intermediaries who 
had till then stood between the State and the actual 
tillers of the soil. The ex-intermediaries have, however, 
been allowed to retain their ownership over their houses, 
trees in the abadi and wells, and provision has also been 
made for giving them equitable compensation in respect 
of the rights and interests taken away from them. 

The multiplicity of tenures existing in Uttar Pradesh 
have now been replaced by four types of tenures only. 
viz, Bhumidhari , Sirdari s Asami and Adhivasi. The 
Bhumidhar is a peasant-proprietor having permanent, 
heritable, and transferable rights in his holding. He 
enjoys the right to use his land for any purposes what¬ 
soever and he is not liable to ejectment. The Sirdar, also, 
has a permanent heritable interest in his holding but 
can use his holding for purposes of agriculture, hortL 
culture, and animal husbandry only. A Sirdar, however, 
has the option to acquire Bhumidhari rights in his hold¬ 
ing at any time by paying a sum equal to ten times 
his annual revenue whereupon his rent would also be 
reduced to half. Asami rights are heritable but are 
generally not permanent. Provision has, however, been 
made in the Act to give to the Asami as much security 
as could be allowed to him, consistent with the nature 
of his tenure. The Adhivasi tenure is a transitional form 
of land tenure which will eventually cease to exist. 
Every Adhivasi has been given the right to hold his land 
for five years from the date of vesting and thereafter 
he may on payment of fifteen times the rent, acquire 
the rights of a Bhumidhar . On the acquisition of Bhumi¬ 
dhari rights by an Adhivasi the rights of the landholder 
will be extinguished but the latter will be entitled to 
get equitable compensation. 

In the scheme of land reforms in Uttar Pradesh the 
system of individual farming has been retained. There 
are, however, a large number of uneconomic holdings 
which present a difficult problem and provision has, 
therefore, been made in the Act for encouraging the 
formation of co-operative farms in regard to such hold¬ 
ings. 

The management of publicity owned land has, for the 
first time, been brought into conformity with democra¬ 
tic principles and the work is being entrusted to the 
Land Management Committees which have recently been 
constituted as sub-committees of the Gaon Panehayats. 
There are about 85,000 Land Management Committees 
in the State, each committee having been formed in 
respect of a single village, or a group of villages (within 
a Panchayat) having more or less identical interests. 
Many of these committees have already started func¬ 
tioning and their duties include the letting out of land, 
the management and disposal of uncultivated land and 
forests, preservation and disposal of scattered trees, and 
the management of hats, bazars , melas, ponds, fisheries, 
etc. 

4. The U. P. Land Revenue Act. 1901, as amended 
by the Zamindari Abolition and Land Reforms Act, 
continues to be in force and its provisions, together with 
the provisions contained in section 245 to 248 of the 
Zammdari Abolition and Land Reforms Act and Rules 
194 to 200 of the Rules framed thereunder, comprise 
what might be called the Land Revenue Code of the 
State. The main features of the revenue law of this 
State now are as follows : 

(i) All land held by bhumidhars and sirdars is 
liable to payment of land revenue. 

(ii) The land revenue is assessable on a village as a 
whole. 

(iii) All b humidhars and sirdars are jointly and 
severally responsible for payment of land 
revenue assessed on the village. The joint 
responsibility is, however, to be enforced only 
in those areas which may be specified by Gov¬ 
ernment for this purpose. 

(iv> The land revenue payable in the case of land 
which was in the personal cultivation of an 
intermediary is to be equal to the land revenue 
paid by him in respect of that land prior to the 
abolition of zamindari. In the case of sirdars 
. who have acquired bhumidhari rights, the land 
revenue is to be equal to one-half of their 
previous rents while in the case of other sirdars 
the land revenue is equal to the rent which they 
were paying prior to the abolition of zamindari. 

(v) No variation in land revenue is to be made for 
40 years after the vesting of the zamindari 
estates in Government. The interval between 
the succeeding settlements will also, generally, 
be 40 years. 


(vi) The assessment of land revenue will be based 
on the estimated average surplus produce of 
each holding after deducting the expenses of 
cultivation. 

(vii) The percentage of revenue to the surplus pro¬ 
duce is to be fixed by a resolution of the State 
Legislature and would be according to a gradu¬ 
ated scale, being largest on holdings with the 
highest surplus produce and smallest on those 
with the lowest surplus produce. 

(viii) The land revenue is, generally, not liable to be 
enhanced or abated during the currency of a 
settlement but a settlement can be prematurely 
revised on account of a decline in the prices of 
agricultural produce. 

(ix) The arrears of land revenue are liable to be 
recovered by— 

(a) writ of demand or citation to appear, 

(b) arrest and detention of the defaulter, 

(c) attachment and sale of movable property, 
including produce, and 

(d) attachment and sale of the holding or other 
immoveable property of the defaulter. 

(x) The following records and registers are to be 
maintained— 

(a) a list of villages, 

(b) a map and field book of each village. 

(c) a record of rights for each village and the 
annual registers showing amendments 
therein ; and 

(d) a register of persons cultivating or other¬ 
wise occupying land. 

5. The principles underlying the system of settlement 
of land revenue have already been indicated in para¬ 
graphs 2-B, 3 and 4 above. 

6 . In view of the abolition of zamindari the question 
of taking up surveys, settlements and re-settlements 
does not arise at present. As has already been stated 
earlier in this note, the first settlement is due to take 
place after a period of 40 years has elapsed from the 
date of vesting, and the interval between the successive 
settlements thereafter will again be 40 years, except 
in the case of precarious and alluvial areas. A revision 
of settlement can, however, be taken up even within 
that period if there is a substantial decline in the 
price of agricultural produce and the depression is likely 
to continue for sometime. When a settlement does take 
place, the Settlement Officer would have to take into 
account the estimated average produce which is left 
to the cultivator after deducting the ordinary expenses 
of cultivation, and the revenue will be fixed at a certain 
percentage of the surplus produce in accordance with 
the decision of the State Legislature in that regard. 

7. The Zamindari Abolition and Land Reforms Act 
provides for the payment of compensation generally on 
the basis of eight times the net assets of the estates 
which have been acquired. It has been decided to pay 
this compensation in the form of negotiable and trans¬ 
ferable bonds bearing interest at the rate of 
2 J per cent, per annum and redeemable, with 
principal, in 40 equated, annual instalments. The lowest 
denomination of the bonds will be Rs. 50, and any 
amount which cannot be covered by the lowest denomi¬ 
nation of bonds will be paid in cash. 

Provision has also been made in section 29 of the 
Zamindari Abolition and Land Reforms Act for the 
payment of interim compensation for so long as the 
full compensation has not been actually determined. 
The interim compensation is being paid fasl-wise in cash 
in proportion to the land revenue for the fasl. In respect 
of the permanently settled estates, interim compensation 
is being paid at the rate of 1£ times the land revenue 
for each fasl, while for the other estates the rate of 
interim compensation is equal to the land revenue for 
each fasl; but these payments are subject to the limita¬ 
tion that the total amount paid by way of interim com¬ 
pensation is not to exceed £rd of the total estimated 
compensation payable to the intermediary and the pay¬ 
ments are to be adjusted against the final compensation. 

In order to rehabilitate the smaller zamindars who 
would otherwise not be entitled to any substantia] 
sums by way of compensation, provision has also been 
made for the payment of a rehabilitation grant, on a 
graduated scale, to all intermediaries who had been 
paying land revenue up to Rs. 10,000 per annum. The 
scale has been so graduated that zamindars who had 
been paying smaller land revenue would be entitled 
to rehabilitation grants at a greater multiple of 
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their net assets while those who had been paying 
more land revenue would be entitled to rehabilitation 
grants at a smaller multiple of their net assets, The 
table of multiples is as follows: — 


As against this increase in the receipts of about 
Rs. 12 crores, the extra liabilities which have to be 
borne by the State Exchequer as reflected in the 1954-55 
budget are as follows : 


SI. Land revenue assessed or deemed to be assessed 
No, on all the estates of the intermediary in the areas Multiple 
to which this Act applies 

j. Up to Rs* 25 . ... 20 

2, Exceeding Rs. 25 but not Rs. 50 . . . 17 

3, Exceeding Rs. 50 but not Rs. 100 . . . 14 

4, Exceeding Rs. 100 but not Rs. 250 ... 11 

5, Exceeding Rs. 250 but not Rs. 500 . , . 8 

6, Exceeding Rs. 500 but not R$, 2,000 * 5 

7* Exceeding Rs. 2,000 but not Rs. 3,500 . . 3 

8. Exceeding Rs. 3,500 but not Rs. 5,000 • 2 

9. Exceeding Rs. 5,000 but not Rs. 10.000 - 1 


(Rupees 

^ in crores) 

I* Estimated amount of equated instalments of 
principal and interest on Compensation and 
Rehabilitation Grant Bonds and miscellaneous 
debt charges. ...... 4*46 

2. Payment of annuities to waqfs, trusts and endow¬ 

ments. ... - , , * , *47 

3. Payment to District Boards for cesses and Local 

Rates. . . . * . . . < 1*36 

4. Cost of collection of land revenue . . . 1*00 


5, Cost of assessment of compensation and Superin¬ 

tendence and Control. „ , . . '70 

6, Loss in Agricultural Income Tax , , . ♦ ■ 85 


Total . 8'84 


The rehabilitation grant is payable on or from the 
date on which the compensation payable to the inter¬ 
mediary in respect of all his estates is determined and 
the mode of payment is the same as in the cases of 
compensation. 

In the case of waqfs, trusts and endowments for 
charitable and religious purposes the rehabilitation 
grant is to be given in the form of cash annuities equal 
to the net income derived by such institutions from their 
zamindari property, less 2 1/2 per cent, interest on the 
amount of compensation admissible to them. Thus, such 
religious and charitable institutions will, in addition to 
getting compensation like any other intermediary, also 
be entitled to a recurring annual cash payment which 
will help them in carrying on their activities as before. 

The following gives, in brief, the financial position as 
regards compensation, interim compensation, and 
annuities up to 28th February, 1954 : — 


Compensation (1) Bonds issued . . Nil. 

(2) Cash paid ♦ * Nil. 

Interim compensation paid . . , Rs. 3*48 crores. 

Annuities paid ..... Rs. 17 lakhs. 

Rehabilitation Grant paid up to 30th Sep’ 

tember, 1953. Nil. 


To facilitate the payment of compensation to the ex¬ 
intermediaries, zamindari abolition fund has been 
created in this State by an initial transfer of Rs. 100 
lakhs from the general revenues of the State. All pay¬ 
ments made towards the acquisition of bhumidhcM 
rights have also been credited to this fund, the amount 
of such collections up to June 30, 1953 being 

Rs. 33,61,00,000. 

Government have also decided to provide facilities 
for setting off zamindari abolition compensation against 
equivalent part of the annual land revenue payable 
by a bhumidhar if he agrees to forego the issue of a 
bond in his favour. According to this scheme, if a bond 
of the face value of Rs, 100 (which will be redeemed in 
equated annual instalments of Rs. 4 each over a period 
of 40 years) is foregone or surrendered, the land revenue 
payable by the ex-intermediary will be reduced by 
Rs, 4 per annum for a period of 40 years. Again inter¬ 
mediary who has become a sirdar can acquire bhumi - 
ihari rights by foregoing the bond to which he is en¬ 
titled. In lieu of a bond of Rs, 100 a sirdar can receive 
bhumidhari rights in a holding with an annual land 
revenue of Rs, 8. The land revenue of such a holding 
will be reduced to half on the sirdar acquiring bhumi- 
dhari rights. Thus a sirdar will not only secure a reduc¬ 
tion in land revenue of Rs. 4 by surrendering or forego¬ 
ing a bond of the value of Rs. 100 but will also acquire 
valuable bhumidari rights in his land in the bargain. 


Prior to the abolition of zamindari the land revenue 
receipts of the State amounted to about Rs, 7*1 crores, 
It is estimated that the land revenue payable now, after 
she abolition of zamindari, will amount to about 
Es. 19 crores. It would thus appear that the extra in¬ 
come to the State from land revenue as a consequence 
of the abolition of Zamindari will be about Rs. 12 crores 
per annum. 


When the issue of the bonds is complete the amount 
needed for payment of equated instalments of principal 
and interest on the bonds is likely to be of the order of 
Rs. 5 1/2 crores. It would, thus appear that the net 
increase in the receipts will, for a long time to come, 
be of the order of only Rs. 2 crores a year; and even 
this money will be largely needed for financing pay¬ 
ment of interim compensations and cash compensations 
to the ex-intermediaries. After forty years, when all 
instalments on the Compensation and Rehabilitation 
grant bonds have been paid, the State finances may be 
expected to gain substantially as a result of the aboli¬ 
tion of zamindari; but fresh settlements would then 
become due; and it is, therefore, difficult to say with any 
degree of certainty whether the full benefit of the 
liquidation of these bonds would be reflected in the 
budgetary position of the State even at that time. 

8 . In order to remedy the inefficiency and waste in¬ 
volved in the cultivation of the existing uneconomic 
holdings a provision for the encouragement and rapid 
growth of co-operative farms has been made in the 
Zamindari Abolition and Land Reforms Act which 
envisages the formation of two types of co-operative 
farms— 

(a) of ordinary holdings, 

<b) of uneconmic holdings. 

Co-operative farms of ordinary holdings can be 
established by any ten or more members of a Gaon 
Samaj holding between them bhumidhari and sirdari 
rights in 30 acres or more of land in a village. On the 
other hand co-operative farms of unecomonic holdings 
in any circle can be brought into being by two-third 
of the total number of persons holding bhumidhari or 
sirdari rights in such holdings in the circle and having 
With them not less than two-third of the aggregate area 
comprised in all such holdings in the circle, after 
jointly making the necessary application to the Collec¬ 
tor, 

A co-operative farm may be given facilities and con¬ 
cessions from Government which may include— 

(a) reduction in land revenue; 

(b) reduction or exemption from agricultural 
income tax; 

(c) free technical advice from Government experts; 

(d) financial aid in the form of subsidy or loan 
from Government; 

( 0 ) use of land by Gaon Samaj; and 

(/) priority in irrigation works. 

When a co-operative farm is dissolved the original 
rights of the members in respect of their land shall be 
fully restored. 

For the purposes of management and settlement of 
land, every village of fifty or more inhabitants has been 
constituted into a corporate body with the name of 
Gaon Samaj. Villages which are uninhabited or of 
which the population is less than 50 souls have been 
combined with neighbouring villages with the result 
that as against about 1,11,000 villages in the State the 
number of Gaon Samajs is about 85,000. It is further 
proposed to include smaller villages with populations 
of up to 250 in bigger adjacent villages so that the 
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number of Gaon Samajs may be reduced to about 
65,000. For every Gaon Samaj a Land Management 
Committee has been constituted consisting of members 
of the Gaon Panchayat establishment under the U. P. 
Panehayat Kaj Act, 1947, from the circle of the Gaon 
Samaj concerned. In cases where the number of mem¬ 
bers is less than five, the Collectors have been given 
the power to nominate such members of the Gaon 
Sabha as would constitute a Committee of five mem¬ 
bers. The patwari (now designated as Lekhpal) has 
been made the Secretary of the Committee. The super¬ 
vision of these Committees has been entrusted to the 
revenue staff consisting of the Supervisor Kanungos, 
Naib-Tahsildars, Tahsildars, Sub-Divisional Officers and 
Collectors. Broadly speaking the functions of these 
Committees will relate to the management and settle¬ 
ment of the land and properties which have been vested 
in the Gaon Samajs as a result of the abolition of 
zamindari. Thus the village community through those 
Committees would be managing their own affairs in the 
best interests of the village as a whole. Rules have 
been framed for the guidance of these Committees and 
a manual has also been prepared so that these Com¬ 
mittees may not have any difficulty in understanding 
the implications of the new reforms. 

9. Under section 6 (b) of the Zamindari Abolition and 
Land Reforms Act all grant and assignments of 
revenue have been now terminated. The interests of 
waq/s, trusts and endowments for religious and charit¬ 
able purposes have, however, been adequately safe¬ 
guarded by providing for the payment of cash annuities 
equivalent to their former net income. In view of these 
annuities no rehabilitation grants will be payable. 

10 . On the occurrence of an agricultural calamity 
affecting the crops, remissions or suspensions of revenue 
can be sanctioned under sections 268 to 294 of the 
Zamindari Abolition and Land Reforms Act. The 
Collector is empowered to suspend land revenue for a 
period of three months at a time; but suspension for a 
longer period requires the sanction of Government. 
Remissions can be granted only by the Government. 
The scale in accordance with which the relief is to be 
given is laid down in Rule 293 of the Zamindari Aboli¬ 
tion and Land Reforms Rules. 

The figures of suspension and remission allowed dur¬ 
ing the last three years are as follows : 


(Rupees in lakhs) 




Year 

Amount 
of land 
revenue 
suspended 

Amount 
of land 
revenue 
remitted 

J95 1 ■ 



o*54 

n*3 

1952 . 



2-44 

ei-44 

1953 * 



°*i3 

8*94 


The amount suspended is collected in the succeeding 
year or fasl if not remitted meanwhile due to any other 
calamity. 


11. The only cesses that were being levied in the 
State before the abolition of Zamindari were those 
relating to Local Rate and Owner’s Rate, The Local 
Rate was realised from the intermediaries and was 
handed over in toto to the Local Bodies concerned 
without any deduction even in respect of collection 
charges. The incidence of Local Rate in the temporarily 
settled areas was 18 3/4 per cent, of the land revenue 
while in the permanently settled areas the Local Rate 
was levied at varying rates between 1 anna 6 pies and 
3 annas 9 pies per acre, the exact rate for each area 
being fixed at the time of each settlement. The Owner’s 
Rate was levied in cases where irrigation from State 
canals was made available to the estate of an inter¬ 
mediary in the period between two settlements; and the 
charge was supposed to represent the tax leviable on 
the land as a result of increased productivity. In subse¬ 
quent settlement the charge would be included in the 
land revenue itself. 

After the abolition of Zamindari the rent which the 
tenants were previously paying to the intermediaries 
has, in general, become payable to Government and the 
Local Rate, as such, is not being separately assessed 
or collected. Government have, however, decided to 
compensate the local bodies for the loss; and are paying 
recurring grants equivalent to the income which each 
local body was deriving from this source immediately 
before 30th June, 1949. The total amount payable by 
Government on this account comes to Rs, 136 lakhs per 
annum. 


12. The U. P. Zamindari Abolition and Land Reforms 
Act does not contemplate any differentiation in the 
systems for assessment of lands used for agricultural 
and non-agricultural purposes. Provision has, however 
been made in section 263 of the Act, read with rule 197 
of the Rules framed thereunder, for excluding from as¬ 
sessment land occupied by Khalyans , Grave yards, gro¬ 
ves, and buildings which do not constitute improve¬ 
ments, Prior to the coming into force of the Zamindari 
Abolition and Land Reforms Act, the following areas 
were excluded from assessment under the U. P. Land 
Revenue Act, 1901— 

(a) land occupied by buildings with their appurte¬ 
nances, 

(b) permanent threshing floors, 

(c) grazing grounds from which no rent was 
derived. 

(d) grave yards, cremation grounds, play-grounds, 
markets and village sites, 

(e) permanent roads and pathways, 

(/) such other lands as were not ordinarily used 
for cultivation and yielded no income, and 

(fif) old fallow i.e. land which in the year of record 
had been continuously out of cultivation for 
at least three years. 


13. The revenue administration of this State rests, at 
the village level, on the official who was formerly 
designated as the Patwari and is now known as the 
Lekhpal. He maintains the’ various prescribed village 
records showing the rights of the people in the land, 
and he also collects statistical information relating to 
the villages in his jurisdiction. His work is supervised 
by the Supervisor Kanungo, above whom are, in turn, 
the Naib-Tahsildar. the Tahsildar, the Sub-Divisional 
Officer and the Collector. Till about a couple of years 
ago the Collectors worked under the administrative 
control of the Divisional Commissioners and the Board 
of Revenue exercised superior control over the entire 
revenue machinery. This set-up has undergone a certain 
amount of change as a result of which the bulk of the 
functions of the Divisional Commissioners and of the 
Board of Revenue in connection with land revenue 
work have been transferred to the Land Reforms Com¬ 
missioner who is responsible for the implementation 
of the scheme of land reforms embodied in the Zamin¬ 
dari Abolition and Land Reforms Act. At the village 
level also, work relating to the management and 
development of land has been entrusted to the Land 
Management Committees consisting of the elected re¬ 
presentatives of the villages. The work of these land 
Management Committees is supervised by the superior 
revenue staff. A certain amount of financial assistance 
to the Land Management Committees is being provided 
by Government as the Committees have, at present, 
hardly any funds of their own. 


The revenue judiciary in this State consists of the 
Tahsildars who exercise powers of Assistant Collectors 
of the II class. Above them are the Sub-Divisional Offi¬ 
cers and other Deputy Collectors exercising powers of 
Assistant Collectors of the 1st class; and there are 
higher courts of Collectors, Commissioners, and the 
Board of Revenue, These courts decide all cases relating 
to agricultural land, whether the disputes are between 
an intermediary and a cultivator or between the. culti¬ 
vators themselves. A considerable change in this system 
is, however, likely to follow the complete implementa¬ 
tion of the Zamindari Abolition and Land Reforms Act 
under which most of the litigation relating to agricul¬ 
tural land will pass to the Civil Courts and only those 
cases in which immediate action for the correction of 
records or for the collection of land revenue is neces¬ 
sary will be left to be tried by the revenue judiciary. 

Before the abolition of Zamindari in the State, the 
rent from tenants was collected by the Zamindars who 
paid land revenue at the tahasils. In cases of default, 
the Tahsildar realised the land revenue with the help 
of his Naib-Tahsildars Kurk Amins and process servers. 
After the abolition of Zamindari, the land revenue has 
to be collected by Government directly from each in¬ 
dividual cultivator, and this is being done largely thro¬ 
ugh official agencies. The ultimate responsibility for the 
collection of land revenue in a district rests with the 
Collector, but in the districts in which the land revenue 
demand is heavy, a separate Collection Officer has been 
given to help the Collector in the discharge of his duty. 
The system has worked satisfactorily so far. As an 
experimental measure, the work of collecting land 
revenue has also been entrusted recently to about 200 
selected Land Management Committees in various 
districts. 



14. Before the abolition of Zamindari the assessees 
used to file their objections before the Settlement Offi¬ 
cer who submitted them to the Settlement Commis¬ 
sioner for decision and an appeal from the Settlement 
Commissioner's orders lay to the Board of Revenue. 
The procedure in regard to such appeals was governed 
by section 210 of U. P. Land Revenue Act. 


In the new set-up the provisions dealing with this 
subject are to be found in sections 265 and 266 of the 
Zamindari Abolition and Land Reforms Act. However, 
as has been stated earlier in this note, a settlement will 
not be due till a period of 40 years has elapsed since 


the vesting of Zamindari estates and during this period 
there will be no question of any fresh assessment or of 
filing any appeals against assessment orders. 

15. The arrears of land revenue, on the whole, have 
been merely nominal, and in any case the arrears of 
one season have invariably been collected in the subse¬ 
quent season or seasons. Under the new system also 
the arrears have hitherto been low, being only 1*5 
per cent, of the demand in Kharif 1360 Fasli and 2*5 
per cent, in Rabi 1360 Fasli. 

16. There appear to be no other points needing com¬ 
ments in this note. 
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Section II— Replies to Questions bearing on the Tax 

Question No, 143. 

For areas already under or likely hereafter to he 
brought under ryotwari or similar tenures, do you 
consider that land revenue policy should be based on 
sorrie form of periodical settlement ? 

If not, what alternative would you suggest ? How 
would you work it ? What would be its probable net 
effect on Government's revenues ? 

A sound land revenue policy should ensure a steady 
income from land for the exchequer, on the one hand, 
and should promote a sense of security among the culti¬ 
vators, on the other. In a period of 30 to 40 years the 
economic and cadastral changes will, generally, be suffi¬ 
cient to warrant a reassessment of land revenue. A 
number of improvements to land will have been effected 
in that period, either by the State or by individuals, 
and these will have to be taken into account by refixing 
the land revenue. A system of settlments at 30 to 40 
years intervals would also ensure, for the tenantry, a 
maintenance of the status quo for reasonably long 
periods. Accordingly, provision has been made in sec¬ 
tion 252 of the U. P. Zamindari Abolition and Land 
Reforms Act, read with section 257 thereof, for carry¬ 
ing out settlement operations at intervals* ordinarily, 
of 40 years. 


Question No. 144. 

If you are in favour of periodical settlements, what 
modifications , if any, would you make in the practices 
and principles tvhich have been followed hitherto , and 
why ? In your reply, please refer in particular to the 
following — 

(i) Period of guarantee—Should this be shorter 
than in the past ? Would you suggest longer 
periods in special circumstances , e.g., when 
ryotwari tenure is introduced for the first 
time ? 

(ii) Scope of guarantee—Should a fixed assesst 
ment be guaranteed for a specific piece of land 
(or for a proprietary body, as for instance , in 
the Punjab) ? Alternatively, should a basic rate 
be fixed and limits guaranteed within which it 
may vary ? What factors would you take into 
account in varying the rate , e.g,, area, nature 
of crop, yield, prices , etc, ? 

(iii) Basis of assessment—Hoio should the basic 
rate be fixed ? Would you introduce an element 
of progression ? 

(iv) Incentive to production—Would it be feasible 
so to regulate assessment as to provide an 
incentive for — 

(a) larger agricultural production ; 

(b) shifts in production, e.g., from cash crops 
to food crops or vice versa ; 

(c) capital improvements to land ? 

(u) Payment in kind-—Would it be possible to pro¬ 
vide for payment in kind either partially or in 
full ? Please discuss the advantages , difficulties, 
etc . 


( vi ) Uniformity between States—In the application 
of these principles what degree of uniformity 
between different States would be desirable 
and possible ? 

Before the abolition of zamindari the land revenue 
used to be paid by the zamindars and, except in the 
permanently settled area, this used to be about 35 
per cent, of the net assets for the State as a whole. The 
figure of net assets was worked out from the gross assets 
after making certain permissible deductions. The gross 
assets consisted of : 

(a) cash rents recoverable by zamindars, 

(b) rental value of Sir , Khudkasht, grain rented and 
unrented area, and 

(c) sayar income. 

From this a proportionate amount was deducted for 
the area not liable to assessment, and a further deduc¬ 
tion of between 1 per cent, to 6 per cent, of the cash 


rents was allowed for irrecoverable dues. A set-off was 
also allowed for improvements effected by the zamin¬ 
dars. The net assets thus worked out came to about 
10 per cent, to 15 per cent, less than the gross assets 
and the land revenue which, on an average, was 35 
per cent, of the net assets came to between 30 per cent, 
and 32 per cent, of the gross assets. Every settlement 
used to be preceded by the determination of rent-rates 
according to the classification of soil. The rent-rates for 
hereditary tenants ordinarily represented one-fifth of 
the average value of their produce. The rent-rates for 
occupancy tenants used to be 10 per cent, to 25 per cent, 
lower than for hereditary tenants, and the rate 
for ex-proprietary tenants used to be 12£ per 
cent, below occupancy rates. Under section 87 of 
the U. P. Land Revenue Act, the Settlement Officer used 
to bring the rents in line with these rates as far as 
possible, either on his own motion, or on the application 
of the land-holder, or the tenant. Thus the land reve¬ 
nue which used to be realised from zamindars was ul¬ 
timately based on the rent-rates laid down by the Set¬ 
tlement Officers for the various assessment circles. Each 
assessment circle consisted of villages which were, to¬ 
pographically and fiscally, more or less homogeneous ; 
and the rent-rates for the circle were fixed after taking 
into account factors like the rents actually paid by here¬ 
ditary tenants who had substantial holdings, the relation 
of the proposed rates to the value of the produce, and 
the expenses of cultivation. 


The U. P. Zamindari Abolition Committee recom¬ 
mended that land revenue should, in future, be based 
on estimates of average produce and the costs of culti¬ 
vation for various classes of soil and for holdings of 
different sizes. They recommended that land revenue 
assessment should be graduated, the rate being pro¬ 
gressively reduced on holdings below 10 acres and in¬ 
creased on holdings above that size. These recom¬ 
mendations of the Zamindari Abolition Committee were 
generally accepted by Government and have been in¬ 
corporated in section 264 of the U. P. Zamindari Aboli¬ 
tion and Land Reforms Act, The element of progres¬ 
sion according to the size of the holding which has been 
adopted under the Zamindari Abolition and Land Re¬ 
forms Act, will ensure a correlation of the rate of 
revenue with the taxable capacity of the cultivator, 
This result will, however, be achieved only when settle¬ 
ment operations have beeh undertaken under the new 
law. 


(i) Periad of guarantee. —It is necessary for the 
proper development of agriculture that the cultivator 
should enjoy a feeling of security in regard to his 
tenure and his rent or land revenue. For this purpose 
it is necessary to keep the periods between successive 
settlements at 40 years, or thereabouts. 


(ii) Scope of guarantee .—The guarantee of fixed, 
assessment should be given in relation to the holding 
of a cultivator; and, barring temporary relief in case of 
agricultural calamities, should be liable to reduction 
only on the ground of decrease in the area of the hold¬ 
ing or in its productivity owing to fluvial action or other 
natural causes. 


(iii) Basis of assessment. —At the time of assessment, 
the land revenue would broadly be fixed on the basis 
of the surplus produce of a holding and this, as indi¬ 
cated earlier, would take into account the nature of 
crops, yield, prices, etc. The area of the holding would 
also be taken into account, since as stated before, under 
the provisions of section 264 of the U. P. Zamindari 
Abolition and Land Reforms Act, the rate of rent will 
vary with the amount of surplus produce which, itself 
will generally vary directly as the area of the holding. 


Where the revenue is enhanced at a Settlement, it 
is desirable to introduce an element of progression so 
as to spread the increase over a number of years and 
thus avoid causing hardship to the cultivator. 


(iv) Incentive to production ,—It would be neither 
expedient nor administratively possible to so regulate 
assessment of land revenue as to provide an incentive 
for larger agricultural production or shifts in produc¬ 
tion. But an incentive for capital investment can be 
provided by allowing suitable deduction, not in the 
rates, but in the assessed value of surplus produce, for 
improvements made by, and at the cost of, the tenure 
holder. 


(v) Payment in kind .—Acceptance of land revenue in 
kind could be advantageous in days of food shortage 
and food control ; but a huge staff for appraisement of 
crops, and collection and storage of grain would be 
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necessary and the danger of dishonest appraisement, 
pilfering and loss due to improper storage will always 
be present. It has, therefore, been laid down in the 
Zamindari Abolition and Land Reforms Act that the 
land revenue shall be realised in cash and not in kind. 
Whenever the rent was so far being paid in kind, pro¬ 
vision has been made for its commutation into cash. 

(vi) Uniformity between States .—The principles of 
land revenue assessment cannot be uniform for all the 
States because of essential differences in topography, 
agricultural conditions, and the revenue and tenancy 
laws of the various States. In practice it is extremely 
doubtful if there would be any advantage in trying to 
secure uniformity in this matter. 

Question No. 145. 

In regard to a resettlement as distinguished from an 
original settlement , what additional principles, if any , 
would you suggest ? 

No additional principles need to be laid down for 
assessment of land revenue in a resettlement principles 
on the basis of which land revenue is assessed in the 
original settlement should also be applied in cases of 
alluvial settlements, short term settlements, summary 
settlements, occasional settlements, etc. 

Question No. 146. 

Where resettlement is overdue but cannot yet, for 
administrative or other reasons, be undertaken , what 
transitional steps would - you recommend in order to 
bring the old rates into conformity with changed condi - 
tions ? 

Would you levy a surcharge on the old rates , gradu¬ 
ated if need be with reference to such factors as crops 
grown, size of holding etc.? 

How would you provide against the possibility of such 
a surcharge accentuating the disparity already present 
as a result of settlments of different areas having been 
undertaken at different times ? 

If the existing disparity is itself of a significant 
degree, what steps would you take to reduce it? 

Question No. 147. 

Since a certain degree of disparity may be present — 

(i) between the pre-existing and the newly merged 
areas of a Part A State ; or 

(ii) between the different units which have gone to 
form a Part B State ; 

what steps, if any, would you take, pending a general 
resettlement of such areas t towards removal or reduc¬ 
tion of disparity ? 

Answers to Questions Nos. 146 and 147. 

Where re-settlement is ever-due but cannot be under¬ 
taken for administrative or other reasons and there has 
been a substantial decline in the price of agricultural 
produce which is likely to continue for sometime, the 
State Government may direct a revision of settlement 
in that area and may, for that purpose, appoint for that 
area an officer with the powers of a Settlement Officer, 
subject to such restrictions and conditions as it may 
think fit, but not so as to enable him to enhance the 
land revenue thereof. This is provided for under sec¬ 
tions 271 and 272 of the Zamindari Abolition and Land 
Reforms Act. 


In case of a marked increase in prices, the levy of a 
temporary surcharge on the old rates can be considered 
and the surcharge could be graduated with reference 
to prices only. It does not appear necessary to take into 
account such factors as crop grown, size of holding, 
etc., as these would already have been taken into 
account at the time of the previous settlement. 

When different areas are assessed at different times, 
there may be a disparity in the land revenue rates of 
the different areas. If the disparity is slight, it can be 
ignored ; but, if it is substantial perhaps accentuation 
of the disparity could be avoided to a certain extent 
by fixing different rates of surcharge for different areas, 
depending on the general level of assessment in each. 


There is undoubtedly a disparity between the level 
of land revenue payable at present by various tenure 
holders. However, in the context of the present high 
prices of agricultural produce, the revenue payable by 
no class of tenure holder can be said to be unduly high. 
Since Zamindari has been abolished only recently in 
this State, it will be undesirable to make increases in 
land revenue atleast for some years to come. 


Question No* 148. 

Where, ryotwari or similar tenures are introduced for 
the first time , on the abolition of zamindaris, but settle¬ 
ments cannot yet be undertaken, what interim steps 
would you take to regulate assessment ? 

In this connection , how would you deal with the 
following special problems : 

( i ) fixation of post-abolition assessment with 

reference to (a) pre-abolition rent and (b) com¬ 
pensation payable by the State and/or the 
occupant; 

(ii) paucity of sufficient detailed land records or of 
economic data, e.g., market rents; 

(Hi) lack of trained staff required for work in 
regard to (a) land records , (b) new surveys and 
(c) new settlements ? 

Would these problems be present in an aggravated 
form in permanently settled areas, such as West 
Bengal ? 

When zamindari was abolished in the State of Uttar 
Pradesh on July 1, 1952, the land revenue of bhumi- 
dhars, and sirdars was fixed on the basis of the land 
revenue or rent which they were paying immediately 
before the date of vesting, because no fresh settlement 
could be undertaken forthwith. In this State we have 
a comprehensive system of land records with an ef¬ 
ficient hierarchy of revenue officials to maintain and 
supervise those records. There was, therefore, no dif¬ 
ficulty in finding out the rent which a cultivator was 
paying to his landholder before the vesting of the esta¬ 
tes ; and the same amount was adopted as the land 
revenue of the cultivator for the period after the aboli¬ 
tion of zamindari. However,' as a number of zamindars 
had given leases of land at nominal rents, or at low 
rates of rent, in anticipation of the abolition of zamin¬ 
dari, it has been provided in the Zamindari Abolition 
and Land Reforms Act that a tenant who was admitted 
to a holding on or after the first day of July, 1948 shall 
have to pay the rent calculated at the rates applicable 
to hereditary tenants in that area when he becomes a 
sirdar on July 1, 1952. Where the rent of a cultivator 
used to vary in accordance with custom or contract, it 
has been provided that his land revenue as a sirdar 
would also vary in accordance with that custom or 
contract. 

Section 245 of the Zamindari Abolition and Lend 
Reforms Act lays down how the land revenue of a 
bhumidhar shall be fixed. The bhumidhars are of 
various kinds and for each kind a different method has 
been prescribed. Bhumidhars who, formerly, had trans¬ 
ferable tenancy rights will pay land revenue equal to 
the rent that they used to pay before the date of 
vesting, while those who have acquired bhumidhari 
rights by depositing ten times the rent will pay land 
revenue equal to half the amount of their former rent. 
The intermediaries who have become bhumidhars by 
operation of law have to pay land revenue which has 
been computed according to Rules 194 and 195 of the 
Zamindari Abolition and Land Reforms Rules, 

Question No, 149. 

Do you think that the principles of assessment of land 
revenue will require modification if co-operative farm¬ 
ing is more widely adopted ? If so, in what direction ? 

The principles of assessment of land revenue will not 
require modification even if co-operative farming is 
more widely adopted. In every co-operative farm each 
individual member has got his own share of ownership 
rights and the land revenue of the co-operative farm 
will be the sum total of the land revenue which the 
individual members had to pay. Section 316 of the 
Zamindari Abolition and Land Reforms Act empowers 
the Government to frame rules to give various facilities 
and concessions to co-operative farms. One of these is 
reduction of land revenue. Since this power is there, 
there is no necessity to alter any of the principles of 
assessment of land revenue in their application to the 
co-operative farms. 

Question No. 150. 

Have you any comments to make on policies in 
respect of — 

(i) alienation of land revenue in forms in which 
such alienation subsists and may continue to 
subsist (e.g. devasthan inams) f , 

(ii) concessions in land revenue, both ad hoc and 
regidated, e.g., on (a) sale of land belonging to 
or at the disposal of Government or (b) trans¬ 
fer of such land either on special tenure such 
as impartible or inalienable tenure or on ordi¬ 
nary tenure to special classes of lessees such 
as educational or charitable institutions and 
co-operative societies ; and 

(Hi) suspensions and remissions ? 
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(i) According to section 6 (b) of the Zamindari 
Abolition and Land Reforms Act all grants and assign¬ 
ments, etc., have been terminated. The interest of waqfs, 
trusts and endowments for religious and charitable pur¬ 
poses have been adequately safeguarded by providing 
that they shall receive annuities which will be more 
or less equal to the net income which they were receiv¬ 
ing from their zamindari. 

(ii) Under para, 212 of the Manual of Government 
Orders in the Revenue Department, read with section 
242 of the Zamindari Abolition Act, Government can 
remit land revenue on land transferred for charitable 
and public purposes. 

(iii) No comments. 

Question No. 151. 

Are there any suggestions which you would make in 
regard to the assessjnent of — 

(i) agricultural land in rural are a s, used for non- 
agricultural purposes ; 

(ii) land classed as agricultural hut now part of 
an urban area and used for non-agricultural 
purposes; and 

(iii) land classed as non-agr(cultural, whether in 
rural areas or in urban areas and used for non- 
agricultural purposes ? 

According to section 63-C of the U. P. Land Revenue 
Act, 1901 which regulated the assessment of land 
.revenue, land occupied by buildings, other than build¬ 
ings which were improvements as defined in the U, P. 
.Tenancy Act, was not assessed to land revenue. If such 
land was brought under cultivation subsequent to an 
assessment, the fact was taken into account only at the 
next settlement and, conversely, if any piece of agricul¬ 
tural land was converted into non-agricultural land 
after assessment, it continued to be liable to pay land 
revenue upto the next settlement. The same principle 
has been adopted on a wide scale in section 263 of the 
Zamindari Abolition and Land Reforms Act. Under that 
Act, the following classes of land will not be assessable 
to land revenue : — 

(a) land occupied by buildings which are not 
improvements, 

(b) khalians, 

(c) grave-yards and cremation grounds, and 

(d) such other land as may be prescribed. 

If a settlement is to remain in force for a fixed num¬ 
ber of years, any changes in the character of land dur¬ 
ing the inter-settlement period will have to be largely 
ignored, for land revenue purposes, until the next 
settlement becomes due. 

Question No, 153* 

Is the administrative system, in so far as it is con¬ 
cerned with the collection of land revenue, adequate ? 
Is there a tendency to enlarge the functions of the 
revenue staff, especially at the village level, So as to 
include “development*’ or “extension” duties ? If so, how 
far is such tendency likely to affect efficiency of revenue 
collection and administration ? 

Land revenue is now collected in this State by a 
staff of amins who are retained all the year round and 
who also collect other government dues like takavi, etc. 
Their work is supervised at the Tahsils by Collection 
Naib-Tahsildars. The ultimate responsibility for the 
collection of land revenue is that of the Collector, 
aided, as he is, by the Tahsildar and the Sub-Divisional 
Officer, but one Collection Officer has also been given 
to help the Collector in exercising an effective overall 
supervision. The collections under this system in regard 
to the land revenue of kharif and rabi 1360 fasli have 
been very good. 

In this State the land records staff, consisting of 
lekhpals and others, has a large volume of extraneous 
duties to perform. That does not adversely affect to any 
great extent their capacity to discharge their main 
functions in regard to the maintenance of land records. 
The collection staff is, however, quite separate and is 
not likely to be burdened with the any extraneous 
duties. 

Question No. 153. 

Is there a tendency to delegate the functions of the 
State Government in respect of land revenue to local 
bodies ? 

In what areas, to what extent and subject to what 
conditions has the delegation taken place , and what 


lessons , if any, may be drawn from the experience 
hitherto gained ? Do you consider such delegation 
fiscally and administratively desirable ? Would it im¬ 
prove the position if the revenue collected under it was 
earmarked for specific purposes ? 


Government desire to investigate the possibility of 
transferring the whole work of collecting land revenue 
to the Gaon Samajs in course of time ; and an experi¬ 
ment in that direction has already been made by dele¬ 
gating powers to more than 200 selected Gaon Samajs 
in various districts to collect the land revenue in their 
areas. The experiment has been fairly successful and 
the question of transferring this work to more Gaon 
Samajs is under consideration. 

Question No. 154. 

(i) What should be the basis of levy of land cess ? 
Should it be land revenue or annual value ? 

(ii) Would you mtroduce a degree of graduation in 
the rates of land cess ? 

(iii) (a) To what extent do you consider it suitable 
that land cesses should be placed within the purview 
of local bodies ? 

(b) Should the cesses be earmarked for specific pur¬ 
poses more closely related to the rural tax-payer ? If 
so, please give your suggestions . Alternatively, do you 
propose one consolidated cess for local purposes ? 

(iu) Are there any special problems involved in the- 
assimilation of the rates of land cess (a) in the merged 
areas of Part A States and (b) in Part B States ? 


(i) Before answering this question it would be of 
assistance to examine the present basis of the levy of 
land cess in this State. Land cess, called local rate, m 
this State has been based upon annual value of estates 
in the case of areas of which the land revenue is or is 
not liable to periodical revision and in the case of 
permanently settled areas governed by the Banaras 
Permanent Settlement Regulations, 1795, local rate 
used to be assessed either at a prescribed uniform rate 
per acre upon the cultivated area or at a prescribed 
differential rate per acre according to actual or poten¬ 
tial crops or actual or potential rents, such differential 
rates not being allowed to exceed the prescribed uni¬ 
form rate. Permanently settled areas in this State were 
of much smaller extent than areas of which the land 
revenue was liable to periodical revision. 


Annual value has been defined in section 2 of the 
U. P. Local Rates Act, 1914, and means with respect to 
areas of which the land revenue was liable to periodical 
revision double the amount of land revenue for the 
time being assessed. With respect to areas of which the 
land revenue was not liable to periodical revision, 
annual, value used to mean double the amount which if 
the settlement were liable to periodical revision would 
have been assessed as land revenue on a particular 
estate, and with respect to Estates of which the land 
revenue had been wholly or in part released, compounded 
for, redeemed or assigned, double the amount which if 
there had been no such release, composition, redemp¬ 
tion or assignment would have been assessed as land 
revenue on the estate. 

It would appear from the definition of annual value 
as given in section 2 of the Local Rates Act, that it 
included within its ambit all areas in this State whether 
liable to periodical revision or not or of which land 
revenue had been wholly or in part released, com¬ 
pounded for, redeemed or assigned, and excluded only 
the areas of which the land revenue was governed by 
the Banaras Permanent Settlement Regulation, 1795. 
Annual value is only a multiple of land revenue and 
was utilised for the imposition of local rate in by far 
the larger area of this State of which the Land Revenue 
was not subject to the provisions of the Banaras Perma¬ 
nent Settlement Regulation, 1795. Annual value was not 
utilised as the basis of the imposition of local rates in 
respect of areas governed by the provisions of the 
Banaras Permanent Settlement Regulations, 1795 and 
their uniform and differential scales of local rates were 
linked to areas under cultivation or to annual or 
potential rental yield of an estate. We have had in this 
State, therefore, two bases for the imposition of local 
rates. 

Since the abolition of zamindari, brought about by 
the U P. Zamindari Abolition and Land Reforms Act, 
land revenue has, broadly speaking, come to be synony¬ 
mous with rents in respect of a large number of land 
holders or with reduced rents in respect of those land 
holders who have acquired special privileges under the 
U P. Agricultural Tenants Acquisition of Privileges 
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Act. The rent per acre in the years 1357 F. (1949), was 
on an average at the following rates in respect of 
various classes of tenants: 

Rs. as. p. 

1 . Permanent tenure holders . ■ 10 0 per acre. 

2 . Fixed rate tenants . . . 4 0 0 ,, 

3. Tenants on special terms in Avadh 3 0 0 ,, 

4 . Ex-Proprietory tenants . . 4 10 0 ,, 

5 . Occupancy tenants . . . 4 13 0 ,, 

6 Hereditary tenants . . . 5 14 0 ,, 


These scales of rent have remained more or less the 
same up to now. The first two classes of tenants men¬ 
tioned in this list were found only in the permanently 
settled areas (subject to the Banaras Settlement Regu¬ 
lation, 1795) of this State, and their rent was not liable 
to change. The land revenue paid by the erstwhile 
zamindars in these permanently settled areas was also 
static and bore little correspondence to the land revenue 
paid by their counter-parts in the remaining areas of the 
State. This low incidence of land revenue on these erst¬ 
while zamindars and of the rent on permanent tenure 
holders and fixed rate tenants in the permanently 
settled areas is reflected in the land revenue assessed 
on them as a result of the coming into operation of the 
Zamindari Abolition and Land Reforms Act. Obviously, 
if local rates are based upon land revenue assessed on 
these classes of land holders ’the disparities in its inci¬ 
dence would be reflected to the same extent as they 
are reflected in the incidence of land revenue and rent 
on these various classes of land holders and to that 
extent the incidence of local rate would be inequitable. 
The ideal method of imposing local rate would be to 
base it on the rental value of an estate which is cal¬ 
culated by multiplying the rent rate of the various 
parcels of land comprising the estate by the areas 
thereof. Rent rates, it may be mentioned are based on 
quality of land. This arrangement while it will be the 
fairest that can be proposed, suffers from the defect 
that it involves making long and intricate calculations 
which it would be administratively impracticable to 
undertake. Another course would be to base the inci¬ 
dence of local rates on the basis of area. This method 
suffers from the draw back of leaving out of account the 
important factor of the variation in the quality of land. 
On the whole, it would perhaps be more appropriate 
to adopt land revenue as the basis for the imposition 
of local rate notwithstanding the disadvantage already 
indicated as it has been the basis of assessment in by 
far the larger area of this State and the assessees are 
accustomed to it. 

(ii) The principle of ‘graduation’ wherever it is 
adopted has the object of correlating the tax burden 
with the paying capacity of the tax payer. Land revenue 
on which the tax is calculated, is itself assessed through 
an elaborate system of valuation taking into account the 
whole multitude of factors affecting the economic of the 
land. Land revenue itself, therefore, makes ample 
graduation and it does not appear to be necessary to 
super-impose any further scheme of graduation upon it. 


(iii) (a) If by placing land cesses within the purview 
of local bodies is meant the making over to them of the 
task of assessment and collection of these cesses, it is 
considered to be undesirable, since the local bodies have 
an insufficient and weak machinery for these purposes, 
and the state machinery which has assessed it and 
collected it has been entirely successful. If however, by 
placing land cesses within the purview of local bodies 
is meant that these casses should be placed at the dis¬ 
posal of local bodies, it is already so in this State as 
the entire proceeds from local rate are made over to 
District Boards* 


(b) Multiplicity of cesses levied for different purposes 
(such as education cess for educational purposes, Health 
Cess for health schemes) besides being cumbersome and 
annoying may also result in excessive taxation. A con¬ 
solidated cess such as is being levied at present is 
better, and may also be easily varied to meet changed 
requirements. At present there has been no difficulty in 
this State in the collection of the land cess which has 
never fallen into arrears. 


(iv) This State is not concerned with part (b) of this 
question. The answer is, therefore, being confined to (a) 
above. 


All the three erstwhile States which merged in Uttar 
Pradesh had their own land cesses. Banaras originally 
had six cesses which had been reduced to two by the 
time the integration of the State with Uttar Pradesh 
took place. These were the Patwari rate and the local 
rate. The former was a per-bigha levy, while the latter 
was assessed on the rent payable. The rates further 
differed between fixed rate tenants and occupancy and 
non-occupancy tenants. The local rate was also assessed 
directly on Tent as against revenue, which was the 
ultimate basis of the similar tax obtaining in the tempo¬ 
rarily settled areas of U. P. The main difficulty which 
therefore confronted Government was how to adjust 
the prevailing system in the merged area (based on 
rents) with the pattern of the tax as it has existed in 
U. P. (based on land revenue). Special provisions had, 
therefore, to be made in the U. P. District Boards Act 
in 1951 [vide sub-section (4) of section 109, sections 
109-A. 109-B and 109-C], making the local rate in the 
erstwhile Banaras State area relatable to rental value 
(not annual value) and fixing a separate maximum rate 
for the area. Also the liability to pay was fixed on the 
tenant as against the zamindar as obtaining in U. P. 
because in certain areas of Banaras there was no 
Zamindari, 


In the other two areas, viz., Tehri-Garhwal and Ram- 
put, District Boards have not been set up so far. Land 
cesses were, however, in existence in both these erst¬ 
while States, Those cesses also could be adopted only 
after making similar special provisions in the U, P. 
District Boards Act and the U. P. Local Rates as have 
been carried out for Banaras. There was no Zamindari 
in Tehri-Garhwal and in a part of Rampur. 

Section III —No Comments 



MEMORANDUM V 

Notes in individual Taxes 


AGRICULTURAL INCOME TAX 


Section I— Factual background 

Agricultural Income Tax was levied in this State for 
the first time in the financial year 1948-49 and came 
into force with effect from July 1 , 1948, i,e, at the 
beginning of the Fasli year 1355. The basic structure of 
the U. P. Agricultural Income Tax Act is similar to that 
of the Indian Income Tax Act and, on the analogy of 
the latter, the U. P, A. L T. Act provides for the levy 
of an income tax and a super tax on agricultural in¬ 
comes above certain levels at certain specified rates. 
The minimum taxable income limit was fixed at 
Rs. 3,000 provided also that the tax was not to be levied 
on a person who cultivated not more than 50 acres of 
land and whose agricultural income from any rent or 
revenue received by him did not exceed Rs. 50. It was 
recognised that many of the agriculturists and farmers 
may not be maintaining any accounts, and for their 
facility, therefore, two alternative systems were laid 
down for the computation of agricultural income and 
option was given to each assessee to choose whichever 
of the two systems he preferred. On the first system, 
the actual gross income has to be assessed from the 
accounts of the assessee and from such information as 
may have been available regarding the average produce 
of each crop in the locality in question, and the rates 
of various items of agricultural produce at that time. 
From the gross income so derived deductions are allow¬ 
ed as follows : 

(i) Amounts paid as land revenue, rents, local rates 
and cesses, and municipal taxes ; 

(ii) Collection charges at the following rates : 

On the 1 st Rs. 10,000 . . . .12 per cent. 

On the next Rs. 90,000 . . . .11 per cent. 

On any amount above Rs, 1 lakh . .10 per cent. 

(iii) Irrigation charges levied by the Irrigation 
Department; 

(iv) Expenses incurred in raising the crop, in mak¬ 
ing it fit for market and in transporting it to 
the market, including the maintenance or hire 
of agricultural implements and cattle required 
for these purposes ; 

(v) Expenses incurred on the hire and maintenance 
of any irrigation productive or protective work ; 


(vi) Premium of any insurance policy to ensure 
against loss or damage to crops or property 
from which the agricultural income is derived ; 


2 . The Agricultural Income Tax Act of 1948 was 
found to have been working satisfactorily and was 
yielding a revenue which was of the order of Rs, li 
crores a year. The abolition of 2 amindari, however, was 
bound seriously to affect the income from this source. 
It was, therefore, decided that the exemption limit of 
50 acres should be lowered to 30 acres so as to bring 
a larger number of farmers within the purview of the 
Agricultural Income Tax Act . 1 It was also felt that on 
an average, the value of the produce grown on an area 
of 30 acres would, according to present market rates 
of agricultural products, generally exceed the monetary 
limit of Rs. 3,000 which governs the cases of those whose 
income was either partly from cultivation and partly 
from rents, or entirely from rents alone, and the lower¬ 
ing of the limit was, thus, fully jusified. At the same 
time, the multiple of rent for calculating the net income 
of an assessee was raised from 7J to 12£. When the rent 
rates were last fixed the basis for the assessment of 
rent was that in the case of hereditary tenants, who 
formed the bulk of the tenure holders in the State, the 
rent was not to exceed 1 /5th of the value of the pro¬ 
duce. If the value of the produce at that time was at 
least five times the rental, it was felt that now that 
prices of agricultural commodities had increased by 
much more than 300 per cent since the time the last 
assessments of rent were carried out, at present the 
value of the produce would far exceed 15 times the 
rent. In the circumstances, even taking the increased 
cost of production into account, it was felt that the 
multiple of 7£ times the rent was abnormally low and 
called for a revision in the upward direction, For that 
reason, and with a view partly to counteract the reduc¬ 
tion in revenue yield consequent upon the abolition of 
zamindari, the multiple was raised from 7i to 12i times 
by an Amending Act passed this year (copy at Annex- 
ure A to this note). These changes have been intro¬ 
duced only recently and at present no other changes are 
under consideration. 


3. The rates of agricultural income tax and super tax 
in this State have remained unchanged since the tax 
was introduced in 1948, and are as follows : 


(I) Rates of agricultural income tax 


(A) In the case of every individual, Hindu undivided 
family, Muslim Waqf, firm and other association of 
individual not being a case to which paragraph B 
applies, the basic rate of agricultural income tax is as 
follows: 


(vii) Expenses incurred on the maintenance of any 
capital assets if such maintenance Is required 
for the purpose of deriving the agricultural 
income ; 

(viii) Cost incurred on replacement or repairs in 
respect of any capital assets which was pur¬ 
chased or constructed not earlier than two 
years before the commencement of the Act; 


(i) On the first Rs. 1,500 , 

(ii) On the next Rs. 3,500 . 

(iii) On the next Rs. 10,000 

(iv) On the next Rs. 10,000 

(v) On the balance of total 
income. 


Nil. 

1 anna in the rupee. 

1 \ annas in the rupee, 

3 annas in the rupee. 

4 annas in the rupee. 


(ix) Interest paid on any amount borrowed and 
actually spent on any capital expenditure in¬ 
curred not earlier than two years before the 
commencement of the Act. 


Provided that : 

(a) no agricultural income tax shall be payable on 
a total agricultural income which does not ex¬ 
ceed Rs. 3,000 and 


The other method of computing the agricultural in¬ 
come prescribed in the Act was that the income was to 
be deemed to be such multiple, not exceeding 7£ times 
of the rent of the land calculated at the latest sanction¬ 
ed rent rates applicable to hereditary tenants of simi¬ 
lar class of soil. The Board of Revenue were authorised 
to fix the multiple for each district or portion thereof, 
subject to the maximum prescribed in the Act. The 
Board of Revenue were also authorised to direct that 
the multiple for calculating income from land newly 
brought under cultivation shall, for a specified number 
of years, be such lower figure as may be specified. In 
regard to the two alternatives for the computation of 
agricultural income, it has been laid down that an 
assessee who has once exercised his option was not to 
be entitled to vary the method of computation except 
with the permission of the Board of Revenue. 


(b) the agricultural income tax payable shall in no 
case exceed half the amount by which the total 
agricultural income exceeds Rs. 3,000. 


(B) In the case of a company, agricultural income tax 
shall be payable on the whole of the agriculural income 
at the maximum rate of annas four in the rupee. 


(II) Agricultural Super Tax 


(A) In the case of every individual, Hindu undivided 
family, Muslim Waqf, firm and other association of 
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persons not being a case to which provision (B) or pro¬ 
vision (C), below applies, the basic rates of agricultural 
super tax are— 


(i) On the first Rs, 25,000 
of total agricultural in 
come. 

(ii) On the next Rs. 10,000 

(iii) On the next Rs, 10,000 

(iv) On the next Rs. 10,000 

(v) On the next Rs. 10,000 

(vi) On the next Rs. 10,000 

(vii) On the next Rs. 10,000 
(viii) On the next Rs, 15,000 

(ix) On the next Rs. 15,000 

(x) On the next Rs. 30,000 

(xi) On the balance of total 


Nil 


1 anna in the rupee, 
]£ annas in the rupee. 

2 annas in the rupee. 
2J annas in the rupee, 

3 annas in the rupee. 
3J annas in the rupee. 

4 annas in the rupee, 
4 £ annas in the rupee. 

5 annas in the rupee, 
5 1 annas in the rupee. 


(B) In the case of an association of persons being a 
registered co-operative society, the rates of super tax 
are—- 

(i) On the first Rs. 25,000 . . Nil 


Officers in regard to other cases of their sub-divisions. 
In many districts a single officer of the rank of a 
Deputy Collector or Joint Magistrate has been autho¬ 
rised to discharge the functions of the assessing 
authority in respect of all cases in the district below 
Rs. 1 lakh. The assessing authorities are assisted by 
A. I. T. Naib-Tahsildars whose number and period of 
appointment varies according to the volume of the work 
in each district. 

Appeals against the orders of the assessing authorities 
lie to the Agricultural Income Tax Commissioner, who 
has his headquarters at Lucknow. The A. I. T. Com¬ 
missioner is a judicial' officer of the rank of a District 
Judge. 

Provision has been made for the filing of revisions 
against the orders of the A. I. T. Commissioner and the 
assessing authorities before a Board called the A. I. T, 
Board. The Board consists of a Member of the Board 
of Revenue, and the Judge (Revisions) Sales Tax and 
holds its sittings at Lucknow. It will be seen that apart 
from this provision for revision against the orders of 
the A. I. T, Board, the decisions of the A. I. T. Board 
are final. 


(ii) On the balance . . ,1 anna in the rupee. 

(C) In the case of every company^ 

On the whole of total agricu- 

income. 1 anna in the rupee. 

4. The Minister for Revenue, is incharge of the work 
connected with the Agricultural Income Tax Act, The 
administrative set-up comprises a Secretary to Govern¬ 
ment in the Revenue Department, who has a Deputy 
Secretary to assist him in the work at Secretariat level. 
Outside the Secretariat, the Land Reforms Commis¬ 
sioner is responsible for the administration of the tax. 
He is assisted by an Assistant Land Reforms Commis¬ 
sioner, four Officers on Special Duty, and the necessary 
ministerial staff. 

The assessment work is done by the district authori¬ 
ties, the Collector being the assessing authority in 
respect of cases where the gross agricultural income of 
the assessee exceeds Rs. 1 lakh, and the Sub-Divisional 


Year 


There is no separate staff for the collection of agricul¬ 
tural income tax. When assessment orders are passed, 
the assessee is directed to deposit the tax due, in cer¬ 
tain fixed instalments by certain fixed dates. If the 
assessee fails to pay up any instalments on or before 
the due date, he is liable to a penalty, over and above 
the tax due. Arrears of agricultural income tax are 
realised by Tahsildars as arrears of land revenue. 


5. As would appear from what has been stated, no 
separate machinery for the collection of the agricultural 
income tax has been set up. The cost of collection, as 
such, is, therefore, nil. The cost of administration for 
the various years, beginning from 1948-49, is however, 
shown below against the amount of tax assessed in each 
year. Figures for the period 1948—52 are the actuals ; 
figures for 1952-53 are the revised estimates for that 
year while the figures for 1953-54 represent the budget 
estimates. 


Assessment Collection Percentage Cost 

of of 

collection Administation 


1948- 49 

1949- 50 

1950- 5 1 
i95 r -52 

1952 - 53 

1953 - 54 


Rs. 

Rs. 


Rs. 

1,09,00,387 
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Over 100 

63,578 

1,19,37,189 

1,13,42,141 

95 

2,63,467 

1,10,79,069 

1,03,10,626 

92 

2,51,240 

1,23,66,31a 

1,05,94,289 

85 

2,62,065 

1,32,91,598 

25, '3,326 

18 

2,85,600 


.. 


2,32,900 


From the figures in the statement given above it will 
be seen that the total cost incurred on the administra¬ 
tion of the Agricultural Income Tax Act has generally 
been of the order of Rs. 2-5 lakhs against a collection of 
a little over Rs. 1 crore, which works out to about 2-5 
per cent. This should be considered satisfactory 
but the percentage cost of administration in res¬ 
pect of this Act is likely to increase with the 
fall in revenue which is anticipated on account 
of the abolition of zamindari in the State, The position 
will, however, be clear only after some time and mea¬ 
sures for reducing the cost of administration will be 
considered in due course if such a step is then consi¬ 
dered to be necessary. 

As the figures given in the table before would show, 
the collection of the first year amounted to more than 
100 per cent, a fact which is explained by the circum¬ 
stance that in that year the actual amounts collected in 
some cases were in excess of the tax assessed. In the 
succeeding two years collections amounted to 95-2 
per cent, but the percentage went down substantially 
in 1951-52 in which year it stood at 85. The lower 
percentage in 1951-52 was due to a certain extent to 
stay orders obtained from the Agricultural Income Tax 
Commissioner, the A, I. T. Board, or the High Court. 
Low realisations must also have been due, to a certain 
extent, to the impending abolition of zamindari which 
must have induced a certain amount of reluctance 
amongst zamindars for the payment of the tax. The 
considerably lower figures of collections in 1952-53 are 
largely due to Government deciding to realise only Jth 
of the agricultural income tax from intermediaries, the 


rest being subject to adjustment against the compensa¬ 
tion which the intermediaries were to receive under 
the Zamindari Abolition Scheme. This step was taken 
with a view to avoiding hardship to the intermediaries 
who had lost their largest source of income and would, 
therefore, have been put to hardship if the whole of 
the agricultural income tax in respect of the previous 
year was to be realised from them in cash. 


6 . The actual receipts from Agricultural Income Tax, 
and the trend of the receipts, would be apparent from 
the table given earlier in this note. It would be seen 
from that table that, the receipts from agricultural 
income tax have remained more or less steady round 
about a figure slightly in excess of - one crore but a 
considerable fall in income is bound to result from the 
abolition of zamindari which took effect from 1st July, 
1952, At present it is not possible to guess what the 
figures of agricultural income tax in the post-zamindari- 
abolition period would have been if no changes in the 
exemption limit, and in the multiple, had been intro¬ 
duced. Nor is it possible at this stage to give any exact 
idea of what the receipts from the agricultural income 
tax are likely to be after the amendments brought into 
effect by the U. P. Agricultural Income Tax (Amend¬ 
ment) Act* 1953. All that can be said at this stage is that 
even after those amendments the receipts from agri¬ 
cultural income tax would perhaps remain much less 
than in the pre-zamindari-abolition period and in fact it 
is likely that agricultural income tax may cease to be 
one of the important source of revenue for the State, 
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7. The amount of arrears in respect of the agricul¬ 
tural income tax in respect of past years, as on the 31st 
March, 1953 are indicated below : — 


Rupees 

1948 - 49 1 , 45,992 

1949 - 50 2 , 08,017 

1950 - 51 . 2 , 54,909 

1951 - 52 8 , 19,241 

1952 - 53 17 , 19,305 


Most of the arrears are outstanding against the larger 
estate holders. Realisation of about 50 per cent, of the 
Arrears indicated above has been stayed under the 
orders of the Agricultural Income Tax Commissioner, 
the A. I. T. Board, or the High Court. The arrears are 
naturally heaviest in respect of the year 1952-53 
partly because the erstwhile estate-holders find it 
difficult to pay even 25 per cent, of the tax 
in cash, and partly because these are the most 
recent arrears which would be realised gradually 
as time passes. In any case, whatever arrears finally 
remain due from an estate-holder will be deducted from 
the compensation which may be due to him under the 
Zamindari Abolition Scheme and ki that way the major 
portion of the arrears will be liquidated. 

Agricultural income tax could be avoided or evaded 
by one of two methods viz. either by a person having 
assessable income being left out of assessment com¬ 
pletely or by an assesee falsifying his accounts so as to 
show a lower income than what actually accrued to 
him. In respect of the former, considering that the 
administration of the Agricultural Income Tax Act in 
the districts is the responsibility of the normal revenue 
staff who are well familiar at least with the larger 
agriculturists in their areas, complete avoidance of the 
tax could, perhaps, not have been taking place on any 
large scale. As for avoidance of the tax by falsification 
of accounts, it may be stated that the assessing authori¬ 
ties, namely the District Officers and Sub-Divisional 
Officers, are in close contact with agricultural condi¬ 
tions in their areas and, with the assistance of their 
subordinate revenue staff and particularly of the agri¬ 
cultural Income Tax Naib-Tahsildars, it should be possi¬ 
ble for them in most cases to arrive at reasonably 
correct conclusions. Besides, in order to check the 
assessment work carried out in the districts, the four 
officers on special duty at headquarters go out on tour 
and scrutinise the assessments made. Cases of escaped 
income and under assessment are detected by them and 
action is then taken under section 25 of the Agricultural 
Income Tax Act to levy the tax on the escaped income 
also by filling a revision before the A, L T, Board, 


Section II —Replies to questions bearing on the tax 
Question No, 139. 

A few States levy agricultural income-tax , but in 
almost none is it among the more important sources of 
revenue ; the progress of land reforms will further 
reduce its yield. Would you f in order to increase the 
yield from this tax or for other reasons (which may 
please be specified), make major modifications in the 
present system of taxation of agricultural income ? If 
so, please indicate the modifications you would make. 

[If agricultral income-tax is levied in your State, 
please state in the light of the progress of land reforms 
and of other relevant considerations what the future 
trend of revenue from this tax is likely to be on the 
basis of the existing rates of levy, etc.] 


As has been indicated in section I, the yield from 
income tax was expected to go down substantially in 
this State also as a result of the abolition of Zamindari 
which took effect from 1st July, 1952. By the U. P. 
Agricultural Income Tax (Amendment) Act, 1953, Gov¬ 
ernment have already taken steps to augment their 
income from this source by reducing the exemption 
limit from 50 acres to 30 and by increasing the multiple 
from 7J to 124. As has been explained in Section I, 
apart from the necessity of increasing the yield from 
the Agricultural Income Tax Act, it was felt that the 
changes were also justified on merits. At present Gov¬ 
ernment do not consider it necessary to introduce any 
other modifications in the Agricultural Income Tax 
Scheme. It is not possible to state with any definiteness 
what the amount of revenue from agricultural income 
tax, according to the amended scheme, may turn out 
to be but in any case it is clear that it is bound to be 
substantially less than the yield from the same source 
in the pre-zamindari abolition days. 


Question No. 140. 

In particular, do your suggestions involve — 

(a) correlation , and if so, to what extent, of agri¬ 
cultural with nomagricultural income-tax; 

(5) alteration, and if so, in what manner, of the 
levy of land revenue ? 

As regards (a), if the correlation suggested takes the 
form of the levy of a single tax on the total of non- 
agricultural and agricultural incoyne, instead of the 
present separate Central and State taxes , please deal 
with the constitutional, administrative and other prob¬ 
lems involved , including the apportioning of proceeds 
among State Governments. Alternatively, if the State 
Governments continue separately to levy a tax on agri¬ 
cultural income, but the rates of levy are based on the 
total of the two types of income, agricultural and non- 
agricultural, what are the specific problems which arise, 
and how would you deal ivith them ? 

As regards (b), please indicate the probable net effect 
of the suggested measures on the revenues of Govern- 
ment . What administrative or other issues are involved, 
and how would you deal with them ? 

[For each of the alternatives mentioned in this Ques¬ 
tion, please give a rough estimate (together with an 
indication of the particulars on which the estimate is 
based) of the effect of the adoption of the alternative 
on the revenues of the States,] 

As stated above, this Government are not contem¬ 
plating any further changes in the Agricultural Income 
Tax scheme at present, They are, however, aware of the 
fact that a certain amount of leniency is being shown 
to assessees in so far as the assessee’s income from 
other sources is not taken into account in determining 
the rate at which the tax is to be levied on different 
portions of his agricultural income. In this State, how¬ 
ever, the number of persons who would be liable both 
to Indian Income Tax and the Agricultural Income Tax 
is not likely to be large, particularly after the abolition 
of Zamindari. The suggestion contained in question no. 
140(a) may be of importance to States where tea and 
coffee plantations exist and where the assessee is assess¬ 
ed to Indian Income Tax on 40 per cent, of his income 
and to agricultural income tax on the remaining 
60 per cent. In this State, however, the number of such 
assessees is insignificant and even though the State 
Government recognise that it would be only just and 
fair if the exemption limit and the rates at which agri¬ 
cultural income tax is levied are determined by taking 
the total agricultural and non-agricultural income of 
the assessees into account, they do not consider this 
suggestion to be of any great practical utility so far as 
they are concerned. 

As regards question no. 140(b), also it has to be stated 
that this Government consider the existing system of 
assessing and realising agricultural income tax to be 
satisfactory and have no alternatives to suggest on the 
lines indicated in this part of the question. Government 
are also not in a position to furnish any estimates of the 
effect which the adoption of either of the alternatives 
suggested is likely to have on revenue. 

Question No. 141. 

How would you determine taxable income in the 
comparative absence of accounts in rural areas ? What 
treatment should, in particular, be given to the follow¬ 
ing : 

(i) expenses of cultivation, harvesting, preparation 
for the market etc. ; 

(ii) agricultural losses owing to a calamity or other 
reasons ; (In this connection, would you favour giving 
the assessee the discretion to choose the alternative of 
averaging his income over a number of years—say 3 to 
5 years— in order to cover good and bad years ?) 

(Hi) depreciation in respect of — 

(a) live stock, 

(b) implements and carts, 

(c) means of irrigation e.g., yvells etc., 

(d) buildings ? 

This Government realise that it may be difficult to 
determine the taxable income in the comparative 
absence of accounts in rural areas. For that reason in 
the Act of 1948, Government have already provided an 
alternative method which could advantageously be used 
by those who may not be maintaining full accounts. 
According to this system, instead of going into the 
details of the value of the produce and the expenses 
incurred in producing the crops etc., the net assessable 
income is presumed to be a certain multiple of the rent 
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of the land calculated at the latest sanctioned rent rate* 
applicable to hereditary tenants of a similar class of soil. 
On the considerations which have been mentioned in 
Section I, the maximum rate of multiple has recently 
been enhanced from 7£ to 12 £ times the rent at here- 
ditary rates. 


In regard to the treatment to be given to exper.se* 
of cultivation etc., ■ it has already been stated that a 
provision for making deductions on account of cost of 
cultivation, harvesting and preparation of the produce 
for the market etc., already exists in the Scheme in 
force in U. P. Where cultivation is according to the 
customary methods, the correctness of the amounts 
shown by an assessee against expenses on various 
items could be easily checked by the local revenue 
officers who are in close touch with cultivators in their 
areas. In case where modern methods of cultivation aie 
used by large scale farmers, the magnitude of these 
expenses can be worked out from the experience of 
various State mechanised farms which are run by Gov¬ 
ernment and which maintain accurate accounts in res¬ 
pect of their expenditure. The knowledge gained by 
the working of the State farms could thus be usefully 
employed in ensuring that the set-off claimed by an 
assessee in respect of these expenses is not unreason¬ 
able. 


In regard to agricultural losses owing to calamities 
etc., where assessment is on the basis of a multiple of 
the rent, provision has been made for a deduction being 
made in the computation of agricultural income on 
account of agricultural calamities. Rule 11 of the Agri¬ 
cultural Income Tax Rules provides for a reduction, in 
such cases, in the rate of rent which is to be used in 
calculating the assessee’s agricultural income in accor¬ 
dance with the following principles : 


(a) If the calamity is one which has caused more or 
less permanent deterioration of the soil, the rent which 
will be taken into account in determining the income 
will be deemed to have been reduced in the same pro¬ 
portion in which the rent of the plot affected has been 
or would have been reduced as a consequence of reduc¬ 
tion in revenue under rule 164 of the Revenue Manual. 
(Extracted at Annexure B.) 


(b) In the case of an agricultural calamity which has 
not affected the fertility of the soil but has ited 
crops of a particular harvest, the loss to the crops is 
to be estimated in terms of 16 annas and relief is to 
be given, in accordance with the instructions contained 
in Appendix I of the rules (reproduced at Annexure C 
of this note). Where the agricultural calamity was en¬ 
quired into by the Revenue Officers concerned any 
estimate of loss reported by such officers is to be pre¬ 
sumed to be correct and the rent will be deemed to 
have been reduced proportionately to the loss reported 
or proved- Of course where the assessee produces 
account the calamity will already have been taken into 
account in the shape of reduced yield etc. and relief will 
accordingly be given to the assessee automatically, As 
for the suggestion, that assessees could be given the dis¬ 
cretion to choose the alternative of averaging their 
incomes over a number of years in order to cover good 
and bad years, the State Government are of the view 
that such a system would be difficult to work. Assess¬ 
ments on such a system will have to be made for 
comparatively longer periods and the cases are, there¬ 
fore, likely to become more complicated while at the 
same time the figures of out-turn etc. submitted by the 
assessees for past years would be more difficult to 
verify. There is also the consideration that even in 
respect of income derived from industry or business, 
there is always the possibility of fluctuation in profits, 
and even of loss. If Income Tax assessees are not allow¬ 
ed to have their income averaged over a period of years 
there seems to be no reason why such averaging should, 
in particular, be allowed in respect of agricultural 
income tax. In saying this it is not denied that agricul¬ 
tural income is perhaps liable to greater fluctuation 
than is normally the case with incomes derived from 
other sources but it is felt, firstly, that, perhaps, in the 
case of the larger agriculturists who alone would be 
assessable to tax, the fluctuations may not be very large, 
considering that these agriculturists would have greater 
resources at their disposal for combating at least some 
of the adverse climatic conditions e.g., drought—which 
might affect production. Besides, where the assessees 
do not maintain detailed accounts and choose to have 
their net income assessed as a multiple of land revenue, 
the income would be deemed to be more or less fixed 
and no question of averaging the income over a num¬ 
ber of years would arise—except in a year of agricul¬ 
tural calamities for which relief would be given accord¬ 
ing to the procedure indicated earlier. 

In regard to depreciation in respect of livestock, imple¬ 
ments and carts, means of irrigation, e.p., wells etc., 
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and buildings, provision has been made in the Agricul¬ 
tural Income Tax Rules for allowing deductions at 
certain prescribed percentages which are laid down in 
the Schedule attached to the rules. A copy of the 
schedule is reproduced as Annexure D to this note and 
it would appear therefrom that rates of depreciation 
have been worked out in respect of all items connected 
with agricultural on which depreciation is likely to 
occur. The rates prescribed appear to be reasonable 

Question No. 142 

What rates would you prescribe for agricultural 
income-tax and how would you graduate them ? Is it 
possible to have uniform rates in all the States ? What 
exemption limits would you lay down ? 

The rates of income-tax and super-tax in force in 
U. P. have been given already in Section I. The rates 
in force in U. P. appear to be quite reasonable and 
compare very favourably with the rates in some other 
States and with the basic rates of Income Tax. Govern¬ 
ment do not consider any alteration in these rates to be 
necessary. 

As for uniformity in the rates of agricultural income 
tax in all the States, this Government is of the view 
that no practical benefit is to be obtained by making 
the agricultural income tax uniform all over the country. 
The requirements of revenue and the general condition 
of the assessees differ from State to State and the 
States should, therfore, be free to vary their rates of 
agricultural income tax as they consider necessary and 
proper. In respect of the taxes which have been left in 
the provincial sphere, there is bound to be diversity 
between State and State but, by and large, there would 
appear to be no reason why uniformity should be im¬ 
posed or even aimed at. 

In this State a person whose agricultural income is 
less than Rs. 3,000 is exempted from agricultural income 
tax in any case. A person whose agricultural income is 
more than Rs. 3,000 a year is also exempt if the area 
under his cultivation is less than 30 acres and his 
income from rentals etc., does not exceed Rs, 50. The 
monetary limit of Rs. 3,000 is considered by Govern¬ 
ment to be reasonable. At the same time it is also 
considered reasonable to allow small cultivators, culti¬ 
vating less than 30 acres each, exemption from the tax 
in order to encourage them to increase their yield. Some 
concession in their favour is also justified on the 
consideration that their income is “earned income” as 
against “unearned income” from rentals, etc. In this 
connection it may be observed that some concession in 
the matter of “earned incomes” is allowed in respect of 
the Indian Income Tax also although the concession 
there is not in the shape of a higher minimum in respect 
of those in receipt of earned incomes, 


Section III— No Comments 
Annexure ‘A* 

UTTAR PRADESH AGRICULTURAL INCOME TAX 
(AMENDMENT) ACT, 1953 

(U. P. Act No. XIV of 1$53> 

[As passed by the U. P, Legislature] 

An Act to amend the United Provinces Agricultural 

Income Tax Act, 1948 (U, P. Act No, III of 1949) for 
Certain purposes, 

Whereas it is expedient to amend the United Pro¬ 
vinces Agricultural Income Tax Act, 1948 (U.P. Act No. 
Ill of 1949), for certain purposes : 

It is hereby enacted as follows : — 

1 , Short title and commencement .—( 1 ) This Act may 
be called the Uttar Pradesh Agricultural Income Tax 
(Amendment) Act, 1953. 

( 2 ) This section and sections 2, 3, 6 , 9, 10, 12 and 14 to 
16 shall come into force at once, and the remaining sec¬ 
tions shall come into force with effect from July 1, 1953 : 


Provided that the assessments for the agricultural 
years ending on or before the 30th day of June, 1953, 
whether such assessments have or have not been made 
before the commencement of this Act, shall continue 
to be made a» if— 
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(a) Sections 4, 6 and 30 ©f the Principal Act, had 
not been amended by this Act, and 

(b) Section 4-A, inserted by section 5 of this Act, 
had not been so inserted, 

2. Amendment of Section 2 of U. P, Act No. Ill of 
1949.—Alter sub-section 10 of section 2 of the United 
Provinces Agricultural Income Tax Act, 1948 (herein¬ 
after called the Principal Act), insert the following as a 
new sub-section (10-A): 


“(10-A) ‘Land Reforms Commissioner* means the 
Officer appointed as such by the State Govern¬ 
ment, ” 

3. Whereas doubts have arisen as to the liability of 
a person to assessment of agricultural income-tax under 
the Principal Act where such person while owning or 
holding property in the previous year has ceased to own 
or hold it subsequently, it is hereby declared that the 
words “owning or holding property” in clause (11) of 
section 2 of the Principal Act shall be deemed never to 
have required such person to continue, to own or hold 
the property in the year for which the tax is to be 
charged. 

4. Amendment of Section 4 of U . P. Act No. Ill of 
1949.—In the first proviso to section 4 of the Principal 
Act for the word and figures “50 acres” the word and 
figures “30 acres” shall be substituted. 

5. Insertion of Section 4-A in U. P. Act No. Ill of 
1949.—After section 4 of the Principal Act the follow¬ 
ing shall be added as a new section 4-A : 

“4-A, Computation of total agricultural income .—In 
computing the total agricultural income of any 
individual for the purpose of assessment there 
shall be included— 

(a) so much of the total agricultural income of 
a wife or minor child of such individual as 
arises directly or indirectly ; 

(i) from assets transferred directly or in¬ 

directly to the wife by the husband 
otherwise than for adequate considera¬ 
tion or in connextion with an agree¬ 
ment to live apart ; 

(ii) from assets transferred directly or 

indirectly to the minor child not being 
a married daughter by such individual 
otherwise than for adequate considera¬ 
tion ; 

(b) so much of the total agricultural income of 
any person as arises from assets trans¬ 
ferred otherwise than for adequate consi¬ 
deration by such individual for the benefit 
of his wife or minor child or both.” 


6 . Amendment of section 5 0 / U.P. Act No. Ill of 
1949.—In section 5 of the Principal Act in clause (A) for 
the words “Municipal taxes” the words “Taxes to 
local authorities”* shall be substituted. 

7. Amendment of section 6 of U. P. Act No. Ill of 
1949.—In section 6 of the Principal Act— 

(i) in sub-section (1)— 

(a) the existing proviso shall be omitted, and 

(b) the following shall be added as a fresh 
proviso: “Provided that the agricultural 
income as aforesaid from groves, orchards 
and tea gardens shall be computed in accor¬ 
dance with clause (b) of sub-section (2).” 


lii) in sub-section (2)— 


(a) in clause (a) for the figure “74” the figure 
“124“ and for the words “Board of Revenue” 
wherever these occur the words “Land 
Reforms Commissioner” shall be substi¬ 
tuted, and 


<b) in clause (b) (i) for the words “Municipal 
Taxes” the words “taxes to local authori¬ 
ties” shall be substituted. 


8 . Amendment of section 15 of V. P. Act No. Ill of 
1949.—After sub-section (3) of section 15 of the Princi¬ 
pal Act the following shall be and be deemed always 
to have been inserted as sub-section (3-A) : 


“(-A) where the notice served under sub-section 
(3) is subsequently discovered to be detective 
and it is necessary to serve a fresh notice, the 
same may still be served notwithstanding that 
the year may have expired provided that the 
former was served in time.” 

9. Amendment of section 17 of U. P, Act No. Ill of 
1949.—In sub-section (1) of section 17-of the Principal 
Act between the words “if’and “an” the words “the 
Revision Board, Commissioner, Additional Commis¬ 
sioner or” shall be inserted and for the words “before 
him” the words “before it or him” shall be substi¬ 
tuted. 

10. Amendment of section 21 of U. P. Act No, 111 of 
1949.—In sub-section (1) of section 21 after the words 
“section 17” the words “or section 37” shall be inserted. 

11. A 7 nendment of section 23 of U, P. Act No. Ill of 
1949.—In section 23 of the Principal Act the words “and 
the prescribed authority” shall be inserted after the 
word “assessee” at the end. 

12. Amendment of section 25 of U. P. Act No. Ill of 
1949.—In section 25 of the Principal Act for the words 
“one year of the end” ’the words “two years of the 
expiry” shall be substituted. 

13. Amendment of section 30 of U. P. Act No. Ill of 
1949.—In section 30 of the Principal Act— 


(i) In sub-section (1) for the word “four” the word 
“two” shall be substituted. 


(ii) In sub-section (2) for the words “each subse¬ 
quent instalment within two months of the 
previous instalment” the words “second instal¬ 
ment within six months from the due date of 
the first instalment” shall be substituted, 


14. Amendment of section 36 of U. P. Act No. Ill of 
1949.—In section 36 of the Principal Act after clause (e) 
the following shall be added as a new clause (f)— 


“(f) of such facts to an officer of a Central Govern¬ 
ment, as may be necessary for the purpose of 
enabling that Government to levy or realise 
any tax imposed by it on incomes.” 

15. Amendment of section 37 of U. P. Act No. Ill of 
1949.—In section 37 of the Principal Act for words “he 
shall be punishable with fine which may extend to five 
rupees for every day during which the default conti¬ 
nues” substitute the words “the assessing authority may 
in his discretion direct that a sum not exceeding Rs. 5 
for every day during which default continues shall be 
realized by way of penalty from the assessee : 


Provided that no such order shall be made, by the 
assessing authority unless the assessee has been heard 
or has been given a reasonable opportunity of being 
heard : 

Provided further that no prosecution shall be insti¬ 
tuted against the assessee for failure to furnish the 
returns where a penalty has been imposed under this 
section.” 

16. General Amendment .^-For the word “Board” 
wherever occurring in the Principal Act the words 
“Revision Board” shall be substituted. 


Annkxure ‘B’ 

Extract of Rule 164 of Revenue Manual, Volume I 


164, (1) Relief should in the first place take the form 
of temporary suspension or remission of revenue, and 
if necessary of rent also, for the current fasl. 


(2) Action should then be taken to draw up proposals 
for temporary reduction of revenue under the rules in 



Chapter f—C which involve the calculation of the 
assets and the preparation of assessment statements 
containing full statistics, with an assessment note by 
the Collector explaining the reasons for the reduction 
proposed, the method by which the reduced assessment 
lias been calculated, and period for which reduction is 
proposed. 


Annexure ‘C’ 


Appendix I 

For estimating the extent of loss due to agricultural 
calamity mentioned in rule 11 such as drought, frost, 
rust, hail, floods, locusts, etc., the rules are contained 
in Chapter VI of the Revenue Manual for the guidance 
of the district staff. The procedure in those rules may, 
with advantage, be observed by the assessees. The 
following procedure on the same lines is, however, laid 
down for estimating the loss and reporting figures 
affecting agricultural income. 

1 . The extent of loss or damage caused to crops should 
be estimated in annas, taking 16 annas as the normal 
crop. It is possible that the loss or damage may not be 
uniform over all the fields of the assessee. It may be 
that the loss is uniform over the unirrigated fields and 
the loss in the irrigated fields, though not the same as 
over unirrigated ones, is also, uniform, In such cases 
separate estimates are necessary for irrigated and unirri¬ 
gated fields as a whole. In some cases the loss varies 
with crop and so separate estimate is required for every 
crop. Then again it may be necessary to distinguish 
between irrigated and unirrigated fields of the same crop. 
In other cases such as hail or flood, a part only of a vil¬ 
lage may be damaged or different parts may be damaged 
to different extents. In such case it will be necessary to 
take into consideration only the damaged portion or the 
portions damaged to varying extents and to estimate the 
damage done in such portion or in each of such portions. 

2. When loss has been estimated in annas for different 
kinds of areas classified under (1) above, the total area 
under each such category should be multiplied by annas 
of loss and divided by 16 for each class of soil. This 
will give the loss of area for each such class. Such areas 
representing losses should be totalled. The aggregate loss 
will be in annas which bears the same proportion to 16 
annas as the total of such areas bears to the total of the 
assessees land. The land in this rule means the land 
referred to in section 6 (1) and excludes the area which 
has remained unsown on account of any calamity. 

Example .—The loss over different areas of each class 
of soil is as follows : — 

Loss in annas Loss in area 


4 annas over 

1 2 acres , 

' 

'' 

• 12X4 

16 

= 3 acres 

8 annas over 

4 acres . 

• 

• 

. 4x8 

16 

*=2 acres 

12 annas over 

1 2 acres . 

* 

* 

. 12X12 

16 

*=9 acres 

Total 

-28 




14 acres 


The aggregate loss over assessed entire land 8 annas* 


3. It is to be remembered that in most years the crop 
of a field suffers some slight loss or damage and it is in 
exceptional—not normal years—that suffers no loss. So 
correctly speaking in estimating loss only that loss which 
is in excess of normal loss should be considered. It is also 


to be remembered that estimate of loss can only be 
approximate and so too meticulous calculations regarding 
estimate of loss need not be attempted. 

Annexure *D’ 


Schedule 


Depreciation Value of Capital assets 


Serial Glassification of capital assets 

No* 

Rate K e. 
percentage 
of prime 
cost 

1 Kachcha buildings . * , 


2 Pakka buildings , . * 

2*5 


Seiial Classification of capital assets 

No. 


Rate i. t. 
percentage 
of prime 
cost 

3 

Kachcha and Pakka mixed 

. 

5*o 

4 

Fencing (bat bed wire with iron posts) . 

. 

5 *o 

5 

Pakka roads ..... 


5 *° 

6 

Kachcha roads ..... 


15m 

7 

Tanks ...... 



8 

Pakka wells ... . . 


2*5 

9 

Kachcha wells ..... 


33*5 

10 

Tube wells ..... 


3 *o 

11 

Irrigation Channels (Pakka) 


10*0 

12 

Irrigation Channels ( Kachcha ) 


20*0 

13 

Bullock drawn wooden and leather implements 

25*0 

14 

Country carts . .... 


I5'0 

15 

Dunlop carts • 


10*0 

l6 

Small hand implements 


25-0 

17 

Bullock drawn iron implements , 


10*0 

18 

Tractor and oil engines 


12*0 

19 

Steam engines ..... 


5*0 

20 

Tractor implements 


12*5 

21 

Workshop tools .... 


10*0 

22 

Weighing machines .... 


7*5 

23 

Fixed power machinery 


12*5 

24 

Power pumping machinery . . 


!2*5 

25 

Indigenous sugarcane crushers (Koluhs 
Belarts) 

and 

18*0 

26 

Other machineries and implements . 

• 

5 *o 

27 

Livestock for cultivation and transporting 

the 

12*5 


crop to market. 


STATE EXCISE 


Section I—Factual Background 


1 . Excise revenue in Uttar Pradesh is derived mainly 
from two sources viz. 

(i) Duty, and 

(ii) Licence fees. 


Duty is levied at certain fixed rates throughout the 
State on: 


(a) Indian made foreign spirit (including rectified 
spirit and absolute alcohol), 

(fa) Opium, 


(c) Ganja, and 


(d) Tari in areas under the tree tax system. 

In the case of country spirit, however, duty is imposed 
at rates which vary from place to place according to the 
tax paying capacity of consumers ; certain variations in 
duty are also necessitated by administrative considera- 
tions. Similarly duty on bhang in 13 districts, where the 
article grows more or less spontaneously in the wild 
state, is fixed at a lower rate than in the remaining 38 
districts of the State. 


No duty is charged on tari sold at shops settled under 
the auction system. 

Licence fee on country spirit, hemp drugs (ganja and 
bhang), opium, and tari (where the tree system is not in 
force) is determined annually under the auction system. 
Licence fee in respect of sale of foreign liquor is levied 
under a surcharge system, with a sliding scale of fees. 
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2. The main features of the excise administration in 
Uttar Pradesh have remained unchanged during the last 
several years and no change of any importance is under 
contemplation even now. The only important change 
introduced in recent years was the enforcement of pro¬ 
hibition in certain districts of the State for the second 
time with effect from 1st April, 1947. For introducing 
prohibition, the Excise Act has been amended by Ac t III 
of 1941 and prohibition has been introduced in certain 
districts under the provisions of section 20(4) of the Ex¬ 
cise Act, as amended. 

3 . Five statements, marked A, B, C, D and E, are 
attached it the end of this note giving, for each year 
from 1946-47 onward, in respect of each excise article, 
the rate of duty as well as the total amounts collected 
by way of duty and licence fees. The rates of duty men¬ 
tioned in these items are the ordinary rates. Concessional 
rates of duty are allowed in the following cases : — 

(a) Hum—(Indian made foreign liquor)—when issued 
to troops stationed in Uttar Pradesh Rs, 12-8 as against 
Rs. 80, per L. P. Gallon. 

(b) Country spirit (white Rum)- -when issued to troops 
stationed in Uttar Pradesh Rs, 8-11 per bulk gallon. 

(c) Rectified spirit for the manufacture of— 

(i) bona fide medicines, chemicals and drugs Rs. 5, 
as against Rs, 60 per L. P. Gallon, 

(ii) medicines which can be used for purposes other 
than medicinal, and toilet goods Rs. 17-8, as 
against Rs, 60, per L. P. Gallon. 

Apart from the concessional rates mentioned above, 
complete exemption from duty is allowed in respect of 
rectified spirit and absolute alcohol consumed in Govern¬ 
ment institutions, Government and local board hospitals 
and dispensaries, educational institutions, and other 
charitable institutions approved for the purpose. Similar¬ 
ly opium free of excise duty, is also supplied from 
treasuries to district board hospitals for use in the pre¬ 
paration of tinctures etc. vide , rule 50 of the Opium 
Rules. Concessional rates of duty are also allowed on 
ganja and bhang required for use in the manufacture 
of bona fide Allopathic, Ayurvedic or Unani medicines. 

4. The executive Head of the Excise Department is the 
Excise Commissioner who is usually a senior officer of 
the Indian Civil Service or the Indian Administrative 
Service and is appointed under section 10 of the U. P. 
Excise Act. The headquarters of the Excise Commis¬ 
sioner are at Allahabad. 

Leaving out the 11 *‘dry J? districts in the State in 
which the administrative control over the preventive 
excise staff has been transferred to the Police Depart¬ 
ment as an experimental measure, the remaining 40 
districts of the State are divided into 9 charges, each 
under an Assistant Excise Commissioner who assists the 
Excise Commissioner in exercising an effective control 
over the excise inspectors posted in the districts of his 
charge. Assistant Excise Commissioners are gazetted offi¬ 
cers in the State scale of Rs. 250—850 per month and 
are selected from amongst the senior Excise Inspectors 
by promotion. 

In the districts, the excise administration is in the 
charge of the District Officers who are assisted in this 
task by a Deputy Collector or a Joint Magistrate who is 
appointed as District Excise Officer. The District Officers, 
in relation to excise matters, work under, the general 
superintendence and control of the Excise Commissioner. 

Each district is divided into a number of circles accord¬ 
ing to administrative convenience and each circle is 
generally placed in the charge of an excise inspector. 
Excise Inspectors in Uttar Pradesh are in the scale of 
Rs. 120—8—200—10—300 per month with a selection 
grade going up to Rs. 400 per month. Appointment to 
the post of excise inspectors is through a competitive 
examination conducted by the Public Service Commis¬ 
sion. 

The rates of duty on various intoxicants such as 
country spirit, Indian made foreign liquor,' ganja, bhang, 
and opium, and the rate of free tax on tar and khajur 
trees are fixed by the Excise Commissioner with the 
previous sanction of the State Government. The assess¬ 
ment of licence fee, as has already been pointed out, is 
generally based on the bids received at the annual auc¬ 
tions while assessment of licence fee on Indian made 
foreign liquor is made by the Excise Commissioner on 
the basis of statements of sales received from the districts 
in resoect of each retail or wholesale foreign liquor shop 
according to a sliding scale. 

Appeals and revisions are governed b.y the provision 
of Section 11 ( 1 ) and 11 (2) of the U. P. Excise Act. All 
orders passed by the Collector under the Excise Act, 
are appealable to the Excise Commissioner in the manner 
provided by rules 126 to 129 of the U. P. Excise Manual, 


Volume 1. The State Government is competent to revise 
any orders passed by the Collector or by the Excise 
Commissioner. The rules on the subject are 130 to 132 of 
the Excise Manual, Volume I. 

5. The collection of excise revenue is the responsibility 
of the District Officers, assisted as they are by their 
subordinate revenue staff. The district revenue staff also 
collect a number of other Government dues like land 
revenue, etc., and it is, therefore, not possible to give 
separately the cost of collection of excise dues. Statement 
F attached at the end of this note gives the figures of 
expenditure on the excise administration, as also the 
figures of gross collections, for the years 1946-47 onward 
and in the last column of the statement the percentage of 
expenditure to revenue has been worked out. The figures 
of expenditure and revenue are actuals for 1946-47 to 
1951-52 and revised and budget estimates for 1952-53 and 
1953-54 respectively after making necessary deductions 
in regard to power alcohol and the cost price of opium 
paid to the Government of India etc. The figures in the 
last column of statement F show a continuous increase 
up to 1949-50 which was due partly to the introduction of 
revised scales of pay in 1947-48, the revision in the rates 
of dearness allowance, and the extra staff employed on 
the enforcement of prohibition in the dry districts. In 
1950-51, however, a substantial reduction in expenditure 
was secured by the transfer of detection work in some 
of the dry districts to the Police Department as an experi¬ 
mental measure. From then onward the expenditure has 
continued to be more or less constant. 


While it cannot be denied that a certain small amount 
of revenue may be lost on account of illicit distillation, 
etc,, the evil does not appear to have developed to any 
appreciable extent in this State. Constant vigilance on 
the part of the Excise Commissioner and his Assistant 
Commissioners on the one hand, and the District Officers 
and their district excise officers on the other, aided by 
a system of granting liberal rewards to police and excise 
officers who detect any excise offences of importance, 
has helped to keep breaches of the excise laws and rules, 
and evasion of excise tax, within limits. The existing 
excise system appears to be working quite satisfactorily 
and no radical change appears to be indicated at this 
stage. 


6 . The figures of receipts in respect of excise revenue 
are given in Statement F at the end of this note. These 
have been incorporated in a graph (placed at the end of 
the statement) which shows the trend of the excise 
revenue in Uttar Pradesh from 1939-40 onward. It will 
be seen from this graph that the excise revenue of U. P 
amounted to 1-2 crores in 1939-40, During the next two 
years it rose gradually and attained the figure of a little 
over Rs. 1*5 crores in 1941-42. After that year, which, 
it will be recalled, more or less represented the time 
when prices started shooting up, the increase in excise 
revenue was more rapid. In 1942-43 the two crores 
mark was reached, in 1943-44 the revenue amounted to 
a little over 3 5 crores, in 1944-45 the figure was a little 
less than five crores and in 1945-46 it stood a little high¬ 
er than Rs, 5:7 crores. Thereafter the increase was nei¬ 
ther so rapid nor so certain. The receipts for 1946-47 
amounted to about 6-37 crores. The peak was reached 
in 1947-48 when the total receipts aggregated to 6-74 
crores. Thereafter the figure of actual revenue remain¬ 
ed fluctuating round about an average of Rs. 5-78 crores 
The main reasons for the variations after 1948-49 are 
indicated below : 

i 

1948-49 Rs. 6*08 crores * Decrease due to extension o 

prohibition to Kanpur and 
Unnao districts, 

I 949 " 5 ° Rs* 5 * 4 ° crores , Decrease due to extension of pro¬ 

hibition to the districts of 
Fatehpur and Rae Bareli, and 
to the religious towns of Brinda- 
ban, Rishikesh and Hardawar. 

I 95 °* 5 I R $ - 5'93 crores Increase due to merger of the 

erstwhile States of Tehri-Garh- 
wal, Rampur and Banaras, and 
absorption of enclaves. 

1951-52 Rs. 5* 70 crores . Decrease due to fall in consump¬ 

tion of intoxicant’?. 

1 952“53 R s * 4*^9 crores . Decrease due to lower consump- 
(Revissed) tion of country spirit and hemp 

drugs, 

! 953 _ 54 Rs- 4‘69 crores . Consumption of excise articles is 
(Budget) expected to go down further on 

account of economic depres¬ 
sion. 


7. Generally speaking, no difficulty has been experienc¬ 
ed in the realisation of duty and licence fee in respect 
of excise articles and the arrears in any particular year 
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have been but light. Realisations have generally been to 
the extent of 98 per cent, in each year and no special 
measures for improving realisations have* therefore been 
considered necessary. 

8. As has been stated earlier, a certain amount of 
evasion and avoidance of excise duties does take place 
in U. P. as in all other States. The usual method of 
avoiding duty is by the manufacture and sale of illicit 
liquor and the importation of illicit opium, ganja and 
bhang. It is feared in particular that substantial quanti¬ 
ties of Nepali ganja, and article which grows wild in that 
country, are perhaps being imported into the border 
districts of U. P. Special vigilance in those districts is, 
therefore, being exercised. The detection of excise crimes 
is encouraged by a policy of giving liberal rewards to 
police and excise staff in important cases. 


Section II—Replies to questions bearing on the tax 


Question No. 135(a). 

In regard to State Excise duties and the revenue there¬ 
from, have you any comments or suggestions to make — 

(i) on features of importance connected with the 
system of levy of these duties in different States. 

or 

(ii) on policies involving various degrees of 
relinquishment in certain States of the revenue 
from these duties ? 

Should there, in this context , be uniformity between 
different States ? If so, in what particulars and 
to what extent ? 

[If there are any policies operative in your State which 
involve relinquishment of excise revenue in full or in 
part, please indicate briefly the objects of the policies and 
give any information which may be available in regard 
to the extent to which those objects are being, or are 
likely to be, fulfilled . What is the extent of the revenue 
relinquished ? What is the cost of the administration and 
enforcement of the policies (including the cost of any 
arrangements for educative or other propaganda in the 
context of the implementation of the policies)?] 

The system of levying duty on, and the system of 
effecting sales of, excise articles in all the major States 
appears to be based on the recommendations of the 
Indian Excise Committee, 1905-6, with slight alterations 
made in certain particulars to suit local conditions. The 
system prevailing in U. P. is, therefore, not perhaps 
materially different from the systems prevailing in the 
other major States. Duty on intoxicants is levied at the 
point of manufacture or issue from the distillery or ware¬ 
house. As for the vend of country spirit, opium, and 
hemp drugs, shops are settled under the auction system 
while tari shops are settled both on the auction and the 
tree tax systems while the licence fee on the sale of 
foreign liquor is levied under the surcharge system in 
which the scale of fee increases with the quantity sold. 
This system has been working satisfactorily and is being 
used to produce the maximum amount of revenue with 
the minimum consumption. The State Government have 
no special comments or suggestions to make on the 
system of levy of duties and vend fees. 

In regard to the policy involving relinquishment of 
revenue from excise duty it may be stated that the State 
Government are committed to the policy of total prohibi¬ 
tion which undoubtedly is their ultimate goal. However, 
the sources of revenue, apart from State excises, in the 
sphere of State taxation are so limited in number and so 
inelastic in character, while at the same time the require¬ 
ments of the State for development activities are so large 
that the State Government has had to adopt a via media 
for the time being, so as to restrict the consumption of 
intoxicants as far as possible without at the same time 
causing any drastic fall in revenue. In 1947-48, Govern¬ 
ment introduced prohibition in the seven districts of Etah, 
Mainpuri, Farrukhabad, Banda, Sultanpur, Partapgarh 
and Jaunpur, which together yielded an excise revenue 
amounting to Rs, 49,98,741 in the year immediately pre¬ 
ceding the introduction of prohibition. Next year, in 
1948-49, prohibition was extended to the district of 
Unnao and the industrial district of Kanpur. These two 
districts together had yielded a sum of Rs. 63,34,661 by 
way of excise revenue in the previous year. The policy 
of extending prohibition to a large area was continued 
in the year 1949-50 also during which the districts of 
Rae Bareli and Fatehpur and the religious towns of 
Brindaban, Hardwar and Rishikesh were made dry, in¬ 
volving a loss of Rs. 26,28,734 in excise revenue. With 
the extension of prohibition to these eleven districts and 
the three religious places, the total loss in excise revenue 
was of the order of Rs. 1,40,00,000 and the number of 


persons affected came to about 1,19,00,000. Other meas¬ 
ures taken by Government from the year 1947-48 on¬ 
ward, in furtherance of their policy of restricting con¬ 
sumption of intoxicants are indicated, yearwise, below: 

1947-48 

(i) Closure of excise shops within a 5 mile belt of 
the dry districts ; 

(ii) Closure of cinema bars ; and 

(iii) Reduction in the number of restaurant bat 
licences and cancellation of the licences in res¬ 
pect of bars attached to dance halls and ball 
rooms, 

1950- 51 

(i) Curtailment of hours of sale for all urban excise 
and opium shops. 

(ii) Progressive reduction in the quota of opium 
with a view to abolishing rural consumption of 
opium by March 31, 1959. 

1951- 52 

(i) Doubling of the scale of licence fee for the retail 
vend of foreign liquor. 

In addition to the mesaures indicated above, restric¬ 
tions were also imposed on the quota of country spirit 
for each district, and for each shop and the rates of duty 
on the various excise articles have generally been raised 
progressively as would appear from Statements A to E 
at the end of this note. 

Disparity in the rates of duty on excisable articles 
does encourage inter-State smuggling in the border areas 
and it would be advantageous to have uniform rates in 
all States for the border areas. This would be achieved 
by agreement between the States concerned. 

To start with, when prohibition was introduced in any 
district in U. P., the enforcement of the prohibition 
scheme was entrusted to the excise staff posted in the 
district with such augmentation in its strength as may 
have been considered necessary in view of local condi¬ 
tions. The total yearly expenditure on the excise staff in 
the seven districts in which prohibition was introduced 
in 1947-48 amounted to Rs. 1,62,355 in that year. In 
1948-49 prohibition was extended to the districts of 
Kanpur and Unnao also and the expenditure on enforce¬ 
ment staff went up to Rs. 5,02,823 which further increased 
in the year 1949-50 to Rs. 8,77,353 on the addition of the 
districts of Rae Bareli and Fatehpur and the religious 
towns of Hardwar, Rishikesh and Brindaban to the “dry" 
area. At the end of that year, however, it was decided 
to hand over detection work in respect of prohibition 
crimes in some of the prohibition districts to the police, 
as an experimental measure. As a result of this the extra 
expenditure on the enforcement of prohibition went down 
to Rs. 2,80,024 in the year 1950-51. At the same time, in 
order to make prohibition successful it was considered 
necessary to intensify the educative measure in the 
prohibition areas. In the year 1948-49, therefore, an 
organisation for looking after “Prohibition publicity and 
social uplift’* was brought into being. The cost of this 
organisation amounted to Rs. 1,68,700 in the year 1948-49. 
The cost of the organisation in the succeeding years has 
also been about the same. 

Question No. 135(b). 

Is there proper co-ordination between the levy of 
Central excise on medicinal and toilet preparations con¬ 
taining alcohol, etc., and of State excise on alcoholic 
liquors ? If not, what steps would you suggest to ensure 
adequate co-ordination ? 

[A. To what extent, in your State, do the rates of levy 
on alcoholic liquors differ from those on medicinal and 
toilet preparations containing alcohol ? Is there an in¬ 
creasing tendency to put alcohol liquors on the market in 
the guise of medicinal preparations ? 

B. Have you any comments, from the point of view of 
the revenues or policies of your State, on the proposal of 
the Central Government to enact a law for the levy of 
uniform rates of excise duty on medicinal preparations, 
etc. ?] 

(A) The usual rate of duty on rectified spirit, meant for 
potable purposes, at present is Rs. 60 per L. P. gallon. 
However, with a view to giving fillip to the pharmaceuti¬ 
cal industry engaged in the preparation of alcoholic 
medicines, drugs, chemical, and toilet goods a conces¬ 
sional rate of Rs. 5 per L. P. gallon has been fixed for 
spirit meant for medicinal preparations of undeniable 
therapeutic value. Spirit meant for the manufacture of 
medicines which could be used for purposes other than 
medicinal is also subject to a concessional rate of duty, 
viz., Rs. 17-8 per gallon as against Rs, 5 per gallon on 
spirit meant for medicinal preparations of undeniable 
therapeutic value. The concessional rate of Rs. 17-8 per 
U. P. gallon also allowed on spirit meant for the manu¬ 
facture of toilet preparations. 



The concessional rate of duty in respect of spirit meant 
for medicinal preparations has undoubtedly led to an 
increasing tendency, particularly in the “dry” areas of 
the State, to put alcoholic liquor on the market in the 
guise of medicinal preparations. It is feared that a sub¬ 
stantial amount is lost to the State in the shape of 
excise duty on so-called medicinal preparations which 
are being used as intoxicants. The State Government 
have given anxious thought to this problem but have not 
been able so far to devise a system for checking such 
misuse. 


(B) Before the coming into effect of the Constitution 
of India, the State Governments had power to levy 
excise duties on alcohol meant for the manufacture of 
medicines or toilet preparations. With the enactment of 
the Constitution, however, this power vests in the Go vern¬ 
ment of India and the State Governments are no longer 
competent to effect any variations in the rates of duty. 
The normal rates of duty on alcohol are bound to vary 
between rather wide margins from State to State and 


consequently if a uniform rate of excise duty on alcohol 
meant for the manufacture of medicines, etc., was fixed 
by the Government of India, the difference between that 
rate and the normal rate of duty would vary from State 
to State. The incentive for the misuse of med-cinal pre¬ 
parations would also vary from State to State and would 
be highest in the State which levied the highest rate of 
duty on alcohol meant for potable purpose. It follows, 
therefore, that if a uniform rate of excise is fixed by 
the Government of India in regard to alchohol meant 
for medicinal preparations the States would be hampered 
in their discretion to increase the excise duty on alcohol 
meant for potable purposes also. At the same time they 
would be powerless to stop or even to reduce the misuse 
of alcohol for medicines by increasing the rate of duty 
on alcohol meant for the manufacture of such prepara¬ 
tions. The State Government are there!ore definitely of 
the view that power to vary the rates of duty in respect 
oi alcohol meant for medicinal preparations etc., should 
be left with the State Governments. 

Section III —No Comments 



STATEMENT G 


Statement showing the revenue derived from Tari in the Stale of U. P. from 1946-47 t° I 953"54 




Tree tax 



Tax per 

tree 

Sucrharge 

per tree 

Year 


area 
(Licence 
fees & duty) 
Rs. 

tj liier 
receipts 

Rs. 


Tar 

Khajur 

Tar 

Khajur Section of the Act under 
which duty is imposed 

1946-47 



10,00,000 

H. D. area 
L. D. area 

, 5 11 0 

12 b 0 

4 11 0 
4 11 0 

2120 

Do. 

0 15 0 

Do. 

1947- 48 . 

1948- 49 . 


. 12,00,000 

. 16,50,000 

10,00,000 

7,00,000 


iB 13 O 

14 14 0 

560 

Do. 

3 5° 

Do. 

i 1 0 Section 46 of U. P. Excise 

Act IV of 1910. 

Do. 

1949-50 . 


. 14,00,000 

6,00,000 


Do. 

Do. 

Do. 

Do. 

1950-5 1 • 

* 

. 15,00,000 

6,50,000 


Do. 

Do. 

Do. 

Do. 

1951-52 . 

« 

. 13,50,000 

8,00,000 


Do. 

Do. 

Do. 

Do. 

1952-53 • 

* 

. 14,00,000 

10,00,000 


Do. 

Do. 

Do. 

Do. 

1953-54 • 

* 

* 14,00,000 

10,00,000 


Do. 

Do. 

Do* 

Do, 
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STATEMENT D 

Statement showing the revenue derived from Foreign Liquors {both Indian made foreign liquor and imported foreign Liquor) in V, P, torom 1946-47 to 

1953-54 







Rate 

of duty 





Year 


Duty (Wines, 
spirits and 

Berr) 

Licence fees 
(Wines, spirits 
and Beer) 

I.M.F.S. per 
L. P. gallon 

I.M.F.B. per 
Bulk gallon 

Section of the 
which duty is 

Act under 
imposed 




Rs, 

Rs. 

Rs. 

Rs. 




1946-47 



34,40,000 

10,96,000 

40 

0 12 

9 



1947-48 


• 

4°,25,000 

8,00,000 

40 

Do. 




1948-49 



. 52,22,000 

8,64,000 

40 

Do. 


Section 29 of the U. P. 
Excise Act IV 7 of 1910, 

1949-50 

- 


. 30,27,000 

6,65,000 

40 

Do. 




1950-51 

• 


30,05,000 

8,17,000 

60 

Do. 




1951-52 

* 

• 

. 40,00,500 

7,68,000 

60 

Do. 




/ 

1952-53 

• 

* 

1 3 > 9 °° 

7,20,000 

60 

Do. 




1953-54 

* 

• 

38,00,200 

6,50,000 

60 

Do. 
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Year 


Duty 

Rs. 

Licence fees 
Rs. 

Issue price per 
seer inclusive 
of duty 

Section of the 
which duty 

Act under 
is imposed 

1946-47 . 


. 


36,48,000 

17,00,000 

195 0 

0 



1947-48 . 


• 


41,00,000 

27,54,000 

200 8 

0 

Section 5 of the Opium 
Act I of 1878. 

1948-49 * 


• 


34,00,000 

31,00,000 

240 0 

0 



1949-50 . 




31,00,000 

22,00,000 

240 0 

0 



1950-51 


• 


38,00,000 

23,00,000 

240 7 

0 



1951-52 . 


♦ 


36,27,000 

38,00,000 

JO 

CO 

0 

0 

0 



1952-53 * 




30,00,000 

31,00,000 

0 

0 

CO 

ct 

0 



1953-54 • 




28,38,500 * 

25 * 35,000 

280 O 

0 
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Statement showing total 

Excise revenue and expenditure with percentage from 1946-47 to 1953-54 






Year 


Expenditure 

Rs. 


Revenue 

Rs. Percentage 

1946-47 . 

• 



• 


I 1,20,100 


6,37,22,700 

i *7 

1947-48 . 




* 


14,00,500 


6,74,46,100 

2*0 

1948-49 . 

* 


. 



18,26,900 


6*07,76,900 

3 *o 

1949-50 • 



* 


* 

25 , 51,900 


5,40,29,900 

4*7 

1950-51 . 



♦ 



20,05,900 


5 > 92 , 74 > 2 °° 

3*4 

' 95 1 -52 



. 



19,66,500 


5,70,22,300 

3‘4 

952-53 (Revised) 



* 



i 9 - 93 > 7 <*> 


4 * 89 , 09,900 

4 *o 

1953-54 (Budget) 



. 


. 

20,79,400 


4,69,30,300 

4*4 
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STAMP DUTY 

Section I— Factual Background 

1. The Indian Stamp Act, 1899, for the first time 
consolidated the law relating to stamp duties chargeable 
on documents by which any right or liability is created, 
transferred, limited, extended, extinguished or recorded. 
The main idea behind the levy of the duty was to raise 
revenue for the States. The duty is payable before, or 
at the time of, the execution of a document ; and it is 
for the person executing a document to ascertain the 
stamp duty and get the document stamped accordingly. 
Any deficiency in the amount of the duty has to be 
made good if the document not duly stamped is later 
produced before, and impounded by, a public officer of 
the prescribed status. 

2. The amending Act passed by the State have left 
the main features of the law unaffected. 

3. The rates of stamp duty prescribed under the Act 
of 1899 remained in force until 1923, Thereafter the rates 
were increased once in 1923 and again in 1932 and the 
increased rates remained in force for two years in each 
case. The rates laid down in 1936, however, were not 
intended to be of temporary application, and later legis¬ 
lation in 1943 and 1952 has advanced the rates on many 
items. The general effect of these measures has been a 
fairly steady rise in the revenue from stamp duties which 
has, however, been offset to some extent by the fortuitous 
fall in land litigation during the last few years because 
of impending zamindari abolition legislation. Exemp¬ 
tions from stamp duty have been granted in recent years 
in respect of land gifts under the Bhoodan scheme and to 
displaced persons in connection with the allotment of 
residential quarters and the grant of loans, A full list 
of exemptions from stamp duty is contained in Appen¬ 
dices C.I and C.II of the U. P. Stamp Manual. 

4. The Secretary to Government in the Finance Depart¬ 
ment is the administrative head at the Secretariat level, 
while the Board of Revenue through its Junior Secretary 
supervises the administration of stamp law in the State. 
An ex-officio District Stamp Officer under the control of 
the Collector is responsible for the administration of the 
law in each district. 

Stamp duty is payable before or at the time of exe¬ 
cution of an instrument, and it is therefore the duty of 
the person executing the document to ascertain the 
proper stamp duty payable. If the advice of the Collector 
is sought under section 31 of the Act, the Collector 
assesses the duty on the instrument, Before registration 
of a document parties can also seek informally the advice 
of Sub-Registrars regarding stamp duty. But the authori¬ 
tative decision is that of the Collector. Provision, there¬ 
fore, exists in the Act whereby parties can always get 
the stamp duty adjudicated by the Collector to avoid any 
future risk of the instrument being declared as not duly 
stamped. 

Once the Collector has adjudicated as to a deed and 
endorsed it under sections 31-32 of the Act, his decision 
cannot be appealed against by the parties, or interfered 
with by higher authorities. A party can, however, go in 
revision to the Board against the order of a Collector 
passed under section 40 of the Act. Such a revision can 
be filed under section 56 (1) of the Act. Parties can also 
claim a refund of any excess duty paid as well as of any 
penalty wrongly levied under section 45. 

As already explained, stamp duty is not collected like 
other taxes on the presentation of demands. Parties exe¬ 
cuting documents have to stamp the documents before, 
or at the time of, execution and the duty is therefore paid 
without any demand. But if a Sub-Registrar, Collector 
or a Court finds that a document is under-stamped or 
unstamped the deficiency and the penalty, if any, are 
realised from the party, if necessary through the agency 
of the tahsil staff. Arrears are collected in extreme cases 
as “arrears of land revenue” by distress warrant and sale 
of moveable poperty —(vide section 48). 

5. The following table shows the cost of administra¬ 
tion, i.e., the cost of establishment and superintendence, 
cost of stamps "and the cost of collection, as compared 
with receipts : 



Year 

Cost of 
Adminis¬ 
tration 

Cost of 
Stamps 

Cost of 
collection 

Total 

Receipts 

1946.47 

. 

7,806 

59.838 

52,166 

70,17,274 

1947-48 

. 

9.829 

87.372 

53.690 

68,82,077 

£948-49 


11,117 

75 . > 5 ° 

53,203 

68,58,906 

1949-50 

. 

11,126 

1 , 25,938 

74,942 

66,18,289 

1950-51 


17,456 

78,265 

58,390 

69.37.318 

1951-52 


22,700 

1,06,854 

62,157 

72,68,981 

I 952'53 (Estimated) 

15,600 

90,000 

65,000 

66,78,000 

* 953-54 

(Estimated) 

17,000 

95,000 

62,000 

86,40,00 


The stamp duty is not collected in the usual sequence 
of a demand and a realization. Persons executing docu¬ 
ments have to pay the duty of their own accord. Un¬ 
stamped or insufficiently stamped instrumets are 
impounded when produced before specified public func¬ 
tionaries. The usual problems of tax collection are, there- t 
fore, non-existent in relation to this duty. Except for the 
general objection to all taxation, the payer of this duty 
has little cause for complaint against the charging of 
the duty. 

6. The total receipts from stamp duty from 1946-47 to 
1953-54 are shown below : 


1946-47 . 

Year 




Receipts in 
lakhs of 
rupees 

70 

1947-48 . 


* 



69 

1948-49 . 

* 




69 

1949-50 • 





66 

1950-51 . 

* » 




69 

1951-52 ■ 

• 




73 

i 952’53 (Revised) 





c 7 

l 953"54 (Budget) 
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Except for the years 1947-48, 1948-49 and 1949-50, the 
receipts showed a rising trend. The slight fall during the 
triennium (1947-50) was caused by the fact that due to 
the then impending scheme for the abolition of zamindari, 
transactions such as sales, mortgages, etc., of agricul¬ 
tural land were held up or postponed by the parties con¬ 
cerned. 

7. As already explained above, stamp duty is payable 
at the time of execution of a deed. It is not payable in 
instalments, and so there is no question of arrears. Stamp 
duty found deficient on documents produced in courts 
and offices is subsequently realised, with penalty, through 
the agency of the Court staff or, failing that, through the 
Collector of the district. The Inspecting agency in the 
course of their inspections of the records detect defi¬ 
ciencies, which are realised, if necessary, by distress and 
sale of movable property, (vide section 48 of the Stamp 
Act). The following table shows the deficiencies detected, 
realised and pending for realisation at the end of each 
year : 


Year 

Deficiencies 
detected (in¬ 
cluding 
pending 
amounts 
of previ¬ 
ous years) 

Amount 

realised 

Amount 
pending for 
realisation 

1946-47 

44,386 

28,954 

•5,432 

1947-48 

39.983 

33.236 

6,747 

1948-49 ■ 

58,778 

46.554 

12,324 

• 949 - 5 ° 

90,372 

84,097 

6,275 

1950-51 

84,444 

82,097 

2,347 

• 951-52 

1,92,612 

1,91,130 

1,482 

• 952-53 - 

1,78,470 

1.76.383 

2,087 


8. In many cases it is open to a person to effect a 
transaction without creating any instrument at all and 
thus to avoid stamp duty. This constitutes a kind of 
avoidance to which there is no legal bar. The Stamp law 
itself does not force a person to reduce a transaction into 
writing. Several transactions, such as sale of movables 
and taking of petty loans, can be carried out without 
executing documents, which would be chargeable with 
duty. Illegal evasion is practised through non-payment 
of stamp duty or payment of insufficient duty on docu¬ 
ments which are not produced for registration, and never 
filed in a court or before a public officer. Evasion of this 
type is difficult to defect. Documents executed and filed 
in Banks, Insurance Companies, Commercial Firms and 
Factories, are often unstamped or insufficiently stamped 
and these too cannot be detected unless filed in courts. 

There is a general tendency among the public not to 
set forth in the documents relating to immovable pro¬ 
perty, the correct market value of the property trans¬ 
ferred by way of gift, settlement or trust. The Indian 
Taxation Enquiry Committee had pointed out in 1925 
that the provision in the Act requiring a party to “set- 
forth” the value had led to gross under-valuation of the 
properties concerned ; and as a result of the committee’s 
recommendations, the words “setforth” were deleted in 
this State from articles 12 (Award), 33 (Gift). 58 (Settle¬ 
ment) and 64 (Trust) by the U. P. Stamp (Amendment) 
Act, 1936 to enable the adjudicating authority to get the 
value verified for determining the stamp duty, 


83—1 T. E. Com. (N. D.)/55. 
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The extent of the loss of revenue from evasion and 
avoidance of stamp duty cannot be determined* 

The question of devising a method tor ascertaining the. 
correct value of houses and gardens is under considera¬ 
tion. 

Section II— Replies to Questions bearing on the tax 
Question No. 162. 

Under the Constitution — 

(1) the Union is empowered to fix the rates of stamp 
duties in respect of bills of exchange, cheques, 
promissory notes, bills of lading, letters of credit, 
policies of insurance, transfer of shares, deben¬ 
tures, proxies and reecipts, and 

(2) the States are empowered to fix the rates of all 
other stamp duties. 

As regards both (1) and (2), have you any sugges¬ 
tions to make for the levy of a stamp duty 
where it is not already levied , or for an increase 
or decrease of the present rates where a stamp 
duty already exists ? Please give reasons for 
your suggestions. Are there any general princi¬ 
ples which you would propose for adoption in 
regard to the fixation of rates of stamp duties ? 

As regards (2), since the rates vary from State to 
State , what degree of uniformity do you consider 
desirable and feasible, and how do you propose 
to achieve it ? 

If possible, please estimate the net effect of your 
proposals on the revenues of States* 

(On what categories of documents or transactions is 
revenue from stamp duties principally realised in your 
State ?) 

The schedules to the Stamp Act have become almost 
exhaustive and instruments which do not fall under 
any of the other Articles of the Schedules are often 
chargeable as Agreements under the residuary Article 
5 (c). 

1. In regard to the items for which the States are 
empowered to fix the rates, the rates have been increased 
in this State from November 1, 1952, after taking into 
account its financial needs and the rates prevailing in 
Madras, Bihar, Bombay and Madhya Pradesh. 

2. In respect of the items under the control of the 
Union Government, following suggestions are made to 
increase duty on certain items : 

(a) Receipt.—' A stamp duty of one anna is payable on 
a receipt for an amount exceeding Rs. 20. This duty has 
remained unchanged since 1899, It may be brought on a 
par with pronotes (Article 49) as follows : 

When the amount or value exceeds Rs. 20 but does 

not exceed Rs. 250 .... One anna. 

When the amount or value exceed Rs. 250 but docs 

not exceed Rs. 1,000 .... Two annas. 

In any other case. .... Four annas. 

A large number of transactions involving sale of goods 
and other movables takes place merely on the basis of 
receipts, accompanied by delivery of possessions, without 
stamped deeds of conveyance, to avoid stamp duty. In 
the circumstances the small incerase suggested seem to 
be justified. 

"(b) Cheques. —A stamp duty of one anna was payable 
on a cheque irrespective of amount under Article 21 of 
the Stamp Act. This was abolished from July 1, 1927, by 
the Indian Finance Act, 1927. The duty of one anna on 
cheques may be revived. 

With the progress of trade, industry and banking, the 
use of cheques by the community is on the increase. 
The reasons which led to the abolition of the 
Stamp duty on cheques do not hold good any 
longer and it would appear to be desirable to revive the 
duty- The drawees would not feel the burden, but the 
aggregate revenue would not be inconsiderable. 

(c) Bill of exchange payable on demand .—The stamp 
duty of one anna chargeable under Article 13 (a) was 
abolished by the Indian Finance Act, 1927. A demand 
Draft drawn by a Bank on its branch payable on demand 
is exempt from stamp duty by virtue of the abolition of 
duty. It is suggested that for the reasons advanced above, 
the duty of one anna may be revived in this case also. 

The net effect of the above proposals on the revenues 
of the State is estimated to be an increase of between 10 
to 15 lakhs every year. 


The fixation of the rates of stamp duty should follow 
broadly the principle of progressive taxation which 
relates the tax burden to the tax-payer's capacity to bear 
it. Transactions may for this purpose be classed into (1) 
higher value transactions where the value of the right or 
liability is relatively high in monetary terms and (2) 
transactions such as entry as an advocate or attorney 
on the roll of a high court. In both the cases the capacity 
of the person executing the dutiable document is un¬ 
questionably such as to enable him to pay the higher 
duty fixed. Transactions of common occurrence should 
be chargeable with a nominal duty only. 

The rates of stamp duty fixed in the different States 
are a result of the economic and social conditions pre¬ 
valent in each State for a number of decades. In the 
context, moreover, of the Five-Year Plan, the financial 
needs of the various States require that the problem 
of resources should be tackled by each State in its oWn 
way. Viewed in this perspective, the concept of uni¬ 
formity in rates loses its significance as a practical pro¬ 
position. 

Stamp revenue is realised in this State principally from 
documents such as Sale Deeds of immovable property, 
and Deeds of Gifts, Settlements, and Trusts, and Bonds 
either under Article 15 or Article 23 of the Act. Thu 
U. P. Tenancy Act of 1939 introduced for the first time a 
provision that leases of less than rupees one hundred in 
value may be attested by a revenue official instead of 
being registered under the Indian Registration Act. This 
provision reduced the number of stamped and registered 
leases by about 50 per cent. With the enforcement of the 
Zamindari Abolition Act, which has disallowed leases 
of agricultural land altogether, (except by minors and 
certain other disabled persons) the stamp revenue from 
leases has been lost almost completely. 

Question No. 163 , 

Certain States (e.g., Bombay ), levy stamp duties on 
transactions in forward markets , What is your view 
regarding the complaint that these duties have tended to 
affect the business in these markets, particularly that of 
the middle class traders ? If you consider that the levy 
of stainp duty on transactions in these markets is a 
suitable and potentially important means of securing 
revenue, what administrative and other measures would 
you suggest for the efficient collection of such duties ? 
Alternatively, in place of stamp duties, would you sug¬ 
gest some other form of taxation of transactions in stock 
exchanges and futures markets ? If so, please elaborate 
your suggestion . 

(A. If there is a stamp duty on transactions in forward 
markets in your State, please describe briefly the present 
position with special reference to rates, collection and 
evasion. 

B. Is any tax other than stamp duties levied in your 
State on transactions in forward markets ? Is it in addi¬ 
tion to or in place of stamp duties ? Please give a brief 
description of the tax with special reference to rates, 
collection and evasion. 

C. In respect of both A and B what has been the 
effect of the taxes on business in the forward markets ?) 

No stamp duty is levied on forward markets in this 
State. This duty is being levied only in the State of 
Bombay, and that too on transactions relating to sale 
and purchase of cotton and bullion. 

The rate of duty on such transactions is nominal. 

This duty may be source of revenue to the State even 
though it may not be a potentially important means of 
securing it. The desirability of leving this duty in this 
State is under consideration. 

The only tax on these transactions levied in this State 
is the Sales Tax. It is, however, quite a separate tax, 
and is neither in addition to, nor in place of, stamp duty. 
Other relevant details regarding the realisation of Sales 
Tax on forward contracts are to be found in the reply 
to Question Number 125 of the Questionnaire. 

Question No, 164 . 

In this country, the stamp duty is ordinarily a tax on 
documents which constitute evidence of legal rights , 
There are, however, certain taxes, such as the entertain¬ 
ments tax , which are sometimes collected in the form of 
stamps, and suggestions have been made that this system 
may be appropriately extended to the collection of taxes 
on the sale of goods or on other transactions. Do you 
agree with this view ? If so, to what taxes would you 
extend the scheme ? 

(Are there any specific taxes in your State which, for 
convenience of collection, are recovered in the form of 
stamps ? If so, please state what they are and describe 
the procedure followed in regard to the collection of the 
taxes.) 
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Stamp duty is collected in stamps and experience has 
shown that this is a convenient system. Entertainment 
tax too is partly collected in stamps and partly in cash. 
Special stamps have been designed for the purpose. The 
system cannot, however, be extended to Sales Tax. As 
it is, under the U. P. Sales Tax Act, a dealer has a lia¬ 
bility to pay Sales Tax to the State in respect of the 
commodities which are liable to tax. It is not incumbent 
on the dealer to charge Sales Tax as such from the con¬ 
sumers. It is, however, open to him to get himself regis¬ 
tered with the assessing authority, and then to pass on 
the tax to his consumers. In that case alone, it is neces¬ 
sary for him to issue a cash memo for showing therein 
Sales Tax as a separate item. In the system as it is in 
force, the entire amount of Sales Tax cannot be realised 
through stamps. The normal rate of Sales Tax is 3 pies 
per rupee in respect of commodities which are subject to 
multiple point tax, and 6 pies or 9 pies per rupee in 
respect of certain others which are subject to single point 
taxation. To ensure proper realisation of sales tax 
through stamps, in cases where cash memos are actually 
issued, it would, therefore, be necessary to have stamps 
of various denominations, leading to much inconvenience 
to the dealers and the Sales Tax staff. 

Registration fees can, however, conveniently be collec¬ 
ted in stamps at the time of registration of documents. 

Apart from stamp duty the following taxes and fees 
are collected in stamps in this State : 

(1) Court fees. 

(2) Process fees. 

(3) Copying fees, 

(4) Fees for the inspection of records. 

(5) Entertainment tax. 

(6) Arms Licence fee. 

(7) Licence and Registration fees under Motor 
Vehicles Act. 

The above taxes are collected in stamps. The advan¬ 
tages of collection of taxes and duties in stamps are the' 
following : 

(1) Collection in stamps pre-supposes pre-payment, 
and there is little question of arrears. 

(2) It greatly obviates risk of embezzlements and 
misappropriation of Government money. 

It is sometimes suggested that collection through 
stamps involves extra expenditure in the shape of cost 
of paper and printing. This cost is however insignificant 
compared to the relative immunity it affords against 
frauds and embezzlements. 

Question No, 165, 

What are the more common methods of evasion or 
avoidance of payment of stamp duty ? What means of 
prevention mould you suggest ? 

This question has been dealt with in some detail in 
section I of the memorandum. However the position is 
explained below once again : 

Payment of proper stamp duty is evaded or avoided : — 

(1) out of ignorance of the provisions of law ; 

(2) intentionally, in the hope that the non-payment 
of duty or the under-stamping will never be 
detected ; 

(3) under-valuing the property in deeds of gifts, 
settlements and trusts etc,, where duty is pay¬ 
able ad valorem on the market value ; 

(4) wrong adjudication by Collectors. 

Following suggestions are offered to prevent such eva¬ 
sions : 

(I) Each State should frame clear rules for correctly 
assessing the market value of immovable pro¬ 
perty, particularly in respect of houses, gardens, 
plots of land for housing purposes, in urban 
areas. Such a proposal is already under the 
consideration of the Board of Revenue of this 
State. 

(II) It would prevent evasion if banks, insurance 
companies, registered firms and factories, etc., 
are declared as Public Offices for purposes of 
inspecting records and documents with a view 
to checking documents which are generally be¬ 
lieved to be unstamped or under-stamped and 
are never detected by Inspecting Officers, who 
under the existing arrangement cannot inspect 
the records of these concerns. 


(Ill) States which do not have an Inspecting agency, 
should provide for such an agency for checking 
stamp duty on documents in courts and offices. 
This would prevent insufficiently stamped docu¬ 
ments going unnoticed. This State has such an 
agency consisting of a Chief Inspector of Stamps, 
seven Inspectors of Stamps and two Special 
Stamp Officers. 

Section III —No Comments 

COURT FEES 

Section I— Factual Background 

1. The Court Fees Act, as its name imports, is an 
Act passed primarily for the purpose of prescribing the 
fees which are to be paid in respect of documents to be 
used in Courts. Provision has also been made in the 
schedules to the Act for the payment of Stamp Fees in 
respect of documents to be used in certain offices other 
than the Courts. The Act has no preamable whereby its 
purpose can be ascertained, but there can be no doubt 
that one of its purposes is to levy fees for services to be 
rendered by the courts and public officers. The Privy 
Council too in one of its judgments observed that the 
Court Fees Act was passed in order to secure revenues 
for the State. Other judicial interpretations also exist 
to the effect that the Act is a fiscal enactment having 
for its primary object the raising of revenue for the 
State. 

After the Devolution Act of 1920, almost every State 
has made amendments to the Act, and considerable 
variations therefore, exist in the legislation on the sub¬ 
ject as applicable to the various States, Many of the 
defects in the main Act have been removed by such 
Amendments. 

The Act not only prescribes the scale of fees but also 
provides how those fees are to be determined and paid.. 

The Finance Secretary to Government, is the Head of 
the Stamps and Court Fees Department at the Secre¬ 
tariat level. 

2. The Board of-Revenue, as the Chief Controlling 
Revenue Authority, exercise general power of supervision 
and control over the administration of the Act. The 
Junior Secretary, Board of Revenue, who is also the 
Chief Inspector of Stamp, is in immediate executive 
charge of the Department, and functions on behalf of the 
Board in the day to day administration of the Act and 
the collection of the revenue. He has under him seven 
Inspectors* and two temporary Special Stamp Officers 
who carry out inspections under his guidance and super¬ 
vision. 

Assessment .—There is no provision in the Court Fees 
Act under which a party can ascertain from any official 
authority the proper fee payable in a case. But generally 
the court staffs guide the litigants and their counsel in 
this matter. 

Appeal and Revision .—A special provision has been 
made in this State for appeals and revisions, by adding 
two new sections, 6-A and 6-B, to the Act, through IT. P 
Court Fees (Amendment) Act, 1938 (Act No. XIX of 


Any person called upon to make good u deficiency in 
the court-fee paid can appeal against such other to the 
appellate court under section 6-A, in the same way as 
appeals can be filed under section 104 of the Code of 
Civil Procedure. 

The newly added section 6-B confers upon the Chief 
Inspector of Stamps the right of filing a revision, if a 
Court’s order regarding sufficiency of court-fee is at 
variance with the opinion of an Inspecting Officer. 

Full advantage has been taken of these provisions by 
the public as well as by the authorities. 

Collection .—The court-fee is paid by the litigant at the 
time of filing a document. No document unless properly 
stamped can be accepted, recorded or exhibited in any 
court or office. The Act therefore enjoins pre-payment 
of the fees. There is no special agency for its collec¬ 
tion. Deficiencies detected are, however, made good by 
recoveries through the courts of offices concerned. 

3. The Court Fees Act, 1870, was amended in its 
application to Uttar Pradesh by the following Amending 
Acts in recent years : 

(1) U. P. Court Fees (Amendment) Act, 1936. (Act 
No. II). 

(2) U. P Court Fees (Amendment) Act, 1938, (Act 

JNO, XIX). 

(3) U. P. Court Fees (Amendment) Act, 1943, (Ad 
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(4) U. P. Court Pees (Amendment) Act* 1943, (Act 
No. VIII). 

(5) U. P. Court Fees (Amendment) Act, 1944, (Act 
No. V), 

( 6 ) U. P. Court Fees (Amendment) Act, 1948, (Act 
No, XIV). 

(7) U. P. Court Fees (Amendment) Act, 1952, (Act 
No. XXV). 

These Amending Acts were mostly concerned with 
revising and increasing the rates of fees. The only 
Amending Act which made changes in the body of the 
Act, was the U, P. Court Fees (Amending) Act, 1938. This 
Act clarified, and enlarged the scope of section 7, which 
is the most important section in the Act. 

The latest Amending Act of 1952 effected an important 
improvement. It brought about the rounding of fees, 
which as a result of previous amendments had often 
worked out to odd fractions of a rupee. Such fees have 
been now rounded off to the next higher Quarter of a 
rupee, i.e. f annas 4, 8 , 12 or a whole rupee. This was done 
for the sake of convenience in the printing, stocking and 
accounting of the stamps, and for facility to the public 
in the matter of assessing fees. 

4. The rates of court-fees prescribed under the Act of 
1870, have been revised and increased from time to time 
in this State by the Amending Acts mentioned above, in 
order to secure more revenues for the State to meet its 
financial commitments. Court Fees receipts have as a 
result increased from year to year (except for one or 
two intermediate years) as shown in the table below ; 



(Rupees 

in lakhs) 

1946-47 

. » 

1,43 

1947-48 


i ,49 

1948-49 


1,65 

1 949 - 5 ° 


1,61 

1950-51 

. 

b 74 

1951-52 . . 


1,61 

1 952-53 (Estimated) 

* * ♦ • 


1953-54 (Estimated) 

• 

1,69 


Exemptions. —No large scale exemptions in respect of 
payment of court-fees have been granted in recent years. 
Special exemptions not involving heavy concessions have, 
however, been granted in respect of applications filed 
under special enactments relating to Rent Control, Food 
Grains Distributions, etc., and in respect of certain 
applications filed by Political Sufferers. 

5. The following table shows the cost of administration 
and the cost of collection as compared to the receipts. 


Year 


Cost of Ad¬ 
ministration 

Cost of col¬ 
lection 

Receipts 

1946-47 


24,867 

1.57,765 

1 * 42 , 77)397 

1947-48 


29,025 

1,91,544 

1,48,86,552 

1948-49 


33*214 

1,75,856 

1,85,15,716 

1949-50 


33*247 

1,72,215 

1*80,52,955 

> 95 °' 5 t 


38,958 

1,88,504 

1 * 74 ) 32,797 

• 95 t -52 


45*397 

1,86,071 

1,61,02,739 

1952-53 (Estimated) 

46,700 

1,76,200 

1,71,22,000 

1 953"54 (Estimated) 

51,400 

1,86,200 

1,68,60,000 


Efficiency in the administration of the Act is being 
fully maintained. As an additional measure for maximis¬ 
ing collection of the revenue two Special Stamp Officers 
have been appointed in this State for making intensive 
inspections of selected offices. 

6 . Column 4 of the Table above shows the receipts 
from court-fees during the years 1946-47 to 1953-54. 


The receipts have registered a steady rise except dur¬ 
ing one or two years. The receipts would have been 
larger but for the facts that, with the abolition of zamin. 
dari suits of high valuation are becoming less in number 
and that the establishment of Panchayats Courts, where 
no court-fees is payable, has resulted in a virtual exemp¬ 
tion in respect of many applications and documents filed 
by rural litigants. 

7. Since Court-fee is payable in full at the time of 
presenting a document and not in instalments, there is 
no question of collecting arrears. Deficiencies in payment, 
if any, detected subsequently are required to be made 
good, without which the application or plaint or other 
document will not be acted upon. Such deficiencies are 
mostly paid up at once by the parties. The detection 
of deficiencies is done by the Court staff or by the 
Inspecting staff. The table below shows the deficiencies 
detected, realised and pending for realisation during the 
period 1946-47 to 1952-53. 


Deficiencies 
detected 
during the 

Year year (plus) pre- Realised Pending for 

vious years realisation 

amount 
pending for 


realisation. 

1946-47 

88,773 

57,908 

30,865 

1947-48 

79,965 

66,473 

1 3*492 

1948-49 

1,17,556 

93,103 

24,453 

1949-50 

1 , 80,734 

1 , 68,194 

12,540 

1950-51 

1 , 68,888 

1,64,193 

4,895 

1951-52 

• 3 , 85,223 

3 , 82,262 

2,961 

1952-53 

■ 3,56,940 

3,52,768 

4)02 

8. Evasion or avoidance of 
occurs in the following cases : 

payment of 

Court-fee 


(1) The court staff, may out of ignorance of the correct 
provisions of law, accept a document which does not 
bear court-fees of the required amount. 

(2) In a suit where court-fee is payable ad valorem on 
the market value of immovable property, the parties 
often under-estimate the value. It is not possible for the 
courts to issue commissions for verifying the proper 
value in each and every case, and the State loses some 
revenue in this way. 

The Inspector and Special Stamp Officer who go round 
inspecting records in courts and offices keep on instruct¬ 
ing the court staffs in court-fee matters and export them 
to be vigilant in realising proper court-fee. 

As regards the under valuation of property by litigants 
Board of Revenue are considering the framing of suitable 
rules for correctly ascertaining the market value of im¬ 
movable property, particularly houses and gardens, etc., 
in urban areas. 

It is difficult to estimate the loss that the State Govern¬ 
ment is being put to on account of evasion and avoidance 
of the payment of proper fees. But it is probably not 
larger than Rs. 10 or 12 lakhs. There is, however, no 
precise data regarding the amount of Court-fee the pay¬ 
ment of which is being evaded. 

Section II— Replies to Questions bearing on the tax 

Question No. 166. 

The rates of court-fees differ from State to State , To 
what extent do you consider uniformity in the rates 
desirable and feasible ? 

(How do receipts from Court-Fees in your State com¬ 
pare with expenditure on the judiciary ?) 

Uniformity in the rates of court-fees in the different 
States of the Union may be a desirable ideal ; but it is 
not a practical proposition. 

The condition in the various States are different and 
each State should, within the framework of the powers 
conferred upon it by the Constitution be free to deter¬ 
mine the manner in which it is going to raise the resour¬ 
ces required for State administration and development. 

The rates of taxation in each State are a matter of 
historical development and any changes in them merely 
to secure uniformity would have an unsettling effect on 
current financial arrangements without any offsetting 
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advantages. The concept of uniformity may be useful 
in the abstract but if it fails to fit in with the economic 
realities of the present situation it must obviously be 
ruled out as unpractical. 


The table below shows the receipts from court-fees as 
compared with the expenditure on the judiciary of the 
State. 


Year 


Receipts 
from court 
fees 

Expenditure 
on the judi¬ 
ciary 

1946-47 


(Rupees in lakhs) 
143 IOI 

1947.48 


149 

IOI 

1948-49 


165 

ll 5 

1949-50 


161 

129 

1950-51 


174 


1951-52 


. 161 

136 

1952-53 (Estimated) 


171 

r 43 

1 953*54 (Estimated) 


169 

148 


The above table shows that the receipts from court-fees 
have always been slightly more than the expenditure 
incurred by the State in maintaining the Judiciary. It 
may, however, be mentioned that this “expenditure on 
the Judiciary” does not include the cost of magisterial 
courts and all courts of special jurisdiction, the expenctu 
ture on which is very substantial. 

Question No. 167. 

Have you any suggestions to make regarding the 
Schedules to the Indian Court Fees Act and the rules of 
leave thereunder ? 

The rates of court-fees in the Schedules appended to 
the Act have been recently revised in this State by the 
U. P. Court Fees (Amendment) Act, 1952 (Act No. XXV 
of 1952). All fees containing odd fractions of a Rupee 
have, by the above Amending Act, been rounded off to 
the next higher quarter of a Rupee. No further revision 
of the rates in the Schedules to the Indian Court Fees 
Act is at present under consideration. 

Section III— No Comments 

MOTOR VEHICLES TAX 

Section I— Factual Background 

1. The Indian Motor Vehicles Act, 1914, empowered 
the local Government for the first time to levy fees and 
taxes on motor vehicles. Accordingly, in that year, the 
U. P, Government prescribed the levy of certain fees for 
the registration of private and public motor vehicles, for 
driving licences and for various other purposes. In view 
of the increase in the number of motor vehicles in the 
State, the U. P. Government appointed in 1932 a Com¬ 
mittee on Road Traffic Taxation, and, as a result of its 
findings, had the U. P. Motor Vehicles Taxation Act 
enacted in 1935. Tax is now levied with certain excep¬ 
tions on all motor-cycles and all motor vehicles used for 
the conveyance of passengers and goods whether for hire 
or otherwise. Every person in possession of a motor 
vehicle has to present a declaration in the prescribed 
form stating the prescribed particulars to the Regional or 
Assistant Regional Transport Officer on which the R.T.O. 
or A. T, R. O. certifies the annual tax payable on the 
vehicle. The tax is payable in advance annually or 
quarterly as the tax-payer may desire. The grant of 
tokens to be exhibited on motor vehicles is subject to 
the prior payment of the tax. Refusal or failure to pay 
the tax is a punishable offence ; and arrears of tax are 
recoverable as if they were arrears of land revenue. 
Offences under the Act are compoundable and such 
composition has been declared lawful and tantamount 
to acquittal. 

2. Under the Principal Act any person aggrieved by an 
order relating to the assessment, imposition or recovery 
of the tax was entitled to prefer an appeal to the Collec¬ 
tor of the district, or, if the Collector had passed the 
original order, then to the Commissioner. By an amend¬ 
ment made in 1947, appeals in such cases were made 
to lie to the Deputy Transport Commissioner (Adminis¬ 
tration), the reason being that a separate Transport Orga¬ 
nisation (which had been created with a Transport Com¬ 
missioner at its head) could appropriately deal with the 
appeals. A further amendment in 1952 increased the rates 
of the tax on the various categories of motor vehicles, 
because the original rates were found to be much too low. 


3. For the purposes of taxation, motor vehicles are 
divided into (1) transport vehicles and (2) vehicles other 
than transport vehicles. The tax on transport vehicles is 
(with one exception in which the tax is based on unladen 
weight) based on their seating capacity or authorised 
load the type of tyres fitted (whether pneumatic, resilient 
or non-resilient) and the route classification. Routes are 
classified by the State Transport Authority, and by the 
Regional Transport Authority with the approval of the 
State Transport Authority, into special and ordinary and 
the latter are further classed as A, B or C on considera¬ 
tions (a) the potential income of the route, (b) the cost 
of maintenance of the road and (c) the necessity for the 
development of the route in public interest. The tax on 
vehicles, other than transport vehicles and vehicles used 
for carriage of goods in connection with a trade or busi¬ 
ness carried on by the owner, is based on the unladen 
weight of the vehicles, the seating capacity or authorised 
load and the type of tyres fitted. The original tax rates 
prescribed in the First Schedule to the 1935 Act were 
found to be much too low as compared with the rates 
in force in some other States of the Union and as the 
requirements of the Five-Year Plan also had to be met 
by the raising of additional resources, the rates were 
increased in January, 1953. The revised rates are lower 
than those prevailing in Madras and a few other States 
and below the ceiling proposed by the Motor Vehicles 
Taxation Enquiry Committee appointed by the Govern¬ 
ment of India. The effects of these changes on revenue 
are set forth in para. 6 below. 

Motor vehicles of the following classes are totally 
exempt from the liability to this tax : — 

(i) Motor vehicles used solely for the purposes of 
agriculture ; 

(ii) Motor vehicles (not run for hire) owned and 
exclusively used by or on behalf of any depart¬ 
ment of the Central or Part A State or Part C 
State Government or any local authority in 
Uttar Pradesh ; 

(iii) Motor vehicles registered as military motor 
vehicles by the Master-General of the Ordi¬ 
nance in India; 

(iv) Motor vehicles used as fire engines ; 

(v) Motor vehicles known as ambulances used for 
conveying patients to and from a hospital; 

(vi) Motor vehicles owned by the Society for the 
Prevention of Cruelty to Animals and used for 
the conveyance of sick animals ; 

(vii) Motor vehicles exempted under the Auxiliary 
Force Act, 1920, the Indian Territorial Force Act, 
1920, or under any other law ; and 

(viii) Motor vehicles for sale by bona fide dealers and 
manufacturers when used under a valid general 
trade number. 

Other cases of total or partial exemption are not 
worthy of mention here. The details of such exemptions 
are contained in the U. P. Motor Vehicles Taxation Rules, 
1935 (rules 37 to 41). It will be seen that exemptions and 
partial exemptions have been provided for purposes con¬ 
nected with the defence of the country, agriculture, 
medical and educational work, bona fide trade, etc. 

4 . The Secertary to Government in the Transport 
Department deals with Transport matters at the Secre¬ 
tariat level. The Transport Commissioner is the Head 
of the Transport Department, responsible, among other 
things, for the collection of tax and the checking of tax 
evasion. He is assisted by two Deputy Commissioners 
and two Assistant Commissioners one each in the Ad¬ 
ministration and Enforcement branches. The State is 
divided into eight Regions, each under a Regional Trans¬ 
port Officer, The Regional Transport Officer and the As¬ 
sistant Regional Transport Officer act as Taxation Officers 
responsible for the assessment and collection of the tax. 
Any appeals against their orders lie to the Deputy Trans¬ 
port Commissioner (Administration) who may transfer 
any appeal before him to the Assistant Transport Com¬ 
missioner (Administration) or withdraw any appeal so 
transferred. The Deputy Commissioner’s decision is final. 
The Enforcement Branch, which is responsible for the 
enforcement of the provisions of the Motor Vehicles Act, 
1939, and the rules thereunder, also acts as the agency 
for preventing and detecting tax evasion. For this pur¬ 
pose four Enforcement Officers and eight Enforcement 
Squad Inspectors are attached to the eight regions. 

Every person liable to the tax is required to pay it to 
the Regional Transport Officer or the Assistant Regional 
Transport Officer (in cash or by money order or cheque) 
or into any district treasury. The tax is payable in 
advance either annually on or before the 15th January 
each year or in quarterly instalments on or before the 
15th January, April, July and October. 







5. The Transport Commissioner not only administers 
the U. P. Motor Vehicles Taxation Act, 1935, but also the 
Motor Vehicles Act, 1939. He thus presides over a com¬ 
bined organisation and it is not practicable to make a 
strict allocation of the cost of administration between 
the two divisions. The expenditure on tax collection 
alone may be roughly taken to be about R$. 70,000 a year, 
though the expenditure is not recorded in the accounts 
separately. From all reports the existing combined orga¬ 
nisation seems to be working satisfactorily. With a view 
to reducing the tax payer’s worry and expense, Taxation 
Officers are now required to tour the districts within 
their jurisdiction at the beginning of each quarter to 
enable the tax-payers to pay the tax almost at their own 
doors. 

6 . The receipts from the tax from the year 1946-47 
onwards are given below : — 


(Rupees in lakhs) 

1946-47 . 24 

I947~48. 32 

1948- 49. 36 

1 949 - 50 53 

1950 - 51 52 

1951 - 52 57 

1952 - 53 (Revised). 56 

1953- 54 (Budget). 88 


The introduction of Government bus services has helped 
to put an increasing number of vehicles on the road and 
tax evasion too has been prevented to a large extent. 
The increase in the rates of the taxes from January, 1953, 
is expected to result in a substantial rise in receipts dur¬ 
ing the current financial year. 

7. There is little possibility of any motor vehicle being 
able to escape taxation altogether or accummulating 
large arrears. Arrears when they do occur are recover¬ 
able by the Collector of the District as arrears of land 
revenue on the report of the Taxation Officers. As there 
have been little arrears, information in regard to the 
total amounts of arrears from year to year has not been 
collected at the headquarters, No arrears worth mention 
have been written off. 

8 . The Enforcement Branch of the Transport Depart¬ 
ment is constantly on the alert to see that tax avoidance 
or evasion is next to impossible. Once a year, a check of 
all the motor vehicles, private or public, is made through¬ 
out the State with the help of the District Police. Again, 
the penalties prescribed under the Act are deterrent so 
that the avoidance of the payment of tax is not worth¬ 
while and when a tax is not paid, the owner of the 
vehicle is liable to pay compensation not exceeding Rs. 50 
in addition to the tax, and, if prosecuted, to pay a fine of 
up to Rs, 50 for the first offence and of up to Rs. 100 
for subsequent offences. 

Section II —Replies to questions bearing on the tax 

Question No. 168. 

Taking into account (a) the several taxes. Central , 
State and Local , which affect motor transport directly 
and business , trade etc,, indirectly, (b) the variation in 
some of these taxes from region to region and between 
different categories of vehicles , and (c ) the relative 
financial needs of the different taxing authorities, both 
generally and , in particular, for the maintenance, im¬ 
provement and extension of roads what changes, if any , 
would you introduce in ihe present system of motor 
vehicles taxation ? What degree of uniformity do your 
suggestions involve ? Instead of several taxes by different 
authorities , a consolidated tax has been suggested ; do 
you consider this feasible ? How would you apportion the 
proceeds among the different authorities concerned ? 

The Centre, the States, and the local bodies have their 
respective responsibilities for the construction and main¬ 
tenance of roads. None of them can be divested of their 
responsibility in this respect without retarding the 
development of the road transport of the country. The 
Centre must retain in its own hands and administration 
of the main arterial roads which are important for the 
defence of the country and for inter-State trading and 
commerce. The States are in the best position to look 
after the main provincial highways ; while only the local 
bodies can look after the village roads and other small 
roads of which the administration by the State or Centre 
would be not only disproportionately expensive, but also 
ineffective. It is necessary, therefore, that the Centre, 
the States and the local bodies should all have sources 


of revenue for meeting their expenditure on roads 
and there is nothing essentially inappropriate in 
all three of them being invested with powers 
to levy direct or indirect taxes on the owners 
of road vehicles. In principle, therefore, there is 
nothing wrong with the existing system which permits 
the Centre, the States and the local bodies to levy taxes 
on owners or users of motor vehicles. What has to be 
seen is that those powers are properly exercised and that 
no undue burden is placed on, or undue inconvenience 
caused to, any class 61 persons or any section of the 
community. It is obvious that, so long as there are 
differences in the economic conditions prevailing in the 
various States, uniformity in respect of State taxation 
on motor vehicles is hardly a practical proposition. At 
least to some extent notice has to be taken of the pre¬ 
vailing cost of vehicles, the cost of fuel, the cost of road 
maintenance, of the number of vehicles registered in the 
State, the volume of traffic,' etc., in determining the rate 
of taxation to be imposed, and when those factors vary 
widely in the different States it cannot be expected that 
the rates of motor taxation should be uniform. This is 
even more true of the various local bodies. The sugges¬ 
tion that consolidated tax might be levied instead of 
several taxes by the different authorities presupposes the 
enforcement of an unworkable degree of uniformity in 
the matter of motor taxation all over the country, and is 
therefore not capable of acceptance. 


One or two changes are, however, necessary in the 
present arrangements relating to the taxation on motor 
transport. Under the present system of taxation, the 
Centre gets the bulk of the proceeds of the taxes levied 
on motor vehicles and fuel But the Centre does not use 
all the money it receives in this manner on the construc¬ 
tion and maintenance of roads. It diverts a substantial 
part of the receipts to financing its other expenditure. 
The States, on the other hand, on account of the high 
Central taxation on vehicles and fuel are unable to raise 
their own taxation to the extent necessary to meet even 
half the expenditure which they incur on the construc¬ 
tion and maintenance of roads. This is clearly not an 
equitable position and it should be rectified by more 
liberal grants from the Centre to the States for expendi¬ 
ture on roads. The other change which appears to be 
desirable relates to the present powers of the local bodies 
to levy toll and transit taxes on motor vehicles passing 
through the territorial limits of the local bodies. Essen¬ 
tially this is a tax to compensate for the wear and tear 
of the roads maintained by the local bodies and the 
charge should perhaps be related to the lengths of the 
local bodies’ roads which have to be traversed by the 
vehicles in crossing the local areas. At present, however, 

> there is no such rational basis for the levy ; and the local 
bodies are free to charge what they like. This practice, 
the State Government feel, is not only irksome to the 
owners and users of motor vehicles, but is also positively 
discouraging to the growth of motor transport in the 
country. The existing practice requires to be suitably 
changed so that on the one hand the local bodies are 
not deprived of their power to levy charges on the 
vehicles using their roads while On the other hand goods 
and passenger traffic using motor vehicles is not unneces¬ 
sarily hampered or inconvenienced. 


Question No. 169. 

To in hat extent and in what manner , in your view , 
should the proceeds from motor vehicles taxation be 
earmarked for road maintenance and development ? 

In the opinion of the State Government the proceeds 
from motor vehicles taxation should be wholly ear¬ 
marked for road maintenance and development. As al¬ 
ready mentioned, this State Government are spending 
very much more on road maintenance and development 
than they collect through motor vehicles taxation. 

Question No. 170. 

Have you any specific comments to make on the main 
recommendations of the Motor Vehicles Taxation En¬ 
quiry Committee, 1950 ? 

The main recommendations of the Motor Vehicles 
Taxation Enquiry Committee, 1950, are : — 


( 1 ) uniformity of motor tax all over India ; 

( 2 ) abolition of taxes and levies on mo!or vehicles 
goods and passengers transported, charged b 3 
local bodies ; 

(3) creation of a non-lapseable State Road Fund 
from the 4£ annas a gallon of the total fuel 
tax collected by the Centre and six annas a 
gallon proposed fuel tax to be levied by the 
State; and 


(4) equalisation of petrol prices throughout India. 
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The comments of the State Government on these 
important points are as follows : 

(1) Uniformity of motor taxation would be feasible 
only if transport conditions in all the States were uni¬ 
form ; that is to say, if matters like conditions of roads, 
existence of railway facilities, prices of petrol, vehicles, 
spare parts, etc., cost of maintenance of roads, distribu¬ 
tion of population, etc., had been more or less uniform. 
Actually conditions vary widely from State to State ; 
and, therefore, to have a uniform motor tax, would be 
almost illogical. Uniformity is desirable, wherever possi¬ 
ble; but it cannot override all other considerations. The 
State Government are of the view that the powers of the 
State Government to raise or lower the motor vehicles 
tax should not be taken away because, if funds cannot 
be arranged, otherwise to finance the State road develop¬ 
ment programme, the State Government should be free 
to raise the motor vehicles tax. The State Government 
are however, not opposed to a ceiling being fixed on an 
all-India basis for the motor vehicles tax. 

(2) As regards the abolition of the motor vehicles 
taxation levied by local bodies, the State Government 
are of the view that it is necessary in the interests of the 
development of roads and road transport that local 
bodies should have the right to levy a charge on vehicles 
making temporary use of their roads and other amenities 
provided by the local bodies. As regards the octroi tax, 
it may be pointed out that the octroi is the only elastic 
source of revenue left to the municipal boards and if the 
municipal boards were prevented from imposing octroi; 
the finance of the boards would suffer very consider- 
ably, 

(3) For the building up of a non-lapseable State Road 
Fund, the Motor Vehicles Taxation Enquiry Committee 
has proposed the following : 

(a) proceeds of motor vehicles tax ; 

( b ) payments to the State out of the Central Road 
Fund ; 

(c) a portion of the fuel tax collected by the Centre 
for the States. (This will be a new tax of six 
annas a gallon on petrol and will be added to the 
price of the petrol and collected by the Central 
Government but made to the State Govern¬ 
ment) ; 

( d ) Contribution from the State general revenues for 
roads; and 

(e) The Central matching payment. (The proposal 
was that the Central Government should make a 
contribution of 4£ annas per gallon of petrol 
consumed in the State out of the fuel tax collec¬ 
ted by them, against a new tax of six annas per 
gallon collected by them on behalf of the State.) 

The State Government have no objection to the crea¬ 
tion of non-lapseable Road Funds and it would not be 
difficult for the State Government to agree to the levy 
of a new tax of six annas per gallon of petrol, if a uni¬ 
form price of petrol could be fixed for the entire country, 

(4) The State Government agree to having a uniform 
price of petrol for the country as a whole. 

Question No, 171, 

Have you any suggestions to make regarding the exten¬ 
sion of taxation to, or increase of present taxation on, 
users of roads other than motor vehicles ? How would 
you classify the users, what rates would you suggest and 
who, in your view, should he the taxing authorities ? 
How would you dispose of the proceeds ? 

Apart from owners of motor vehicles, the main users 
of extra municipal roads are the owners of bullock-carts. 
Any proposal to levy tax on bullock-carts will, however, 
require careful consideration. For one thing, bullock-carts 
are used essentially for agricultural purposes ; and the 
effect which any levy on bullock-carts will have on agri¬ 
cultural production will have to be carefully investigated. 
In the second place, the collection of such a tax in small 
amounts from a large number of people residing in the 
villages scattered over the entire length and breadth of 
the State may present administrative difficulties which 
may more than offset the monetary benefit expected to 
accrue. 

Section III— No Comments 

ENTERTAINMENTS, BETTING AND PRIZE COMPETI¬ 
TION TAXES 

Section I— Factual Background 

1 , The Entertainment and Betting Taxes are levied in 
this State under the provisions ©f the U. P. Entertain¬ 
ment and Betting Tax Act which was first enacted in 
1937, but which has since been amended from time to 
time. The object of this Act was to impose a small tax 
on amusements and betting as they were considered to 
be primarily a luxury and as a similar tax was in vogue 
in some other Provinces at that time ( e.g . Bengal 
Bombay and Punjab), 


The Act provides for the imposition of a tax on a slid¬ 
ing scale, in respect of all entertainments and amuse¬ 
ments such as cinemas, theatres and other performan¬ 
ces like dances, carnivals, circus, exhibitions, fairs, box¬ 
ing, dangals , tournaments and other displays of games 
and sports etc., to which people are admitted on pay¬ 
ment, The Act also imposes a tax on totalizators and 
bets made with the licensed book-makers at races. 

The provisions of the Act extend to all Municipali¬ 
ties, Cantonments, Notified Areas and Town Areas and 
can be extended to any other area to which the State 
Government may by notification in the official Gazette 
extend the same, either for a specific period or other¬ 
wise. The provisions of the Act are generally extended 
in the case of large fairs, exhibitions or shows given by 
travelling cinemas. 

The result of imposition of this tax is that above a 
certain minimum rate (which is exempted from the tax) 
no person is allowed to enter the hall of entertainment 
for witnessing performances of the show concerned, ex¬ 
cept on payment of the prescribed amount of entertain¬ 
ment tax. 

According to the latest amendments made in 1952, 
restrictions have been imposed on private bets by pro¬ 
hibiting bets outside the enclosure set apart for the 
purpose by a racing club. 

2 . Various amendments have been made to the Act 
from time to time. The amendments made in 1943 and 
1947 provide for enhanced rates of taxes and they were 
mainly designed to combat inflation. The rates have 
been given against question no. 3 below. The amend¬ 
ments made in 1948 and 1952 were designed mainly for 
checking the evasion of the tax and ensuring smooth 
and efficient administration of the Act, The main fea¬ 
tures of these amendments were the addition of certain 
sections providing for (a) punishment of persons obtain¬ 
ing admission to places of entertainments without pay¬ 
ment of the tax, (b) enhanced punishment for proprie¬ 
ty who connive at the offence, (c) prohibition of bet¬ 
ting except within race course enclosures, and ( d ) arrest 
without warrant of persons who may refuse to declare 
their names and addresses. 

3, The original rates of the two taxes have undergone 
changes since their enforcement in 1937, twice ie 
once in 1943 and a second time in 1947. The compara¬ 
tive rates are shown below; 


Rates of Admission 

E. 

Tax 

E. Tax 

E. 

Tax 

Where the rate of admission— 

*937 


1943 


J 947 

(i) is not less than a annas but 
does not exceed 3 annas. 

O 

0 

3 

0 0 

6 

0 

1 

0 

(2) exceeds 3 annas but does 
not exceed 4 annas, 

0 

0 

6 

0 1 

0 

0 

1 

6 

(3) exceeds 4 annas but does 
not exceed 8 annas. 

0 

1 

0 

0 2 

0 

0 

2 

6 

(4) exceeds 8 annas but does 
not exceed Re. 1. 

0 

2 

0 

0 4 

0 

0 

5 

0 

(5) exceeds Re, 1 but does not 
exceed Rs, 2. 

0 

4 

0 

0 8 

0 

0 

10 

0 

(6) exceeds Rs. 2 but does not 
exceed Rs. 3. 

0 

6 

0 

0 12 

0 

1 

0 

0 

(7) exceeds Rs. 3 but does not 
exceed Rs. 4. 

0 

8 

0 

1 0 

0 

1 

8 

0 

(8) exceeds Rs. 4 but does not 
exceed Rs. 5. 

0 : 

12 

0 

1 8 

0 

2 

4 

0 

(9) exceeds Rs, 5 but does not 
exceed Rs, 6-8. 

1 

0 

0 

2 0 

0 

3 

0 

0 

(10) exceeds Rs. 6-8 but does 
not exceed Rs. 10. 

1 

8 

0 

3 0 

0 

4 

8 

n 

(ll) exceeds Rs. 10 for every 
Rs. 5 or part thereof in ex¬ 
cess of the first 10. 

1 

0 

0 

2 0 

0 

3 

0 

0 


It will be noticed that the rates prescribed are not 
ad valorem , but follow a sliding scale in which the inci¬ 
dence tends to be heavier in the case of the higher ad¬ 
mission rates. Rates up to 2 annas were free from tax 
until 1952, but with the latest amendments made that 
year even the admission rate of 2 annas has been made 
taxable, but the admission rate below this still conti¬ 
nues to be free from the tax. 

As explained above, these amendments were made 
with a view to combat inflation and the situation aris¬ 
ing out of the devaluation of the rupee. 

The rate at which the betting tax was leviable accord¬ 
ing to the 1937 Act was 5 per cent. In deference to a 
representation received by Government from the ste¬ 
wards of the Lucknow races, this was reduced to 2J 
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per cent, in 1941. In 1943, however, the rate was res¬ 
tored to the original 5 per cent, as it was felt that the 
lowering of the rate had not conferred any correspond¬ 
ing benefit on the organizers of races and had occasion¬ 
ed loss of revenue to Government. In 1947, the rate was 
enhanced again to 10 per cent, in keeping with the gene¬ 
ral policy of combating inflation. 

Exemption from the payment of entertainment tax 
are granted in accordance with the provisions laid down 
in section 6 of the Entertainment and Betting Tax Act. 
No amendments have so far been made to the provisions 
of this section. 

No entertainment tax is charged from sailors, soldiers 
and airmen in uniform or from children below the age 
of 3 years. For children between 3 to 12, entertainment 
tax is levied on the actual admission price paid by them* 
The necessity of sports and games has also been kept in 
view and with the object of encouraging health activi¬ 
ties, the rate of tax in the case of games and sports is 
121 per cent, instead of 33J per cent. 

The result of the amendments mentioned above has 
naturally been an increase in Government revenue from 
these taxes. As the figures noted below would show, 
the revenue derived in the years 1943-44 and 1947-48 
showed a marked increase over earlier figures, obvious¬ 
ly on account of the amendments made in those years, 
revising the rates of taxes: 


Year 

Entertain¬ 

ment 

Tax 

Betting 

Tax 

Total 

Actuals— 

Rs. 

Rs. 

Rs. 

1942-43 

8,14,137 

23,694 

8,37,831 

> 943-44 

• >8, > 4,350 

i,3 6 ,978 

>9,51,328 

I944.45 

• 22,36,595 

2 , 55 ,° 9 8 

24,91,693 

>945-46 

, 25,90,168 

1,87,899 

27,78,067 

1946-47 

. 27,22,137 

4,44,136 

31,66,273 

1947-48 

36,28,622 

12,99,288 

49 , 27,910 

I948-49 

. 60,17,873 

h,97,249 

72,15,122 

1949 ’SO 

• 69*67,509 

9,35>9°6 

79 , 03,415 

I 950 - 5 1 

. 79,24,025 

10,10,636 

89,34,661 

I95i-5a 

■ 85,46,732 

8,49,287 

93 , 96,019 

1952-53 

, 77,98,803 

5,05,045 

83,03,848 

1953-54 (Estimated) 

. 80,00,000 

8,00,000 

88,00,000 


4 . The administrative set up at the Secretariat level 
is as follows. The Act is dealt with in the General Ad- 
ministration Department of the Government under the 
control of the Chief Secretary to Government. In 1948, 
a special agency was created for the purpose of super¬ 
vising the collection of these taxes and the efficient 
working of the Act, and a new department was created 
under an officer now designated as the Entertainment & 
Betting Tax Commissioner, Uttar Pradesh. He is assis- 
ed by an Assistant Commissioner and an Inspectorial staff 
of 51 Entertainment Tax Inspectors (in addition to some 
clerical and inferior staff), who are posted to the vari¬ 
ous districts of the State. The Inspectors work under 
the general control of the Magistrate and Collector con¬ 
cerned and the Collector is also responsible for the pro¬ 
per collection of these taxes in his district, as in the 
case of other taxes. The Entertainment and Betting Tax 
Commissioner is responsible for supervision over the 
work of the Entertainment Tax Inspectors and he and 
his Assistant tour about and inspect the work of these 
Inspectors in the districts and report to Government 
where necessary. 

According to the present arrangement, entertainment 
tax is collected from the public by the organizer of the 
entertainment concerned and the manager or the pro¬ 
prietor of the entertainment deposits the amount of tax 
either in cash or in entertainment tax stamps. The 
amount of the tax is collected from the public along 
with the admission fee. The proprietor/manager is re¬ 
quired to maintain a proper account of the tax collected 
by him on a prescribed form which is checked and veri¬ 
fied on the spot by the entertainment tax authorities. 
The assessment of the amount of this tax is governed 
by the schedule of rates prescribed in the Act itself, as 
amended from time to time. In case the tax is paid in 
cash* the amount is deposited by the proprietor/ 


manager of the entertainments direct into the Govern¬ 
ment Treasury under a particular head of account 
(Head XIII—Other Taxes). 

The Act provides [9A, 10(2) and 16B] that any per¬ 
son who may be aggrieved by an order passed by any 
authorities subordinate to Government may appeal to 
the Government against such a decision, and in the 
event of such an appeal being field, the decision of the 
Government is final. 

The administrative set up for collection has already 
been described above. 

5. The figures of receipts relating to the Entertain¬ 
ment and Betting Taxes for the years 1942-43 to 1953- 
54 have already been given in paragraph 3 above. The 
figures of expenditure on the maintenance of the Enter¬ 
tainment and Betting Tax organization for the same 
period are given below: 


Year Amount 

Actuals— Rj, 

1942 - 43 . • 14,506 

1943 - 44 . « 8,898 

>944-45. 20,705 

> 945-46 . > 9,654 

> 946-47 . 20,727 

>947-48. . 34,842 

> 948-49 • .. 90,145 

1949-50 ...... 1,02,684 

> 950-51 • ■ .... 1 , 01,512 

195 >-52.>,20,996 

1952-53.>,79,579 

I 953 “ 54 —Estimated .... 2,21,600 


It may be noticed that no staff is maintained for the 
actual collection of the taxes, as the tax is collected 
from the public either in cash or by sale of entertain¬ 
ment tax stamps along with admission tickets by the 
manager or the proprietor of the entertainment, on be¬ 
half of Government. The above expenditure is incurred 
mainly on the staff employed for the supervision of the 
collection of the tax. The proprietor/manager deposits 
the amount of tax so collected by him into the Govern¬ 
ment Treasury. 

In order to ensure greater efficiency in administration 
and exercise a stricter supervision over the collection of 
the tax, surprise visits are frequently resorted to, in 
order to check the entertainment halls and other places 
with the object of checking evasion and also to super¬ 
vise the work of the Entertainment Tax Inspectors. 
Apart from the inspections made by the Entertainment 
and Betting Tax Commissioner and his Assistant in this 
behalf the District Officer also exercises necessary con¬ 
trol through his own staff, one of the officers being 
usually designated as an Entertainment Tax Officer. The 
system of tax administration and tax collection follow¬ 
ed in this State besides being inexpensive has also been 
found to be satisfactory although further efforts con¬ 
tinue to be made to check evasion of tax. 

The tax-payer is apparently satisfied with the machi¬ 
nery of the tax administration and tax collection and 
the State Government has received no complaints on 
this account. These taxes cover what is primarily a 
luxury and so far there has been no evidence that the 
levy of these taxes has operated harshly against the tax¬ 
payer, 

6 . The yield from the entertainment tax continue to 
rise from 1943-44 to 1951-52. In 1952-53, however, the 
receipts fell by about Rs, 11 lakhs owing apparently to 
the “consumer resistance” which has been latterly so 
noticeable. The receipts from the betting tax, however, 
have shown a downward tendency since 1948-49. This 
is reported to be due mainly to a reduction in the num¬ 
ber of racing enthusiasts. 

7. No accurate statistics are available regarding the 
arrears of entertainment tax in this State. Cases of 
long standing arrears are not common. The entertain¬ 
ment tax is realizable as arrears of land revenue under 
section 7 of the Entertainment Tax Act. No case of a 
long standing arrear has been brought to the notice of 
the State Government and it is presumed that such 
cases are not common. 
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8 . The principal methods of evasion of tax suspected 
to’ be in practice have been enumerated in reply to 
questions Nos. 174 and 181 of the Questionnaire but 
statistics regarding the extent of revenue lost due to 
various methods of evasion practised, are not available. 

Section II— Replies to Questions bearing on the tax 

Question No. 172. 

This tax is usually levied on tickets of admission to 
entertainments or amusements, of which the cinema is 
by far the most important In this regard, the 
Cinematograph Industry Enquiry Committee considered 
the incidence of the tax on the industry too heavy . Do 
you agree with this view and , in particular , do you con¬ 
sider that the rates have reached the point of diminish¬ 
ing return ? 

The Committee also suggested uniformity in the rates 
of duty which differ widely from State to State. Do you 
agree with this view ? If so, how should it be achieved ? 

How far would you apply graduation in the rates of 
entertainments tax ? 

What modification in the system of levy would you 
suggest ? 

(Of the total receipts from entertainments tax, how 
much is realised from cinemas and how much from 
other forms of entertainment ? Can you also give a break¬ 
up of the revenue on the basis of different classes of 
tickets ?) 

This Government are of 'the view that the incidence 
of the entertainment tax is largely upon the patrons of 
the cinemas and other entertainments, and not upon 
the' Cinema Industry or the organizers of entertainments. 
The taxation so far as this State is concerned, is not so 
heavy as to damp the enthusiasm of patrons of cinemas. 
Also there has been no evidence so far to show that it 
has reached the point where the law of diminishing re¬ 
turns Begins to operate. The existing rates of the tax in 
this State were adopted in 1947, and there have been no 
complaints, in respect of the incidence of this tax, from 
the exhibitors. The cinematograph industry had been 
receiving the patronage of the public in this State in¬ 
creasingly according to the quality of the films shown. 
Good pictures have been known to run for months 
together with full houses. Government have had, there¬ 
fore, no reason to believe that the incidence of tax has 
been heavy on the cinematograph industry. If the in¬ 
come from entertainments has been diminishing it is 
not because of the heavy incidence of the entertainment 
tax but because of other factors. 

This Government do not consider that uniformity in 
the rates of entertainment tax throughout the country 
will of itself be of any benefit to the Film Industry. 
They do not consider it desirable or practicable to en¬ 
force uniformity in the matter of this taxation through¬ 
out the country. 

This Government are of the view that in this matter 
the State Governments should be left to exercise their 
own discretion as was decided at the Finance Ministers’ 
Conference held at Delhi in October, 1952. 

The rates of entertainment tax in this State are not 
levied on a percentage basis but are based on the slab 
system. The existing rates of the entertainment tax in 
force in this State are as follows : 

Admission Charges Rate of Tax 

Where the payment, excluding the amount of Tax— 

Rs, a. p. 

I. is 2 annas but does not exceed 3 annas . , 010 

а, exceeds 3 annas but does not exceeds 4 annas . 016 

3. exceeds 4 annas but does not exceed 8 annas . 026 

4. exceeds 8 annas but does not exceed rupee one 050 

5. exceeds rupee one but does not exceed rupees two 010 0 

б. exceeds rupees two but does not exceed rupees 1 o o 

three. 

7. exceeds rupees three but does not exceed rupees 1 o o 

four. 

8. exceeds rupees four but does not exceed rupees 240 
five. 

9. exceeds rupees five but does not exceed rupees six 300 
and annas eight. 

10. exceeds rupees six and annas eight but does not 480 

exceed rupees ten. r 

11. exceeds ten for every five rupees or part thereof 300 

in excess of the first ten rupees. in addition 

to the pay¬ 
ment on the 
first ten ru¬ 
pees, 


The State Government find that their existing sche¬ 
dule of rates is working satisfactorily. 

As has been explained in section I, the tax is paid in 
this State either in the shape of entertainment tax 
stamps or in cash. This system is working quite satis¬ 
factorily. 

During the year 1952-53, the total amount of enter¬ 
tainment tax realized was Rs. 77,98,803, while the Bet¬ 
ting Tax realized was Rs. 5,05,045, Separate figures of 
income derived from cinemas and other entertainments 
are not available, but it may be mentioned that the 
income from other sources is very small. It is not pos¬ 
sible to give a break-up of the revenue on the basis of 
different classes of tickets as such consolidated statistics 
have not been maintained. 

Question No. 173. 

What principles would you adopt in regard to exemp¬ 
tions ? Should the criterion be : 

(i) character of the entertainment (e.g., educational 
film); 

(ii) nature of object to which net receipts are ap¬ 
plied (e.g. charity show); 

(iii) class of persons admitted to entertainment (e.g. 
lowest class of ticket); 

(iv) any other factor ? 

In this State, requests for exemption from entertain¬ 
ment tax are considered in cases where— 

(a) the object of the show is charitable, philanthro¬ 
pic or religious and the whole takings are 
donated to one of these purposes; or 

(b) the entertainment is of a wholly educational 
character; or 

(c) the entertainment is for partly educational and 
partly scientific purposes, conducted by a society 
not working for profit; or 

( d ) the entertainment is provided for the develop¬ 
ment of industry, agriculture, or for promoting 
public health. 

This Government have found the above-mentioned 
categories sufficient and satisfactory. It will be seen that 
these categories embody the criteria mentioned at (i) 
and (ii) in question No, 173. As regards the criterion 
suggested at (iii) in that question, this Government have 
already exempted tickets below Re. 0-2-0 from the tax. 

1 

Question No. 174. 

How important is evasion of the entertainments tax 
and what methods of evasion are practised ? What steps 
would you take to minimise evasion ? Should there be a 
restriction on the number or proportion of complimen¬ 
tary tickets ? Should collection be made generally by 
stamps'? 

It is likely that there is a certain amount of evasion 
of entertainment tax. Some of the methods said to be 
practised by the exhibitors for the evasion of the tax 
are as follows: 


(i) maintaining duplicate ticket-books; 


(ii) realizing full amounts of the tickets including 

entertainment tax without issuing tickets at all; 

(iii) realizing full admission charges including en¬ 
tertainment tax, and issuing old collected 
tickets; and 

(iv) realizing full admission charges but allowing 
the purchaser to enter the hall on a gate pages 
only. 

In order to check such evasion, a separate Entertain¬ 
ment and Betting Tax Department is maintained in this 
State meant exclusively for supervising the realization 
of this tax.- Detailed on-the-spot checking of sales and 
admission by Entertainment Tax Inspectors and surprise 
inspections by superior officer, have helped to minimize 
such evasions. Evasion of the tax is an offence which 
is punishable and prosecutions are launched in suitable 
cases, 


84—1 T. E. Com. (N. D.)/55. 
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The number of complimentary passes does not affect 
the income from the tax for the reasons that even the 
complimentary passes are subject to entertainment tax 
so long as evasion of tax is effectively checked. The 
percentage of such passes at present is not very large 
and it seems unnecessary to fix a hard and fast percen¬ 
tage or proportion for the issue of such passes. 

In this State the collection has generally been by cash 
at places where a whole time Entertainment Tax Ins¬ 
pector exists to check each show daily. At places 
where there is no such permanent agency to check each 
and every show it is considered preferable to have col¬ 
lection made in stamps. 

Question Mo. 175. 

Would you suggest the extension of the scope of ap¬ 
plication of the tax to any other organised and conve¬ 
niently taxable forms of entertainment not taxed at 
present ? Would you recommend the exclusion from the 
scope of the tax of any kind of entertainment which is 
taxed at present ? 

The State Government have no proposal to make in 
this behalf. 

Question No. 181, 

'•■AWV'BI 

The betting tax is confined in practice to horse rac¬ 
ing. Have you any suggestions to make regarding the 
rates of betting tax, the manner of levy of the tax t and 
the measures luhich may be adopted for minimising eva¬ 
sion of the tax ? 

The rates of betting tax vary from State to State and 
in this State the rate is 10 per cent., on every bet. The 
tax is levied through the book-makers and this system 
has been found to be satisfactory. It is, however, neces¬ 
sary to employ some staff to check that correct and pro¬ 
per entries are made by the book-makers and that all 
credit bets are entered in their books. 

2 . The existence of buket-shops outside the licensed 
enclosures is the greatest source of evasion of the tax. 
In this connection it has been suggested to this Govern¬ 
ment that this can be prevented by (i) making the ac¬ 
ceptance of a bet outside the licensed enclosure a penal 
offence and (ii) by permitting the licensed book-makers 
to open book-makers* shop after obtaining a licence 
for the purpose in the heart of the city which may be 
considered to be shops within the racing enclosure. The 
proposals are presently under the consideration of this 
Government. 

Question No. 182, 

Do you consider it practicable to extend the bettmg 
tax to other forms of beeting ? To which and how ? 

The Slate Government have no suggestions to offer. 
Question No. 183. 

Have you any suggestions to make regarding the tax 
on price competitions , c.g., on cross-ruord puzzles ? To 
what extent ij uniformity between States * desirable in 
regard to rates etc. and what steps would you take 
to bring about such uniformity ? What suggestions can 
you make in regard to preventing evasion or avoidance 
of the Uix ? 

, No tax is being levied on Lotteries, Puzzles and Cross¬ 
word competitions and Card Games in Uttar Pradesh. 

Section III— No Comments 

ELECTRICITY DUTY 
Section I— Factual Background 

L Under section 3 of the U. P. Electricity (Duty) Act, 
i952, (U, P, Act XXXIII of 1952), the electricity duty is 
levied and paid to the State Government on the con- 
fcumplion of electricity. Section 4 of the Act provides 
that the duty shall be collected and paid to the State 
Government by a licensee where the energy is supplied 
by a licensee and by the annotated authority so nomi¬ 
nated where energy is supplied by the State or the Cen¬ 
tral Government. The licensee or the appointed autho¬ 
rity os not liable to pay duty in respect of energy sup¬ 
plied by it for which it has not been able to.recover its 
dues. IT a consumer fails to pay duty in the prescribed 
manner, the supply of energy to him can be disconnect¬ 
ed under section 4(3) of the Act after a notice of 7 days 
without prejudice to the action that may be taken to re¬ 
cover the dues. Inspecting officers have also been ap¬ 
pointed under the Act to check the accounts kept by the 
collecting agencies. So far as the collection of the tax 
js concerned, the collecting agencies under rule 3 of the 
,0. R Eiectncity (Duty) Rules, 1952, include the duty 
leviable under the Act a$ a separate item in the bill of 
charges for the energy supplied by them and the same 


is recovered from the consumer with their own charges. 
The collections are deposited by them in a Government 
treasury within 30 days of the expiry of the month in 
which the duty has been realised and the duplicate 
Copy of the Treasury Challan is sent to the Electric Ins¬ 
pector to the State Government who exercises overall 
control over the collections, 

2. The U. P. Electricity (Duty) Act, 1952, came into 
force only as from January 15, 1953, and no necessity 
has yet been felt for its revision or amendment, 

3. (i) The Duty is levied at a flat rate of 25 per cent, 
of the rate charged for the energy consumed subject to 
following conditions: 

(a) the duty is not leviable if the unit charge ex¬ 
ceeds nine annas per unit; 

(b) if the unit charge is less than 9 annas per unit, 
the duty is such reduced amount as together 
with the unit charge does not exceed annas 9; 

(c) in the case of energy charged according to one- 
part tariff, the duty does not exceed one anna 
per unit; 

The rates of duty have been fixed as being neither too 
high nor too low and the maximum limit of 9 annas has 
been laid down with a view to ensuring that where 
rates for the supply of energy itself are already very 
high, the burden on the consumers may not be irksome. 
The duty is, however, calculated on the gross rate in¬ 
cluding surcharge, if any, before allowing any rebate. 

3. (ii) The Act provides for exemption in resepet of 
the energy consumed: — 

(i) by the State or the Central Government save in 
respect of premises used for residential purposes; 

(ii) in the construction, maintenance or operation of 
any railway by the Central Government or rail¬ 
way company operating a railway; 

(iii) by or in respect of any mine; 

(iv) by a cultivator in agricultural operations car¬ 
ried on in or near his fields such, as the pump¬ 
ing of water for irrigation, crushing milling or 
treating of the produce of thos e fields of chart¬ 
cutting; 

The provisions of the Act also do not apply to any 
energy generated by a person for his own use .or con¬ 
sumption or to energy generated by a plant having a 
capacity not exceeding 2£ K. W. 

The reasons for the exemptions at items (i) to (iii) 
above are obvious. As regards item (iv), the Govern¬ 
ment fait that the exemption of energy used for agri¬ 
cultural purposes was necessary in the' interests of the 
Grow More Food Campaign and also for encouraging 
cultivators to make use of modern methods of agricul¬ 
ture, In the case of generating plants of small capa¬ 
city and of persons generating energy for their own 
use, it was felt that the amount of duty derived from 
this source would be disproportionately low as com¬ 
pared to the expenditure which would have to be incur¬ 
red on checking and collecting staff, etc. 

No change in the rates has been made so far. The 
receipts expected from the levy of the duty should 
amount to Rs. 80 lakhs in the current financial year, 

4. No separate organisation has so far been set up by 
the State Government for the administration of this tax 
at the Secretariat level. The Electric Inspector who is 
entrusted with this work, has, however, been given a 
small staff consisting of 4 Assistant Engineers and 4 
clerks to cope with the heavy work in his office and 
also to help him in the disposal of work in connection 
with the electricity duty. As has already been stated 
in paragraph 1 of this note the collecting agencies in¬ 
clude electricity duty in their bills and realise the same 
along with their own charges for the consumption of 
electricity and there is no separate Government organi¬ 
sation for collection work. The collection and pay¬ 
ment of electricity duty, is under the provisions of the 
Act, the direct responsibility of the supplier of the elec¬ 
tric energy. A separate machinery for assessment or 
collection is not necessary because of the flat-rate sys¬ 
tem and the simplicity of procedure. Under Rule 13 of 
the U. P. Electricity (Duty) Rules, a dispute between 
the licensee and the consumer is decided by the Elec¬ 
tric Inspector to Government, An appeal against an 
order of the Electric Inspector lies to a Board appoint¬ 
ed by Government for this purpose and its decision is 
final. 

5. The cost of the staff sanctioned for the Electric Ins¬ 
pector’s establishment during the financial ye^r, 1952-53 
was Rs. 2,565 and in the budget year (1953-54) it is 
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estimated to be Rs, 18,800. The cost o i collection is 
obviously quite negligible as compared to the receipts. 
Final figures of receipts are still not available for the 
year 1952-53 (as the tax was levied only with effect from 
January 15, 1953) but the estimated receipts were Rs. 90 
thousand for 1952-53 and Rs. 80 lakhs for 1953-54. 

No difficulty in the administration of the tax has been 
experienced so far. 

6. In view of the recent introduction of the tax, the 
question of'a study of trends does not arise. 

7. The provisions of the Electricity Duty Act and 
Rules do not permit the tax to fall into arrears as the 
electricity duty will be the first charge- on the amount 
recoverable by the licensees or appointed authorities 
for the energy supplied by them and be a debt due by 
them to the State Government. 

Sub-sections (3) and (4) of section 4 of the U. P. Elec¬ 
tricity (Duty) Act, 1952. provide for disconnection of 
electricity and section 7, for realization of electricity 
duty from consumers, who fail or neglect to pay the 
duty in the time and manner prescribed in the Act. 

8. No cases of evasion have so far been reported. 

Section II—Replies to Questions Bearing on the tax 

Question No. 176. 

A tax on the consumption or sale of electricity is 
leu led in several States in India. Do you consider that 
this is a suitable tax and may be adopted by other 
States ? Would you restrict it to consumers of energy 
for domestic purposes or would you extend it to sales 
for industrial uses also ? 

A duty on the consumption of electricity has only re¬ 
cently been introduced in Uttar Pradesh, and covers 
both domestic and non-agricultural industrial consump¬ 
tion. The availability of electricity for domestic and 
industrial purposes is a special convenience for which 
there is a large unsatisfied demand even at the enhan¬ 
ced cost. This tends to show that under present circum¬ 
stances the economic price of electrical energy is higher 
than its statutory price in many areas. In view of this 
and considering that at present only a section of the 
community is in the advantageous position of being sup¬ 
plied with electric power, there is obviously full justifi¬ 
cation for the State's levyihg, at a time when funds are 
sorely needed for development purposes, a suitable tax 
on the use of electricity. The cost of collecting the tax 
is small, the income from it will be an assured sum and 
evasion of the tax is not easy. The suitability of the 
tax is therefore beyond question. Whether it can be 
fully imposed will, of course, depend on local condi¬ 
tions relating to supply, demand, existing price, etc. 
Its adoption by particular States will naturally be gov¬ 
erned by the needs of each State for larger resources 
and also by the progress of electrical development in 
the State. There appears to be no reason why industrial 
users in general should be exempted from the tax. The 
case of particular industries will have to be determined 
on merits. 

Question No, 177. 

In respect of domestic purposes — 

(a) should a distinction be drawn between the elec¬ 
trical energy consumed for lights and fans and 
the energy consumed for other domestic pur¬ 
poses (frigidaries, heaters , radios , etc,)? On 
what principles would you determine the rates 
of duty? 

(b) what exemption would you suggest and on 
what basis would you apply a lower rate of 
duty to small consumers ? 

(b) what exemption woxild you suggest and on 
sumed for lights and fans and the energy consumed for 
other domestic purposes (frigidairs, heaters, etc.). The 
duty on the energy consumed in the two cases where it 
is measured on separate meters will be proportional 
to the amount charged for the energy consumed. As 
regards the rates of duty, the most convenient principle 
to follow would be to levy a flat percentage rate on the 
basic unit charge for each type of consumption, 

(b) There is no need for any general exemptions from 
the lax. The case of particular consumers or classes of 
consumers will, of course, have to be considered on 
merits. In this State for example, consumption of 
electrical energy for agricultural purposes has been 
exempted from the operation of the tax with a view to 
give special stimulus to food production. As regards 
small consumers, so long as the total price charge does 
not exceed the true economic price (as indicated by 
applicants for new connections) there is no need to 
have a lower rate of duty for small consumers. 


Question No. 178. 

If you are in favour of a duty on energy used jot 
industrial purposes, on what principles would you deter¬ 
mine the rates of duty ? What exemptions would you 
provide for and on what basis? 

So long as there is an unsatisfied demand for electri¬ 
cal energy at the increased prices from the industrial 
sector, it is obvious that the increased prices are not 
uneconomic and that there is no general case for the 
exemption of industrial consumption from the opera¬ 
tion of the tax. To start with, therefore, the rate of 
duty for both domestic and industrial consumption may 
be the same and the rate may be a flat percentage rate 
to dispense with the necessity for the upkeep of cony 
plicated accounts and the employment of an elaborate 
in spe c t ing organic at ion. 

Any exemptions from payment of the duty in respect 
of any particular industry may be considered on the 
basis of the actual difference it makes to the price of 
the product of the industry. If the product happens to 
be a necessary article of general consumption a reduc¬ 
tion in the percentage rate may be justified. 

Question No. 179. 

How would you modify your suggestions in reply to 
the foregoing questions if electrical energy — 

(i) is entirely supplied by Government undertak¬ 
ings in a State? 

(u) is supplied by Gov eminent undertakings in 
some areas of a State and private undertakings 
in other areas? 

The position in this State is that electrical energy is 
supplied to consumers by the Government in some areas 
and by private licensees in others and the replies given 
to the previous questions take this fact into account. 
The replies would not, however, need any modification 
even if ail the electrical energy were being supplied by 
Government undertakings alone. 

Question No. 180. 

What degree of uniformity as between different States 
would be desirable in regard to the levy of electricity 
duty? How would you achieve it? 

The imposition of a duty on the consumption of elec 
trical energy must take into account the conditions of its 
generation and distribution, It may be taken as axio¬ 
matic that the amount of the duty together, with the 
cost of the electrical supply to the consumer should not 
make this source of industrial power uneconomic. Sub' 
ject to this condition, if the cost of -supply varies from 
area to area within a State, it is obvious, that the duty 
will fail to be uniform even within the State. The cost 
of supply is a function of several factors such as the 
price of coal the wages of labour the configuration and 
topography of the area of supply and so on; and as these 
conditions differ almost from the district to district, it is 
not possible to bring about uniformity in the rates of the 
supply of energy even within the same State. In the 
circumstances it would be futile to expect uniformity 
in the matter of electric supply rates and rates of elec¬ 
tricity duty as between different States. 

Section III— No Comments 

SUGARCANE CESS 

Section I —-Factual Background 

1. The cess on the entry of sugarcane into specified 
areas for consumption, use or sale therein was intro¬ 
duced in 1938-39. The object was partly to m .ke good 
the deficit caused by Prohibition in excise revenue 
partly to raise funds for a rural development drive and 
partly for cane development and regulation of the sugar 
industry. The cess is levied under Section 29(2) of the 
U. P. Sugar Factories Control Act, 1938. on all sugar 
cane consumed in vacuum pan sugar factories in Uttar 
Pradesh. The ceiling is fixed at 10 per cent', of* the 
minimum price, fixed under Section 21 of the Act or 
four annas a maund, whichever is higher, on the entry 
of sugarcane into a factory. 

2 . The Act has been amended from time to time; but 
the amendments have not affected the conditions of 
imposition of the sugarcane cess. A Bill entitled the 
U. P. Sugarcane (Regulation of Supply and Purchase) 
BUI, 1953 has, however, been passed recently by the 
State Legislature, and placed on the Statute Book in re¬ 
placement of the U. P. Sugar Factories Control Act, 
1938. This Bill was necessitated by the facts that the 
regulation of the sugar industry became an exclusively 
Central subject from 8 th May, 1952 and the State Gov¬ 
ernment have since been concerned only with the sup¬ 
ply of sugarcane to sugar factories. Under this Bill also 
the maximum rate of cess has been fixed at four annas 
a maund on the sugarcane entering a factory. 
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3. When the cess was first imposed in 1938-39 the rate 
was 6 pies per maund of sugarcane. In 1943-44, it was 
raised to one anna per maund. The phenomenal rise in 
prices led to a further increase of the rate from one anna 
to three annas a maund in 1947-48 and this rate is still 
in force. The relative cane prices per maund from 1940- 
41 are given below: 
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The rate of the cess was increased from one anna per 
maund to three annas a maund and the increase was 
reflected in the realisations for 1947-48. A very high 
crush was responsible for very high receipts both in 

1948-49 and 1951-52, The arrears are expected to be 
realized by the end of 1953-54. 

7. The crushing season starts in November and comes 
to an end in April-May each year. The cess is generally 
paid in time, and in any case, before the start of the 
next crushing season, Arrears are recoverable as 
arrears of land revenue. Due to unprecedentedly heavy 
crushing during 1951-52 and difficulties in the disposal 
of the sugar arrears amounting to Rs. 3 crores accumu¬ 
lated; but they are being realized, 

8 , No instances of evasion have come to notice so far. 
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In 1940-41 the ordinary cess was reduced from 6 pies 
to 3 pies, a special cess of 6 pies was imposed for the 
purpose of repaying to the Government of India the de¬ 
ferred duty of Re. 1 per maund on sugar manufactured 
and sold on or after August 25, 1940, and another spe¬ 
cial cess of 3 pies per maund was imposed in the trans- 
Gogra area for payment of compensation to cultivators 
in that area who suffered loss owing to the restriction 
on the production of sugar. These specials cesses were 
withdrawn in 1942-43. 

Considering that the sugar industry is one of the 
major industries of the State, the imposition of the 
sugarcane cess provided a promising source of revenue 
to the State. The expenditure on the regulation of the 
industry, on measures for the improvement of the 
conditions of cane growers and sugar factory labour, on 
development work and development projects in cane 
areas and on development of cane cultivation in the 
State has always exceeded the income from the cess. 
The levying of the cane cess has by all tokens been a 
desirable measure, responsible as it is for providing the 
State with the means of undertaking development ex¬ 
penditure exceeding two crores of rupees a year. 

4. The Secretary to the State Government in the In¬ 
dustries Department deals with all matters connected 
with the cess at the Secretariat level. The Cane Com¬ 
missioner, as Head of the Cane Department, is in admi* 
nistrative charge of the working of the Sugar Factories 
Control Act. The rate of the cess is declared by Gov¬ 
ernment notification. The actual collection is made 
through the Collector of the district in which the factory 
concerned is situated. Every factory is required to pay 
into the Government treasury the amount due as cess 
for a month within a fortnight of the close of that 
month. It has also to submit a return to the Collector 
showing the quantity of sugarcane crushed and the 
amount of cess paid; and the duty is laid upon 
the Collector to verify that the amount of the 
cess has been correctly calculated and that the amount 
has really been credited in the treasury. Unpaid dues 
are recoverable as arrears of land revenue and failure 
to pay any dues is punishable with fine which may ex¬ 
tend to Rs. 2,000. 


Section III —No Comments 

TAX ON SALE OF MOTOR SPIRIT 

Section I— Factual Background 

The U. P. Sales of Motor Spirit Taxation Act was 
passed in 1939 as a rqsult of the decision of the first 
Congress Ministry to find the means to meet the revenue 
deficit in the budget for 1939-40. Under section 3(1) of 
the Act a tax not exceeding 2 annas per gallon is levi¬ 
able on the quantity of motor spirit sold at a retail 
point by a retail dealer in motor spirit. The dealer has 
to register himself as such and obtain a registration cer¬ 
tificate before starting business. He has also to submit 
a monthly return in a prescribed form to the District 
Magistrate of the district in which his retail point is 
situated. 

2. No amendment to the Act has been made since its 
enactment. 

3. The tax is being levied at the rate of 2 annas per 
gallon on the motor spirit sold by a retail dealer. This 
rate was fixed so as not to cause any real hardship or in¬ 
convenience; for its incidence on the passengers and 
goods carried by motor vehicles is quite small. No 
change in the rate has been made since the enactment 
was passed. 

4. The Secretary to Government in the Excise Depart¬ 
ment deals with the administration of the Act at the 
Secretariat level. The Excise Commissioner, as the Head 
of the Department, is in administrative charge of the 
work. The excise stall exercises control and supervision 
over the retail points and wholesale depots to check 
tax evasion. Each retail dealer is required to submit 
to the District Magistrate a monthly return showing his 
receipts and sales during the preceding month, the open¬ 
ing and closing balances and the amount of the tax paid. 
At the same time he is required to deposit in the trea¬ 
sury the amount of tax. If the amount of the tax due 
for a month is not paid within one month of the close 
of that month, the District Magistrate may recover it 
or any sum in addition to it not exceeding double the 
amount of the tax in arrears which he may consider 
reasonable as arrears of land revenue. An appeal lies 
from any order of a District Magistrate to the Excise 
Commissioner and then to the Board of Revenue. An 
appellate order of the Excise Commissioner may be re¬ 
vised by the State Government, 

5. Ordinarily the district staff are responsible for 
carrying out the duties connected with the collection of 
the tax. But an extra clerk in each of the six districts 
where work is heavy has been appointed and the ex¬ 
penditure averages Rs. 10,000 per year. 


5. There is no separate agency for cess collection as 
will be apparent from the arrangements described in 
paragraph 4 above. 


6 . The receipts from the tax since 1946-47 have been 
as follows: 
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The estimated receipts for 1952-53 and 1953-54 have 
been put at Rs. 25,11*500 and Rs, 25,12,500 respectively. 
The tax proceeds depend upon sales of petrol and with 
the improvement of economic conditions in the State, 
the tax revenue should tend to increase. 

7 . There have been no arrears at any time. 

8. No serious evasion of the tax has taken place. Con¬ 
tinuous checking by the excise staff of the retail points 
and the wholesale depots is effective. 

Section III— No Comments 
GENERAL SALES TAX 
Section I— Factual Background 

The Sales Tax was introduced in U. P* on April 1, 
1948. At first the law relating to the tax provided only 
for a multiple point tax with a few exemptions. The 
main criterion for determining taxability was the gross 
turnover of the previous year, turnovers of less than 
Rs. 15,000 being exempt; but shortly afterwards amend¬ 
ments were made to provide for assessment on the alter¬ 
native basis of the turnovers of the current year, if de¬ 
sired; imposition of tax at a single point, and the impo¬ 
sition of tax on forward contracts. In June and July, 
1948 notification were issued exempting a number of 
articles unconditionally and others on payment of fees. 
Originally the maximum fee for exemptions was Rs. 500 
but later it was raised to Rs. 1,000 except in the case 
of bullion which remained at Rs. 500. Certain articles 
were made taxable at a single point at 0-0-3 or 0-0-6 
per rupee. A few goods were made taxable at 0-0-9 or 
0 - 1-0 per rupee. The exemptions were designed # to 
encourage the growth of certain trades and industries. 
Single point taxation was prescribed wherever neces¬ 
sary to lighten the burden of taxation on goods which 
had to pass through a number of hands before reaching 
the consumer. 

2. With a view to giving relief to the industries con¬ 
cerned and at the same time to bring about a greater 
uniformity in the tax structure-rates on all goods which 
were taxable at 0 - 0-9 or 0 - 1-0 per rupee were brought 
down in September, 1948 to 0-0-6 per rupee at a single 
point. In October, 1952, some more changes were made 
in the rates. The tax on biries, matches, jute goods 
and Khandsari sugar was changed to 0-0-6 per rupee at 
a single point while that on cigars and cigarettes was 
changed to 0-0-9 per rupee. By a notification made in 
1953 the tax on crystal sugar was also raised to 0 - 0-6 
per rupee. Two bills were recently introduced in the 
Assembly to amend the Sales Tax Act. One of them 
has already been passed and has become an Act, It 
gives effect to the recent decision of the Supreme Court 
in respect of inter-State sales. The other is intended 
to bring the Act into line with certain judicial decisions, 
to rectify certain mistakes, and to remove certain diffi¬ 
culties which had been experienced in the administra¬ 
tion of the Sales Tax law. This Bill also is likely to 
become law within the next few clays. 

3 . The Act classifies all goods into 4 major classes. 
They are: 

I (a) Commodities which are not included in the de¬ 
finition of goods as defined in the Act (e.g. ac¬ 
tionable claims; stocks; shares or securities). 

(b) Commodities which are goods but whose sale 
have been excluded from turnovers of the 
dealers as defined in the Act, e.g. agricultural 
or horticultural or poultry or dairy products 
under special conditions. 

IL Goods which are exempt from Sales Tax~ 

(a) unconditionally and without payment of any fee 
such as foodgrains, salt, etc. List I, Appendix 
(A); and 

(b) subject to the dealer obtaining an exemption 
certificate on payment of proper fees in accord¬ 
ance with the rules List II, Appendix (A). 

Ill Goods whose sale is taxable at a specified single 
point, vide Lists III, IV and V, Appendix (A). 

IV. Goods whose sale is taxable at all points at 
0-0-3 per rupee (All goods not specified in any 
of the above lists). 

4. (i) The administration of the Sales Tax in 
Uttar Pradesh is done by the Government in the Finance 
Department, Outside the Secretariat the executive 
Head of the Department is the Commissioner Sales Tax. 
The Commissioner of Sales Tax is assisted by a Deputy. 
Commissioner. The State is divided into four ranges 

,each under an Assistant Commissioner. The actual 
* assessment work is done by Sales Tax Officers and 
Assistant Sales Tax Officers who have jurisdiction with¬ 
in their respective circles. Assistant Sales Tax Officers 


are empowered to assess tax on turnovers of up to Rs, 
40,000. Higher turnovers are assessed by Sales Tax 
Officers. There are no Inspectors exclusively for sur¬ 
vey and inspection work. Survey and inspection is done 
by the assessing officers themselves. 

(ii) The appellate and revising authorities known as 
judges (Appeals) (Sales Tax) and Judge (Revisions) 
(Sales Tax) are subject to the jurisdiction of the High 
Court and are quite independent of the head of the 
department. The Judge (Revisions) has his head¬ 
quarters at Lucknow and has jurisdiction throughout 
the State. There are four judges to hear appeals. Their 
headquarters are located at the range headquarters. 
Revisions and appeals are h&ard as far as possible at 
the headquarters of the various Sales Tax Circles. 

(iii) Under the Sales Tax Act arrears of the tax can 
be recovered as arrears of land revenue. The responsi¬ 
bility for recovering the arrears rests with the Collector 
of the district; but the Department watches the progress 
of the work. In places where arrears accumulate beyond 
the realising capacity of the district staff, ^additional 
staff is sanctioned by the Government on the recommen¬ 
dation of_the Sales, Tax Commissioner. 

5. Appendix *B’ gives the figures of collections under 
various heads from 1948-49 to 1952-53. It also contains 
figures of the expenditure incurred by the Department. 
The cost of collection of arrears by Collectors has not 
been included in those figures. 

6 . Various steps have been taken to improve the 
efficiency of the Department. So far there has been no 
expression of any deep seated grievance by the public 
against the administration. The tax itself cannot be 
expected to be popular; but instances of real hardship 
caused by its imposition have so far been rare. 

7. There has been a considerable fall in the receipts 
during the next two years. The main reasons has been 
the effect of the enforcement of Article 286 of the Cons¬ 
titution. The recent fall in prices of many taxable 
commodities has also contributed to this result. 

8 . As the enactment is a recent one, the total arrears 
have been increasing each year but are now reaching 
what may be considered their normal level. Collection 
of the tax from refugees, forest contractors, excise con¬ 
tractors and dealers in cottage industries products has 
proved to be particularly difficult. Grant of stay orders 
by appropriate authorities staying collection of tax is 
another reason for the increase in arrears. The recent 
legislation imposing penalties for non-payment on due 
dates is expected to hasten collections. 

9 . The principal methods through which evasion is 
practised are the maintenance of duplicate accounts, 
conduct of business in several and fictitious names, non¬ 
maintenance of accounts, transport of costly goods by 
post, corrupting the departmental staff, and transport 
of goods by motor vehicles where no check is possible. 
The loss of revenue due to these practices is difficult to 
estimate. Close liaison has been established with the 
Income Tax department, the Sales Tax Departments of 
other States, the Railways, and the various Government 
Departments of this State. A proposal to get railway 
receipts and way bills of trucks countersigned before 
delivery of goods is under consideration. 

Section II— Replies to questions bearing on the tax 
Question No. 125. 

Under the constitution , the only sales or purchases 
which can be taxed are sales or purchases of Goods. Do 
you consider that the sales tax should be extended to — 

(i) services , so that the tax may be leviable on 
(a) charges for services proper (e.g, bills from 
a goldsmith or a printer), (b) charges for both 
services and goods where the two cannot be 
readily separated (e.g., hotel bills) and (c) charg¬ 
es for certain types of goods into the price of 
which service enters as a substantial element 
(e.g. painting or photographs); and 

(ii) transactions of sale or purchase in stock ex¬ 
changes and futures markets ? 

If so, please deal with the administrative and other 
issues which may arise in the implementation of your 
suggestions , 

(a) It is not practicable to levy sales tax on services 
proper, because the tax in such a case would be hardly 
distinguishable from income tax. Where services go to 
the making of goods, the price of the goods includes the 
cost of those services and, except to the extent involv¬ 
ed in taxing the sale of those goods, sales tax cannot 
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be 1 ivied on those services. Where a common bill is 
presented tor goods and services (c.g. hotel bills), there 
is, theoretically, no difficulty, because the services refer¬ 
red to iii connection with such bills are not the services 
which went into the production of the goods referred to 
in the bills but are other services. Therefore it is only 
a matter of assessing the Separate value of those goods 
and of charging sales tax on that value. Normally no 
great difficulties should arise in making such assess¬ 
ments. 


(b) Easy marketability of stocks and shares is very 
necessary if capital formation in the private sector is 
to proceed at n satisfactory rate. While speculative 
transactions on the stock exchanges should be dis¬ 
couraged in every possible way, it is not desirable that 
genuine sales o l stocks and shares should be rendered 
unprofitable through measures of taxation. In the 
interests of the economic progress of the country, such 
transactions should be largely exempt from sales tax. 
Transactions in the futures markets, on the other hand, 
do riot represent real capital investments but are either 
pure and- simple speculation or relate to ordinary sales 
of goods. There is no reason why such transaction 
should be exempted from sales tax. 


Question No. 12(i. 

(i) The Union alone has the power to levy tax on sale 
of newspapers or on advertisement in them . This power 
has not, so far, been exercised. Would you propose as 
desirable <md feasible («) a tax on sales only, or (b) a 
lax on advertisements only, or (c) a tax on both? 

As regards (a) it has been urged that , on account of 
the sinall price charged for each newspaper, the sales 
tax would be fractional and cannot be passed on to the 
hi! .per, whereas in the aggregate it would be an undue 
burden on the concern itself . If you agree with this, 
how v: Jit id you meet the difficulty ? 

As regards (b) what clauses, if any of newspapers or 
advertisements would you exempt from the tax, and 
tuft at rates of tax graded or other, would you levy ? 

(ii) Have you any suggestions to make regarding the 
taxation of advertisements other than those appearing 
in newspapers ? 

(1)—It is feasible to levy a tax on the sale of news¬ 
papers or on advertisements in newspapers. What has 
to be seen, however, is, whether the yield from such a 
tax will compensate for the dissatisfaction that will be 
caused by the imposition of the tax. The argument that 
the sales tax on newspapers cannot be passed on to the 
buyers is fallacious, for it is obvious that the existing 
size of a newspaper can be slightly reduced without 
reducing the price of the newspaper. The tax on adver¬ 
tisement, if imposed, is likely to affect the net income 
of news paper concerns; and in the ultimate resuit is 
likely to have the same effect as a tax on the sale of 
newspapers. 

Question No. 127. 

As regards sales tax generally and , in particular , the 
sales tax on goods bie by the Stales, it is some- 
times argued that—since all goods sold in a State must 
fall within one of three categories viz. (a) manufactured 
or produced within the State, (b) transported into the 
State from elsewhere in the country and (c) imported 
into the Slate from abroad —an extension or increase of 
excise would serve just as well as sales tax for category 
(a) of octroi or terminal tax fur category (b) and of cus¬ 
tomer for category (c) do you agree with this view 
which implies that the sales tax has no specific ftinc- 
tion to perform in the country's system of taxation? If 
not, what In your opinion , from the point of view of a 
correlated tor-str net tire, is the legitimate place and 
scope o.’ the srles tax as distinguished from* that of 
excise, octroi and endows? 


The Octroi lax constitutes a device whereby the re¬ 
sidents of a local area can ensure that the taxation paid 
by them is reserved for use in that are alone. The 
customs and excise • duties on the ether hand are 
eminently fitted for administration by the Central Gov- 
'ernment, because States area are not in a position to levy 
customs duties except at those State boundaries which 
happen to be the country’s boundaries also, or to levy 
excise duties on goods produced in other States. The 
Sales Tax on the other hand, can be levied by the State 
within its own borders and constitutes a convenient and 
elastic source of State Revenue. The fact, that Customs 
duties, excise duties and octroi duties are being levied, 
is no argument for suggesting that the levy of Sales 
Tax can be dispensed with. 


Question No. 128. 

(a) Sales tax is almost invariably levied by the State 
Governments in terms of the turnover of the dealer over 
a given period. Since a Sales tax leviable on the indivi¬ 
dual transaction necessitates fairly elaborate accounts, 
cash memos , etc., which only small proportion of dealers 
is equipped to maintain , do you agree xoith the view 
that, in Indian conditions , the bulk of the sales tax is 
likely, for a long time to come, to continue to be levi¬ 
able on aggregate turnor>er as distinguished from the in¬ 
dividual sale-price? 

(b) In most States there are separate laws governing 
sales tax on petrol , To what articles, if any, do you 
consider it desirable and feasible to ex*tend the particu¬ 
lar system adopted in respect of petrol ? 

(a) Although sales tax is assessed on turnover, the 
dealer has obviously got to pass on the tax to h is cus¬ 
tomers by making a proportionate charge on each sale 
transaction, whether he includes that charge in the price 
or show6 it separately as tax. There is essentially no 
difference between sales tax leviable on aggregate turn¬ 
over and sales tax leviable from individual sale prices. 
The only real distinction is that in the latter case the 
element of sales tax in the total individual sale price 
is calculated and stated at the time of sale itself and in 
the former case the calculation and assessment is done 
at some subsequent time, generally at the time of assess¬ 
ment by the sales tax authorities. People who are not 
literate enough, or for any other reasons do not wish to 
maintain detailed accounts showing the sales tax levi¬ 
able on each individual sale transaction separately, 
naturally prefer the assessment to be clone on the basis 
of total turnovers and this practice is. therefore, likely 
to continue to be the normal one, particularly in respect 
of small business. 

(b) Where special rates of taxation which cannot be 
accommodated in the existing structure of the Sales Tax 
Act have to be prescribed in respect of a commodity or 
article, or special procedures not incorporated in the 
existing law have to be laid down, it would be more 
convenient to enact as special law for the levy of the 
tax on that commodity or article. But, generally speak¬ 
ing, slight amendments to the existing law or rules are 
quite sufficient; and that is the course usually adopted. 
A separate Act exists in this State for the sales tax on 
petrol because the sales tax on that commodity was 
introduced in 1938 wnercas general sales Taxation 
was introduced only in 19411 . 

Question No. 129. 

(1) In regard to a s)jstem of levy based on turnover, 
is the choice broadly limited to the alternatives here¬ 
after mentioned or is there any other system you would 
advocate. Under the system you recommend would 
sales tax continue to be roughly as significant a source 
of State revenue as at present, /The alternatives referred 
to above are , 

(1) a relatively low rate of levy at each of almost 

all points of sale; few dealers excluded and 
few goods exempted ( Mv.iii point); 

(ii) a relatively high rata of levy at only one 
point viz., the point at which a registered deal¬ 
er sells etthcr to a* consumer or to an unregis¬ 
tered dealer; exemption from tax of sales by 
one registered dealer to another registered 
dealer; exclusion from compulsory registration 
of a dealer beZott? a certain limit of turnover; a 
larger number of exempted goods (Single 
Point); 

(iii) various combinations of (he above . 

(2) Which of the aboi'e alternatives would you ad¬ 
vocate, Please state your reason in some detail, 
comparing merits and demerits from the point of view 
of (a) the consumer , (b) the dealer, (c) Industry, trade 
etc., generally and ( d ) Government, Please relate your 
arguments, as far as possible, to lessons which may be 
drawn from the actual working of Sales Tax Acts in 
different States, 

( 3 ) In particular: 

(i) as regards (a) above, do you think that the sales 
tax or any particular form of it, leads to a 
greater burden being placed on the consumer 
than is accounted for by the proceeds which 
accrue to the Exchequer. 

(ii) as regards (b) above haue any suggestions to 
make regarding the simplification of forms, ac¬ 
counts etc., and of the procedure generally in 
order to make the administration of the tax le$3 
burdeyxsome to the dealer. Further having re¬ 
gard to the cost of maintenance of the machi¬ 
nery for compliance, would you suggest an alter¬ 
native form of taxation so far as small dealers 
are concerned. 
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(iii) as regards (c) above, has the imposition of the 
sales tax led to any noticeable change in the 
organisation of the trade in the country, espe¬ 
cially in regard lo the sice of the business unit, 
location cf head-offices number of intermedia¬ 
ries, variety of goods dealt with etc. 

(iv) as regards (d) above please examine the finan¬ 
cial and administrative aspects , including the 
scope fer evasion presented by the particular 
system and the difficulty or otherwise of coun¬ 
teracting if. 

Sales taxation exhibits its simplest structure when 
the tax is levied at one single basic rate at all points of 
sale. In order to give relief to the poorest sections of 
the community and to underdeveloped trades and in* 
dustries, this simple structure has to be modified by 
exempting some goods from the tax altogether* by pres¬ 
cribing special rates of taxation at only one point of 
sale in respect of certain oilier goods* by charging con¬ 
cessional fees on the slab system in respect of certain 
other goods and so on. A modification also becomes 
necessary to enable luxury goods to be taxed at specially 
high rates. The simple multiple point system modified 
iii this manner represents the structure of the taxation 
as adopted in this State; and in has proved to be quite 
satisfactory from the points of view of he dealer, the 
consumer* industry, trade, etc. and the Government. 

The Government have no reason to believe that the 
tax as it is imposed in this State leads to any greater 
burden being placed on the consumer than is accounted 
for by the proceeds which accrue to the Exchequer. 
Some evasion of the tax no doubt occurs; but in such 
cases the wrongful gain is probably shared between the 
consumer and the dealer. 


The State Government would themselves welcome 
any useful suggestions regarding the simplification of 
forms, accounts, etc., and of the procedure generally, 
in order to make the administration of .the tax as little 
troublesome as possible to the dealers. It is difficult 
to envisage any alternative form of taxation which 
would have the same incidence as the sales tax but 
would not require the maintenance of accounts by the 
smaller dealers, 

No structural changes in the trade or commercial 
organisations in the State caused by the imposition of 
sales tax have been brought to the notice of Govern¬ 
ment. No doubt such changes will occur in course of 
time and the law relating to the tax will then have to 
be suitably modified to take int:> account those changes. 
From the point of view of the State the taxation system 
enforced in the State is working satisfactorily and the 
State Government have no special observations to make. 

Question No. 130. 

Jn relation to the particular system you advocate: 

(i) should there be a special rate of levy, higher 
than ordinary rate, for certain articles ? If so, 
for which types of articles? 

(ii) should there be special "*ates of levy, loiuer than 
the ordinary rate, for certain articles? If so for 
which types of articles V 

(iii) which articles, if any , should be exempted al¬ 
together and why ? Please elaborate the princi¬ 
ples which, in your opinion should underlie ex¬ 
emptions . 

Special rates of levy, higher than the ordinary rates, 
are justified in respect of many luxury goods, goods on 
which unduly high profits are being made by the produ¬ 
cers or defers and goods of which the consumption 
should be discouraged. 

Special rates of levy, lower than the ordinary rates, 
may be prescribed for articles on the sale of which the 
dealers normally learn only nominal profits. 

The goods which should be chosen for exemption from 
the tax are those which are essential to the life of the 
community or to the growth of an important infant in¬ 
dustry. In this State, exemption is being given also in 
respect of the sales of all goods sold by dealers having 
annual .turnovers of less than Rs. 15 , 000 . This has been 
done in order to ensure that burden of the taxation on 
the poorer sections of the community is very small. 

Question No. 131. 

In regard to system, rates, exemptions , etc., what de¬ 
gree of uniformity between the different States do you 
consider desirable and feasible ? Would you bring it 
about— 

(1) by formal or informal convention; 


(ii) by central legislation promoted at the instance 
of two or more States; 

(iii) by constitutional amendments so as to include 
certain basic matters connected icith the sales - 
tax in the concurrent list? 

(iv) by constitutional amendment , so as to include 
the item of sales tax , as whole, in the Union 
list? In the last mentioned case hoio ivould you 
apportion the Proceeds? Would this alternative 
be a practicable proposition from the point of 
view of the finances of the States? 

It is evident that so long as economic conditions con¬ 
tinue to vary widely from State lo ‘State the objective 
of uniformity of State taxation over the whole of the 
country is incapable of attainment. Each State must 
be free to alter its taxation measures to suit the require¬ 
ments of the people of the State. If in respect of any 
measure cf taxation that freedom were to be taken 
away, it would be meaningless to retain that taxation in 
the State list. 

The correct course lo follow in this matter is lo ascer¬ 
tain what difficulties arc actually, experienced by trades 
because of the fact that the rates of taxation are differ¬ 
ent in the different States; and to take necessary steps 
to remove those specific difficulties. Attempting to en¬ 
force uniformity of the taxation over the whole country 
is no solution and will merely result in hardship in 
those arfeas where the burden of all taxes taken together 
is highest; and where the State Governments might 
have desired n lighter levy of the sales tax to compen¬ 
sate for other factors. There is, therefore no justifica¬ 
tion either for proposing uniformity of sales taxation 
throughout the country or for attempting to remove 
sales taxation from the exclusive jurisdiction of the 
States on the plea that such -a change is necessary for 
enforcing that * uniformity. 

Any constitutional amendment designed to include 
basic matters connected with the Sales tax in the con¬ 
current list or to include Sales Tax as a whole in the 
Union list will take away the State’s power over the 
only elastic source of revenue allotted to the States 
under the Constitution and will render the States even 
less capable than they are at present to discharge the 
responsibilities laid upon them by the Constitution in 
the spheres of education, public health, etc. In -the 
ultimate analysis the States and the Centre will both 
stand to lose b.v such a retrograde move. The imposition 
of uniform sales taxation over the whole of the country 
will mean that the rate which can be prescribed for 
the weakest State v/ill have to be prescribed for the 
whole of the country, with resultant loss of revenue in 
the States which could have supported a higher rate of 
the taxation. As it is, the States are finding it difficult 
to find the funds which are required for financing even 
the centrally approved development plans such as the 
State Five Year Plans; and constitutional amendments 
like the ones referred to above will make the position 
infinitely worse. 

In this connection the State Government would like 
to observe that there would no doubt be complete uni¬ 
formity if all powers vested in the States were trans¬ 
ferred to the Centre and we had a unitary Government. 
A federal system, however, recognises the need of ad¬ 
justing matters in different regions according to the re¬ 
quirements of those particular regions.- This contem¬ 
plates certain variations in the matter of taxation* etc. 
between various component States. Centralisation has 
certain advantages, but it is not possible for any big 
country to be administered by any one Centre. Such 
possibility might be conceived in a police State. In a 
welfare Sfatc, however, most of the peoples’ vital needs 
including the provision for foed and raiment, shelter 
and employment, have to be met by the States. The 
responsibility of development and national activities lies 
on the Slate Governments. They are in direct touch 
with the people; their policies produce immediate re¬ 
actions, they are in a better position to judge what is 
essential in a particular region and what is not. Their 
resources are as a rule inelastic. They require unlimited 
funds for extension and improvements of schools, roads, 
canals, hospitals, powerhouses, farms, indurtries, etc. It 
is conceivable that some of the existing anomalies in 
the matter of Sales Tax administration might be re¬ 
moved if a uniform system of Sales Tax were adopted 
all over the country. But that would be true not only 
of the Sales Tax but also of many other even more 
important and vital matters. A federal structure with 
autonomy for the States is based on the recognition of 
diversities and differences between the States and on 
the desirability and necessity of maintaining their auto¬ 
nomous character. The Municipalities, which number 
more than 100 in this State, have their own rates of 
octroi, toll-tax, house tax, etc. These, rates vary even 
in adjoining towns and districts. Yet if all of them 
were forced to submit to one rigid system they would 
not be able to make adequate progress or to realise 
their responsibilities 
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When the Constitution was on the anvil, Sales Tax 
was made a State subject. This decision was taken 
with a specific purpose. Every autonomous unit had to 
be given some elastic source of income to enable it to 
raise money to execute its beneficient schemes. The 
suggestion of having Central Legislation prompted at 
the instance of two or more States, or of making a con- 
stitutional amendment so as to include certain basic 
matters connected with the Sales Tax in the Concurrent 
List, or to include the item of Sales Tax as a whole in 
the Union List, will place an uncalled for restriction on 
the power conferred on the States by the formers of the 
Constitution. If their intention had been that the Cen¬ 
tre could, at any future date, assume to itself any other 
powers, in excess of what has been expressly provided 
for in Article 286(3) of the Constitution relating to the 
declaration of certain commodities as essential to the 
life of the community, there would have been a specific 
provision to that effect in the Constitution itself. The 
imposition of any central legislation on the different 
States, for the sake of ensuring uniformity in Sales Tax 
will, therefore, amount to a negation of the principles 
accepted by the Constitution. 

It might be added that, even as it is, the division of 
resources between the Centre and the States does not 
provide to the States the funds needed for financing 
the development plans which are State responsibility; 
and any arrangement or constitutional amendment 
which has the effect of reducing State autonomy in the 
matter of sales taxation will accentuate the difficulties 
of the States and may even affect their financial 
stability. 

Question No. 133 . 


nue in the shape of excise duties, cesses, etc. It is 
obviously unfair that the Centre should collect as ex¬ 
cise revenue, etc., what the States have been prevented 
through a constitutional device from collecting as sales 
tax revenue. 


Question No. 133 . 

(a) As regards “Sales outside the State", “Inter-State 
Commerce ”, etc., please discuss the adequacy or other¬ 
wise of the relevant provisions of Article 286 and sug¬ 
gest remedies for any defects which , in your opinion , 
have been revealed in the actual working of these pro¬ 
visions,, 

(b) Please discuss in this connection the desirability 
and feasibility of the suggestion that purchases only 
(and not sales ) should be taxed, so that the tax Juris¬ 
diction of each State might be confined to parties re¬ 
siding within the State. Alternatively , do you consider 
that purchases should be taxed in certain cases and 
sales in certain others; if so. how and on what consi¬ 
derations would you define the two categories'! In 
either case , please describe your scheme in some detail 
and explain the advantages which you claim for it. 

(a) Now that the Supreme Court have given authori¬ 
tative interpretations in respect of the important provi¬ 
sions of Article 286, most of the difficulties that used 
to be experienced in the application of those provisions 
to actual sale transactions have ceased to exist. The 
main difficulty which still remains is how a State is to 
assess and collect sales tax dues from dealers living 
outside the State who have sold goods for consumption 
within the State. 


To what extent has any desirable uniformity been 
achieved in regard to exemptions (in favour of “goods 
essential for the life of the community”) under clauses 
(3) of ariicle 286 of the Constitution ? What principles 
would you advocate for deciding the exemptions to be 
made under this provision of the Constitution ? Do you 
consider that the scope of the provision contained in 
Clause (3) of Article 286 should be, extended also to 
“essential articles ” which had been subject to sales tax 
before the relevant central enactment came into force ? 

At present the States which had been levying sales 
tax from before on goods which have been declared to 
be -goods essential for the life of the community are 
being allowed to levy sales tax on those goods; whereas 
the remaining States cannot levy the tax on those goods 
except with the permission of the Central Government, 
this is manifestly inequitable; and it is obvious that the 
desirable degree of uniformity has not at all been 
achieved in this connection. 

For deciding wfiether a particular article or commo¬ 
dity should be declared to be essential goods for the 
purpose of exempting it from the operation of the sales 
tax, a reasonable principle to adopt would be that the 
States should not be deprived of their power to levy 
sales tax on any goods in respect of which the Central 
Government reserves to itself the right to collect reve¬ 


(b) The suggestion that purchases and not sales should 
be taxed does not tend to solve above mentioned diffi¬ 
culty. because, before the purchasers can be spotted, the 
sales transactions will first have to be traced and, if 
that is done, it should be easier to collect the tax from 
the dealers, who have established places of business, 
even if outside the State, than from the purchasers, 
who, even if they are residents of the State, may not 
be easy to locate. In fact, collecting a purchase tax 
may become impossible, if the purchaser has given a 
fictitious name and address to the dealer. 

Question No. 134 . 

Do you think that lack of uniformity between the 
States as regards the rates of sales tax and the methods 
of applying it (single or multiple point) has the effect 
of raising barriers in inter-State commerce or of in¬ 
cluding un-economic diversions of trade ? If so, what 
measures would you suggest to rectify the position ? 

No specific instances have been brought to the notice 
of the State Government of any rate of sales taxation 
or of any sales tax procedure in force in the State hav¬ 
ing the effect of raising a barrier against the inter-State 
commerce or of inducing uneconomic diversions of 
trade. 

Section III —No Comments 


Appendix A. 

I, Commodities Exempted Unconditionally 


Serial Name of commodity (in alphabetical order) Authority for exemption Section, Rule Notification with 

No. date 

~7 " ~ 3 _ 

x Ata . .No. ST-1X9/X—928-1948 June 7, 1948. 

2 Bobbins (if exported overseas) ........ No. ST-1433/X—1012-1948, March 30 1949. 

3 Books ............ Section 4 of the Act. 

4 Bran.No. ST-119/X—928-1948 June 7, 1948. 

5 Cattle fodder including green fodder, gower, Chuni, bhusi, chilka including No. ST-908/X—August 20, 1948. 

oil cakes. 

6 Cereals.No. ST-119/X—928-1948, June 7, 1948. 

7 Charcoal ........... Do. 


8 Cloth (all kinds manufactured on handlooms in U. P. and made of silk, No. ST-1797/X— 9 ° 2 ( 5 I )’ 49 > J u ly> L ! 95 I* 
artificial silk, linen and flax or mixture thereof and cotton or wool). 

g Cloth (handloom made of cotton wool or mixture thereof imported from No. ST-I426/X—1012-1948, March 30, 1949. 
outside U. P.) 

10 Coal.No. ST-i 19/X—928-1948, June 7, 1948. 

11 Crushed and sieved Tabacco.No. ST — 2305 /X— October 1, 1952. 
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I 2 

12 Copper, tin nickle and Zinc or any alloy containing any of these metals only 

i 3 Cotton cloth or yarn manufactured in U. P. if exported outside the territo¬ 
ries of India (sale after December i, 1949). 

13-A Cotton Seed ..... .... 

14 Exercise Rooks .......... 

15 Fertilizers .......... 

16 Fish (undried and untinned) ........ 

17 Foodgrains 

18 Fruits-fresh ........... 

19 Fuel wood ........... 

20 Ghee, but not vegetable ghee vanaspati ...... 

21 Groundnuts . .......... 

22 Gul, Jaggery, Shakkar Palmyra jaggery and Rab .... 

23 Gur . 

24 Horn combs .......... 

25 Implements (Agricultural) ........ 

26 Kerosene Oil ......... 

27 Lac stick ........... 

28 Magazines ........... 

29 Maid a ............ 

30 Meat (undried and untinned) ....... 

31 Milk ........ - . 

32 Motor Spirit as defined in U. P. Sales of Motor Spirit Act, 1939 

33 Newspapers ........ Sraftj - 

34 Newsprint ........... 

35 Oil (edible) pressed on ghannis by human or animal labour 

36 Paper ........... 

37 Products (Milk), i.t., Chenna, Dahi, Khoa, Rutter, Cream excluding 

sweet-meat and products sold in scaled containers. 

38 Products (Agricultural and horticultural, grown by the dealer himself or 

grown on any land in which he has an interest. Poultry or Dairy from 
fouls and animals kept by him. 

39 Pulses ............ 

40 Powrine . . . 

41 Salt ............ 

42 Sandal wood oil 

43 Seed (cotton) .......... 

44 Seeds (vegetables) . . . . . . . .' 

45 Softcoke ........... 

46 Sports goods (manufactured by displaced persons) only first sale 

47 Scrap, meant of melting and sheets including circles meant for making 

brassware, and containing only any or all of the metals Hr., copper, tin 
nickle and zinc. 

48 Suji ............ 

49 Tobacco leaves whether green or dried not subjected to any process of 

manufacture. 

50 Vcgetable (green) .......... 

51 Water ............ 

52 Woolen garments knitted by hand ....... 

53 Yarn (hand spun) ......... 

54 Sale of goods to Ambassadors and Diplomats of foreign States in India , 

53 Sales by Lucknow and Dehra Dun branches of the Kashmir Government 
Art Emporium of goods manufactured in and received from Kashmir. 

56 Sale of any goods by the All-India Spinners Association and Gandhi, 
Ashram, Meerut. 

83—1 T. E. Com. (N. D.)/ 55 . 


3 

ST-263/X—902 [645-50, November 2r, 1951*. 

No. ST-6499/X—902 (20)-48, December 3, 1949. 

No. ST-90O/X, August 20, 1948. 

No. ST-I433/X—1012-1948, March 30, 1949. 
No. ST/ug/X—928-1948 June 7, 1948. 

Do. 

Section 4. 

No. ST-119/X—’928-1948, June 7, 1948. 

Do. 

Do. 

Do. 

No. ST-4020/X—902(95-48, June 12, 1952. 

No. ST-119/X—-928-1948, June 7, 1948. 

No. S F-1433/X—1012-1948, March 30, 1949. 
No. ST-119/X—928-1948, June 7, 1948, 

Do. 

Do. 

Section 4. 

No. ST-119/X—-928-1948, June 7, 1948. 

Do. 

Section 4. 

Section 4. 

Section 4. 

No. ST-119/X—926-1948, June 7, 1948. 

Do. 

Do. 

Do. 


Section 2(1) of the Act. 

No. ST-119/X—928-1948, June, 7, 14)48. 

No. ST-908/X—, August 20, 1948. 

Section. 4. 

No. ST-908/X—, August 20, 1948. 

Do. 

No. ST-1433/X—1012-1948, March 30. 1949. 
No. ST-119/X—928-1948, June 7, 1948. 

No. ST-3166/X- 902(375-49, August 2, 1949. 

No. ST-263/X—902(64)-50 November 2 r, 1952. 

No, ST-i 19/X— 928*1948, June 7, 1948. 

Do. 


Do, 

Section 4. 

No. ST-119/X- 928-1948, June 7, 1948. 

Do. 

No. ST-1747/X—, March 9,1950. 

No. ST-2067/X—, October 27, 1951. 
No. ST-308/X— , April 24, 1952, 

Section 4. 
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II, Commodities Exempted on Payment of Fees 


Serial Name of commodity (in alphabetical 
No. order) 

Rate of fees 

Other conditions for exemp¬ 
tion 

Authority for exemption Sec¬ 
tion, Rule Notification with 
date 

1 

2 

3 

4 

5 

1 

Army Canteens , . * 

Annas 4 per Rs, 100 of the 
turnover subject to a maxi¬ 
mum of Rs. 1,000, 

1. Obtain an exemption 
certificate from the appro¬ 
priate authority after the 
payment of the appro¬ 
priate annual fees. 

No, ST—1432/X—1012— 
1948, March 30, 1949, 
and No. ST-987/X— 
948A, dated March 22, 
1948. 




2. Maintain a separate ac¬ 
count of goods in respect 
of which the exemption 
of certificate is issued. 





3, Observe the conditions 
laid down in the Rules 
framed under the Act. 


3 

Bitumen . 

Ditto. 

Ditto. 

No. ST—118/X—929-1948, 
June 7, 1948. 

3 

Bones 

Annas 4 per Rs, 100 of the 
turnover subject to a maxi¬ 
mum of Rs. 1,000. 

Ditto. 

No. ST—910/X'—, August 
20, 1948 and No, ST— 
988—/X948 A March 22, 
* 95 * * 

4 

Bullion and Specie , 

1. Rs, 50 where the turnover 
does not exceed Rs. 20,000. 

Ditto. 

No. ST—118/X 929-1948, 
June, 7 1948. 



2. Rs. 100 where the turnover 
exceeds Rs. 20,000 but 

does not exceed Rs. 50,000. 





3. Rs. 200 where the turnover 
exceeds Rs. 50,000 but does 
not exceed Rs. 1,00,000. 





4. Rs. 350 where the turnover 
exceeds Rs. 1,00,000 but 
does not exceed Rs. 2,00,000. 





5. Rs. 500 where turnover 
exceeds Rs. 2,00,000. 



5 

Carpets exported overseas 

Annas 4 per Rs. 100 of the 
turnover subject to a maxi¬ 
mum of Rs. i,ooo. 

Ditto, 

No, ST—1432/X—roi2— 
1948, March 30, 1949 

and ST-987/X-I948A, 

March 22,1951. 

6 

Cotton Waste . 

Ditto, 

Ditto. 

Ditto. 

7 

Food (cooked) other than sold in sealed 
containers including sweetmeats 
misri made from khandsari sugar and 
gur and other confectionery, 


Ditto. 

ST—118/X—929-1948, June 
7, 1948. 

8 

Gota including lachka , thappa gokhru , 
salma and its ingredients. 

Annas 4 per Rs. too of the 
turnover subject to a maxi¬ 
mum of Rs. 1,000. 

Same as on page 1 column 4 

. ST-910/X—August 20, 1948 
and No. ST-987/X—948A 
March 22, 1951. 

9 

Industrial Lubricant including castor 
oil. 

Same as on page 1 in column 

8. 

Same as on page 1 in column 
8. 

Same as on page 1 in column 
8. 

10 

Kalabaltu and its ingredients 

Rs. to. 

Obtain an exemption certi¬ 
ficate from appropriate 
authority on payment 
of an annual fee and com¬ 
ply with the provisions of 
the rules framed under 
the Act, 

No. ST-1434/X—1012-1948 
March 30, 1949. 

51 

Medicines and Pharmaceutical prepa¬ 
rations* 

Annas 4 per Rs. 100 of the 
turnover subject above to 
a maximum of Rs. 1,000. 

Conditions same as in case 
of No, 9. 

No. ST—118/X—929 1948, 
June 7, 1948 and No. 

ST—987/X—948A, March 
22, 1951. 

12 

Raw Cotton ... 

Annas 8, Ditto. 

Ditto. 

No. ST-910/X—, August 20, 
1948. 

13 

H 

Raw hides and skin .... 

Shellac including 

Paseva mulamma , 
button lac. 

Annas 4 per Rs. 100 of the 
turnover subject to a maxi¬ 
mum of Rs. 1,000. 

Annas 4. 

Same as on page 1 column 

4. 

Ditto. 

No. ST-988/X—948 A, March 
22, 1951, 

Ditto. 

*5 

Sun hemp exported Overseas 

Ditto. 

Ditto. 

No, ST-1432/X—1012—1948; 
March 30, 1949. 

*6 

Tobacco (1 hookah ) 

Ditto. 

Ditto. 

No. ST-118/X—929—1948, 
June 7, 1948. 

17 

Tobacco produced by the Tobacco 
Manufacturers (India) Ltd,, Saha- 
ranpur subject to the conditions that 
goods for sale in U, P, are distributed 
through their Kanpur distributing 
agency and sales of Imperial Tobacco 
Co. (India) Ltd. are made through 
that agency. 

Annas 2. 

Ditto. 

Ditto. 
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UL Commodities liable to pay tax at a single point at 3 pies 


Serial 

No* 

Name of commodity (in alphabetical order) 

Point of tax sale by 

Notification under which single point tax 
imposed 

1 

2 

3 

4 

1 

Country made spirit including bhang and ganja. 

Retail vendor. 

No. ST-3/X—go2(33)-48, dated January 
3 / 4 , 1949 ’ 

2 

Oils (edible) including cocoanut oil, mustard oil, rapsCe- 
ed oil and groundnut oil but excluding those pressed on 
ghannies by human or animal labour. 

Importer manufacturer. 

No, ST-117/X—923-1948, dated June 8, 
1948. 

3 

Oils (non-edible) including linseed oil, mahwa oil and 
neem oil. 

Manufacturer importer. 

No. ST-1424/X—.1012-1948, dated March 30, 
1948. 

4 

Tanned leather ....... 

Importer manufacturer. 

No. ST-I 17/X—923-1948, dated June 8, 
1948. 

5 

Diesel Oil ........ 

Distributor. 

No, ST-117/X—923, dated June 8, 1948. 


IV* Commodities liable to tax at a single point at 6 pies per rupee 

Serial 

No. 

Name of commodity (in alphabetical order) 

Point of Tax sale by 

Notification under which single point tax 
imposed 

1 

2 

3 

4 

1 

Biries ........ 

Importer manufacturer. 

No. ST-822/X, dated April 1, 1953. 

2 

Cement ...... 

(f) Importer, 

( ii ) Distributor, 

(Hi) Manufacturer. 

No. ST-i 17/X—923-1948, dated June 8,1948. 

3 

Chemical of all kinds . 

Importer manufacturer. 

Ditto. 

4 

Cloth made of silk, artificial silk, linen, flax, or mixture of 
silk, artificial silk, linen flax and cotton or wool, if not 
manufactured on handlooms. 

Importer manufacturer. 

No. ST-1797/X—902-1949, 

5 

Cloth manufactured by mills ..... 

Manufacturer importer. 

No. ST-i 17/X—923-1948, June 8, 1948. 

6 

Cinematographic, photographic and other cameras, pro¬ 
jectors and enlargers and films, plates, paper and cloth 
required for use herewith. 

Importer. 

Ditto. 

7 

Cosmetic and toilet requisites (other than soap) 

Importer manufacturer. 

Ditto. 

8 

Cotton yarn manufactured by mills .... 

Importer manufacturers. 

No. ST-i 17/X— 923-1948, June 8, 1948. 

9 

Crockery, cutlery, china and procelain works 

Ditto. 

No. ST-go7/X—August 20, 1948, 

10 

Fire arms and ammunitions ..... 

Ditto. 

Ditto. 

11 

Glasswares ...... 

Ditto. 

Ditto. 

12 

Hosiery of all kinds .... 

Ditto. 

No, ST-i 17/1923-1948, June 8, 1948, and 
No. ST-907/X — August 20, 1948. 

13 

Jaggery Powder 

Ditto. 

No. ST-2312/X, dated October i, 1952. 

H 

Jute goods ........ 

Ditto. 

No. ST-2310/X, dated October 1, 1952, 

1 ) 

Khandsari sugar ....... 

Ditto. 

No. ST-231 i/X, dated October 1,1952. 

16 

Linen and flax yarn ....... 

Ditto. 

No. ST-907/X, August 20, 1948. 

17 

Matches ......... 

Ditto. 

No. ST-2309/X, dated October I, 1952, 

18 

Molasses ........ 

Importer manufacturer. 

No. ST-i 17/X—923—1948, June 8, 1948. 

19 

Motor Lubricants ....... 

Ditto. 

No. ST-908/X—, August 20, 1948. 

20 

Motor Vehicles including motor cars, motor taxicabs, 
motor cycles and cycles combinations, motor scooters, 
motorcttes, motor omnibuses, motor vans and motor 
lorries, chassis motor vehicles, components parts of motor 
vehicles. Articles (including rubber and other tyres and 
tubes and batteries adapted for use as parts and accesso¬ 
ries of motor vehicles not being such articles as are ordi¬ 
narily also used for other purposes than as parts or acces¬ 
sories or motor vehicles). 

Importer. 

No. ST-907/X—-, August 20, 1948. 

21 

Paints, varnishes and all painters materials . 

Importer manufacturer. 

Ditto. 

22 

Radiogramophones ...... 

Importer. 

Ditto. 

23 

Refrigerators and air-conditioning plants 

Importer. 

Ditto. 

24 

Scents and perfumes ...... 

Importer manufacturer. 

No. ST-907/X — August, 20, 1948, 

25 

Soaps ......... 

Manufacturer importer. 

No. ST—117/X—923/1948, June 8, 1948. 
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2 


3 


4 


26 Silk yarn and Artificial silk yarn from July 1, 195! . Manufacturer importer. 

27 Stapple Fibre Yam from August 1951 .... Ditto. 

28 Sugar ......... Manufacturer importer. 

29 Tyres and tubes (except motor and motor cycle tyres and Importer. 

tubes and all other rubber goods.) 

30 Vanaspati ........ Manufacturer importer. 


No. ST-1797/X—902(50/1949, July 1, 1951. 
No. ST-2125/X—902 (5 0 /1951 > July 3 1, * 95 * • 
No. ST-822/X—, April i, 1953. 

No. ST-117/X—923—1948 June 8, 1948. 

No. ST-ii7/X-923-i948-June 8, 1948. 


31 Wireless reception instruments, and apparatus and com- Importer. No. ST-go7/X—, August 20, 1948. 

ponent parts thereof including all electrical valves, ac¬ 
cumulators amplifiers and Loudspeakers which are not 
specially designed for purposes other than wireless re¬ 
ception. 

32 Woollen goods excluding (Carpets) and knitting work . Manufacturer importer. No. ST—117-X—923—1948, June 8,1948 

and No. ST—369/X—923—1948, June 
1, 1948. 


V, Commodities Liable to Tax at a single point at 9 Pies per Rupee 


Serial Name of commodity (in alphabetical order) Point of tax sale by Notification under which single point tax 

* imposed. 


3 4 


1 Cigars ......... Importer manufacturer. No. ST-2307/X—, dated October 1, 1952. 

2 Cigarettes and pipe Tobacco. ..... (i) Kanpur Agency, No, ST-2308/X—, dated October 1, i 95 2 * 

(«) Importer, 

(ill) Manufacturer. 


Appendix B 




Administration of the U. P. Sales Tax Act , 

<0 

CO 



(In 

thousand) 

* 


Receipts 

under U. P. 

Sales Tax Act 

Refunds 

and 

Expenditure 



Year 

Sales Tax 

Fees 

Other 

receipts 

Total 

lvL LJaLio 

Net receipts 

As p. c. of 
net receipts 



Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 


1943-49 

, 

4> I 3>3 2 

10,23 

6 

4,23,61 

, *4 

44347 

8,3° 

2.0 

1919-5° 


6,23,55 

9,°3 

13 

6,32,7* 

21,60 

6,11,11 

*9,36 

3-2 

1950-51 

. 

5,t2,86 

6,93 

1,13 

540,91* 

28,82 

4,9249 

20,34 

4.1 

i95!-5 2 


4,92,55 

8,26 

52 

5>°L33 

20,51 

4,80,82 

2i,43 

4-5 

i95 2 -53 


4,54^8 

7,39 

79 

4,62,66 

16,98 

4.45)68 

22,23 

5-° 


♦The difference of one in this figure is compared to the total of the figures in the three previous columns, is due to approximation in 
figures being taken correct to the nearest thousand. 


IRRIGATION RATES AND BETTERMENT LEVY 


cupier’s rate amounted to Rs, 553'01 lakhs while the 
owner’s rate was only Rs. 0-83 lakhs. 


Section I— Factual background 


1. At present the only charge that is made is the 
occupier’s rate payable in respect of canal water sup¬ 
plied for purposes of Irrigation to the occupiers of land 
under section 36 of the Northern India Canal and^ Drain¬ 
age Act No. VIII of 1873. These rates are determined by 
the rules made by the State Government. These rules 
are laid down in para. 153(19—25) of I.M.O. Volume II. 


The irrigation rates are levied in areas irrigated fruu 1 
canals on the basis of the nature of the crops and the 
area irrigated, while in the case of irrigation done from 
tube-wells the rates are based on the volume of water 
supplied. 


In addition to the occupier’s rate, a charge known as 
owner’s rate used to be levied under section 37 of the 
Northern India Canal and Drainage Act No VIII of 1873 
on the owner’s of land in respect of benefits which they 
derived from canal irrigation. With the abolition of 
Zamindri in this State the ownership of land now vests 
in the Government; and the question whether this late 
can be levied now is under the consideration of the 
Government. The amount of owner’s rate levied in any 
year has, however, always been negligible as compared 
to the occupier’s rate. In 1950-51, for instance, the oc- 


2. No amendments of law have been made during 
the past few years nor are any changes under contem¬ 
plation at present. The rates were however revised 
recently. 

3. The rates in force up to 30th September, 1947 are 
contained in Appendix IV of I. M. O. Volume II (vide 
Annexure I). With effect from 1st October, 1948 the 
following surcharge was levied on those rates under 
G. O. No. 116—WXXIII-62W/1946, dated 18th January. 
1949, (copy enclosed vide Annexure II). 

(1) No Surcharge on fodder crops. 

(2) 25 per cent surcharge on rice and Jute. 

(3) 50 per cent, surcharge on all other crops. 

The present rates that came in force from 1st April, 
1953, are contained in Government Notification No. 1579- 
W/XXIII, dated March 31, 1953 (vide Annexure III), 

The principle on which the occupier’s rate is charged 
is explained in the answer to Question No. 157(ii), 

There has been increase in the revenue on account of 
the change introduced in 1948, as will appear from the 
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following figures which show the revenue prior to, as 
well as after, the change :____._ 

Year Revenue 


dis within 60 days of its receipt and made the full pay¬ 
ment within 90 days. This rate was increased by Gov¬ 
ernment to 9 pies per rupee in 1921. The original con¬ 
dition of depositing 3/4ths of the demand within 60 
days was deleted at that time but the time limit for the 
full payment was retained. 


1946- 47 

1947- 48 

1948- 49 
i949'5o 

1 950- 51 

1951 - 52 


Rs. 

. 340 , 06,778 

. 3,68,28,393 

■ 3 * 22 , 37,564 

. 5*04,68,299 

■ 5*37* 0 8,272 

- 6 , 15 , 53*464 


Annexure IV shows the areas irrigated and the re¬ 
venue derived for the years 1900-01 to 1951-52 and 
Annexure V shows districtwise the areas irrigated. 

4. The Administrative set-up relating to the levy of 
the rates is as follows: 

The subject of Irrigation rates is dealt with at the 
Secretariat in the Irrigation (Works) Department under 
the administrative control of a Secretary to the Govern¬ 
ment. When a proposal for sanctioning an irrigation 
rate is received in the Secretariat, it is examined in 
that Department in consultation with Finance Depart¬ 
ment and after the proposal as it finally emerges from 
this examination has been approved by Government it 
is notified in the official Gazette for general informa¬ 
tion. 

The administrative set-up for the levy of the rates at 
the Executive level is made up of: 


In practice the Collectors almost invariably used to 
collect the dues through the Lambardars and the system 
worked fairly satisfactorily for more than half a cen¬ 
tury. But latterly, on account of changed political and 
economic conditions in the country, the Lambardars 
began to experience difficulties in making these reali¬ 
zations and showed increasing reluctance to undertake 
the work. Section 47 of the Canal Act was consequent¬ 
ly amended by the Government so as to make it option¬ 
al for the Lambardars to accept or refuse canal jama- 
bandis. The result of this amendment was that direct 
collection became the order of the day and only such 
Lambardars as applied for Jamabandis or were known 
to be solvent and regular in payments, continued to re¬ 
ceive them. Under the direct system of collection the 
realization is made by Government with the help of 
amins. On receipt of the Jamabandis from the Irriga¬ 
tion Department, the Tahsildar divides the Tahsil into 
amins 9 circles in such manner that the demand in each 
circle is approximately Rs, 9,000, the amount that can 
be collected by one amin in three months at the rate 
of Rs. 3,000 per month. If the number of amins in a 
Tahsil does not exceed 8, their work is supervised by the 
regular N aib-Tahsildar attached to the Tahsil; other¬ 
wise extra Naib-Tahsildars required are appointed by 
the Collector for three months. The cost of collection 
should not ordinarily exceed 2-5 per cent, of the de¬ 
mand and is not allowed in any case to exceed 3 per 
cent,, of the demand. 

If a cultivator desires to contest the correctness of 
the entries in the J amabandis either in respect of the 
fact of the land having been irrigated or of its having 
been charged flow instead of lift or vice versa , or as to 
the measurements or as regards the entries of class or 


(a) Chief Engineers (b) Superintending Engineers 

(c) Executive Engineers (d) Assistant Engineers] 

(e) D.R.Os, (f) Ziledars 

(g) Amins (h) Patrols and T.W.Os. 

The arrangement made for (i) the assessment and (ii) 
collection of the rates is briefly stated below: 

The patrol or the T. W. O. keeps a record of the irri¬ 
gation done in each field irrigated in his Khasra Shud- 
kar which is checked by the Officers mentioned against 
(c) to ( h ) above both at the time when the irrigation is 
in progress through Kham Partal and again at the time 
of final measurement through Pukta PartaL The parcha 
for each cultivator is thereafter prepared by the amin 
and given to the cultivator. The amin also prepares the 
Jamabandi or the Demand statement with the assistance 
of the village Patwari. These Jamabandis are sent by 
the Executive Engineer to the Collectors for realization 
of the dues from the Cultivators. The Northern India 
Canal and Drainage Act enjoins on the Collector to 
recover canal dues as arrears of land revenue when 
required to do so by the Divisional Canal Officer. The 
irrigation dues formerly used to be collected through 
Lambardars who were remunerated under Section 47(4) 
of the Canal Act, at 6 pies per rupee for the work pro¬ 
vided they deposited 3/4th the amount of the Jamaban- 


crop, he can lodge a complaint with one of the follow¬ 
ing: 

(1) Divisional Canal Officer; 

(2) Canal D. R. O. 

(3) Sub-Divisional Officer ; 

(4) Canal Ziledar; 

within 30 days of the date on which parchas are dis¬ 
tributed on the completion of the measurements of the 
village or, if he has been charged when he has not 
taken any water from the canal during the fasl, within 
21 days of the date on which he first became acquaint¬ 
ed with the claim against him; and the complaint is in¬ 
vestigated on the spot within 15 days of its being lodged 
and is promptly decided by one of the first three officers 
mentioned above. In respect of cases disposed of by 
the S. D. O. or D. R. O., an appeal lies provided it is 
filed (within 15 days) to the Divisional Canal Officer and 
in respect of the cases decided by the Divisional Canal 
Officer an appeal lies to the Superintending Engineer, 
No appeal can be lodged after the expiration of the 
period mentioned in Para, 153 (87 of the I. M. O. 
Volume II.) (vide Annexure VI). 

5. The following statement shows the cost of adminis¬ 
tration, the cost of collection and the receipts during the 
last 6 years. 


Gross Receipts Working Expenses 

Year --- „ 

Direct Share of Total Establish* Other Total Collection 
receipts land men t 18 mainte- charges 

revenue charges nance 

charges 


I9 4 6 " 47 340*06 39-85 379*9* 94*56 125*53 220-09 6*57 

i 947-48 368-28 39*85 408*23 113*86 149*63 263-49 6*57 

ffi 48’49 322*37 39*85 362*22 129*62 171*17 300*79 6-57 

1949-50 504*88 39-85 544*73 124*49 161*32 285*81 11*15 

I95 °‘5 l 537*o8 39.85 576*93 170*02 167*15 337*17 12*00 

. .615*53 39*85 655-38 200*99 171*37 372*3 6 28-30 













On account of the regular partal done by the various 
officers the present system has proved to be quite effi¬ 
cient and there is practically no leakage of revenue be¬ 
cause of under assessment. 

Collections are made soon after the harvest when the 
cultivator has got money to pay. As irrigation rates 
are only 5 per cent, to 10 per cent., of the value of the 
produce in cash,. their payment does not entail any 
particular hardship to the cultivator. No particular 
changes seem to be called in the existing system of col¬ 
lection of the rates. 


6. The statement in para. 5 above gives figures of re¬ 
ceipts which will show that the general trend of receipts 
is upwards. Working expenses are also increasing owing 
to the present day economic conditions. 

1. There are practically no arrears; and, if any isolat¬ 
ed cases of default occur, recoveries are made by the 
Collectors as arrears of land revenue. 


8. As checking of the irrigation done by the cultivator 
proceeds throughout the year and is carried out by 
various officers there is not much scope for evasion and 
the extent of revenue lost through evasion is negligible. 
The fact that assessing and the collecting agencies are 
separate has also helped to bring about this result. 

Section II— Replies to Questions bearing on the tax 

The statement as required on page 25 of the Supple¬ 
ment to the questionnaire is attached to this note. As 
the accounts are not kept by the Accountant General, 
according to the actual projects completed but accord¬ 
ing to the irrigation systems, it has not been possible to 
fill in actual figures and the figures as per projects have 
been filled in, in this statement. The figures under (b) 
and (c) have been combined as separate figures are not 
available for major and minor irrigation projects. 

Question No. 155, 

Would you recommend any of the following taxes, 
either singly or in combination , where a major irrigation 
work has been constructed by the State — 

(i) a betterment levy representing a portion of the 
increase in the value of land; 

ai) an irrigation rate for the water actually sup¬ 
plied; 

(iii) a small compulsory cess for all lands under 
command, whether the water is actually utilis¬ 
ed or not; 

(iv) any other tax or taxes, as an alternative to or 
in conjunction with the above ? 


(i) A charge of the nature of a betterment levy, and 
known as owner’s rate has hitherto been levied, under 
section 37 of the Northern India Canal and Drainage 
Act No. VIII of 1873, on owners of lands in tracts where 
canal irrigation is being done in respect of the poten¬ 
tial increase in the annual rents and the capital value 
of the land. This owner’s rate, which under the law 
could not exceed l/3rd the occupier’s rate, was leviable 
from the date irrigation was first done till the next set¬ 
tlement operations when the land revenue was enhanc¬ 
ed on the basis of the increased rents. With the aboli¬ 
tion of Zamindari, the owner’s rate is now not being 
levied because the land rents payable by the cultivators 
have not been reduced and continue to be the same. 

The occupier’s rates have been increased by 125 per 
cent, to 250 per cent, over the pre-1948 rates, and in view 
of this increase in rates, the question of imposing better¬ 
ment levies has not the same importance which it would 
have otherwise had. Moreover an objection to the levy 
of the betterment tax, that where water is in short 
supply, the majority of the cultivators in that area do 
not get water and only a portion of the area is irrigated 
has got to be considered. On all existing works 
in the Western U. P. Canals and Tube-wells, and in Cen¬ 
tral U. P.. as well as in Bundelkhand. the general posi¬ 
tion is that the supply of water is less than the demand 
and therefore most cultivators do not get as much water 
as they want and many have to go without water. In 
such areas a betterment levy can be imposed only if 
there are factors which outweigh the objection referred 
to above. 


(ii) The expenditure incurred by the State in main¬ 
taining irrigation works has obviously to be recovered 
from the cultivators whose fields are irrigated. As 
already explained, an irrigation rate known as ‘occu¬ 
pier’s rate’ is already being charged in this State every 
fasl from the cultivators on the basis of the crop and 
the area irrigated. 


(iii) A small compulsory cess could perhaps be levied 
on all lands under the command of new irrigation works 
in those areas of the Eastern U. P. where there are very 
few irrigation works at present. None were built in 
the past because this tract has a high intensity of rain¬ 
fall; and large riverine and other areas suffered from 
floods rather than from lack of water. On account of 
the pressure of population and the sitting of a number 
of sugar factories in this area and also as a result of 
the experience of a few drought years, the cultivators 
in the whole of the Eastern U. P. are now very keen 
to ensure the safety of their crops and to improve their 
yields by artificial irrigation. Recently Government 
had to spend several erores of rupees in meeting the 
situation created in that area by repeated droughts and 
more than a thousand tube-wells are now under cons¬ 
truction and several gravity and pumped canals and re¬ 
servoir schemes are under consideration or in hand. It 
is, however, felt that on account of the higher rainfall 
in this area artificial means of irrigation may not be so 
fully utilised as in the other parts of the U. P. i.e., if 
there is ample rainfall in 2 years out of 4, the need for 
irrigation in the wet years will be smaller, while in 
dry years the cultivators would like to defer irrigating 
their fields as long as they could in the hope of getting 
rains and thus seeing on irrigation charges which will 
be high in view of the present day costs. In case the 
failure of rainfall persists, a large number of cultiva¬ 
tors will require water all at one time, which it would 
naturally be difficult to arrange and there will be the 
danger that substantial areas needing water may be left 
without it, resulting in loss to the State in revenue as 
well as in agricultural produce. It is, therefore, worth 
considering whether in such areas it might not be useful 
to charge reduced irrigation rates (as compared to other 
parts of the U. P.) and to make up for the loss by charg¬ 
ing a small cess on all fields within the canal commands. 
The reduced irrigation rates should serve as an incen¬ 
tive to the cultivators to take canal water without wait¬ 
ing for the rains. In major canal systems, however, the 
areas which are near the head reach of the system are 
better served than the areas lower down and in such 
cases a uniform cess on all the areas would hardly be 
fair. This matter, however, require careful considera¬ 
tion, particularly as we have no experience of how the 
proposed arrangement would work in actual practice. 

(iv) It is difficult to suggest any other taxes in con¬ 
nection with irrigation other than those discussed above. 

Question No. 156. 

What portion of the increment in land value may be 
reasonably abosorbed by the State as betterment levy? 

How should it be assessed, in what instalments should 
it be collected and by what administrative machinery ? 

Hold would you time the recovery in relation to de¬ 
velopment i.e., before the project comes into full opera¬ 
tion or afterwards when substantial incremental value 
is actually realised ? 

Would it be proper and practicable to impose a better¬ 
ment levy on lands already benefited by an existing 
irrigation work? 

Should the proceeds from the levy be earmarked for 
a specific connected purpose, e.g., contributing towards 
the cost of the particular irrigation project or of other 
irrigation projects? 

For the reason explained in the answer to Question 
no. 155 (i) the State Government have not so far taken 
up for consideration proposal to impose betterment 
levies. The factual data has, therefore, not been col¬ 
lected. 

Question No. 157, 

(i) Should the irrigation rate be no more than an 
adequate charge for the water supplied or should it also 
contain an element of additional levy on the increased 
yield or crops? Can you indicate with reference to condi¬ 
tions in your State whether, and if so to what extent, 
there is an element of additional levy in respect of (a) 
old irrigation works (b) neio irrigation works? What 
limits would you place on the quantum of additional 
levy in respect of (a) cId irrigation work (b) new irri¬ 
gation works? 

(ii) Would you base the irrigation rate primarily on 
(a) area irrigated ( b) quantity of water supplied, (c) 
crop value (d) any other factor? 

(iii) Are you in favour of periodical revision of water 
rates? If so, with reference to one or more specified 
states, ivhat period would you consider appropriate hi 
conformity with economic considerations and in the 
light of administrative convenience? 
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(iv) Do you advocate concessional or incentive rates t 
particularly in the initial stages of development , with 
a view to encouraging the production of specific crops 
or the adoption of desired farming techniques '? 

(i) When the “adequate charge’* for the water suppli¬ 
ed is substantially less than the cost which the cultivator 
would have to incur in obtaining irrigation through any 
other means, it is desirable that the irrigation rate should 
contain an element of additional levy on the increased 
yield of crops in order that the benefits of State irriga¬ 
tion may be extended to areas which are not fortunate 
enough to have them at present. Until the audited figu¬ 
res of expenditure are available, it is not possible to say 
to what extent the present irrigation receipts contain 
such an element in respect of the old irrigation works 
and the new irrigation works separately. But approxi¬ 
mately speaking and taking all the works together it 
may be said that the element of additional levy is of 
the order of 4-6 per cent, of the Capital Outlay. The 
entire amount so collected is. it should be noted, trans¬ 
ferred to a Special Fund for financing irrigation, hydro¬ 
electric, and other development works. 

As regards the maximum limit to be placed on the 
quantum of the additional levy, that will vary from 
time to time depending upon the prevailing economic 
conditions, particularly the food-grain prices and the 
costs of cultivation. 

(ii) It would certainly be best to base irrigation rates 
on the quantity of water supplied ; but this is practica¬ 
ble only in respect of tube-wells where the quantity of 
water supplied can be fairly accurately determined. It 
is unsuitable for canals where even the approximate 
determination of the quantity of water supplied is 
difficult and the irrigation rates, known as occupier’s 
rates, have therefore to be based on the area irrigated 
and on crop value. The occupier’s rate charged from 
the cultivators can be considered to be based on the va- 


within the command of the irrigation work as would 
compensate for the loss from the fixation of slightly 
concessional rates for the area irrigated in an average 
year But this cess would be justified only if the cul¬ 
tivator who has to pay the cess can in case of need 
get his land irrigated for the benefit of his crops 
though the irrigation may have to be done on dates 
fixed by the Department in accordance with a scheme 
for the best utilisation of the water supply available. 
But if a cultivator cannot be sure of setting at least 
the minimum amount of water to save his crops, then 
prima facie , there would be no case for the levy of 
a regular annual compulsory irrigation cess on his 
land. 

Question No. 159. 

If the items mentioned above—betterment levy , irri¬ 
gation rate and irrigation cess—were discussed in con¬ 
nection with a minor irrigation work, or a tube-well 
scheme , to what extent would your replies have to be 
modified ? 

The replies given to the previous questions would 
not require to be modified to any material extent if 
the irrigation works under consideration were minor 
works instead of major projects. 

Question No. 160. 

In what circumstances would a consolidated rate of 
land revenue—where the assessment includes an ele¬ 
ment of water rate —be preferable to a scheme of se¬ 
parate irrigation rates and cesses ? 

This sort of consolidation levy is very limited appli¬ 
cation and can be imposed only in relation to small 
schemes and areas, where the available water supply 
has to be utilised in a restricted area and cannot be 
diverted for use elsewhere but the whole of the restrict¬ 
ed area can be irrigated. 

Question No. 161, 


lue of water measured as a function of the cost of sup¬ 
ply and the increase in produce-value of the land irri¬ 
gated. The former determines the lowest financially 
sound limit and the latter the uppermost permissible 
limit between which water rates can vary; and a fair 
rate is one which yields an adequate profit on outlay 
on the one hand, and offers sufficient inducement to the 
cultivators on the other ; but prevents extravagence or 
waste of irrigational facilities. 

As it is difficult to evaluate exactly the extra net in¬ 
come from land due to irrigation, it has been, for the 
sake of simplicity, the practice in many countries to 
base water rates on the total value of the crop produ¬ 
ced. For example in America water rates vary from 
l/5th to l/6th of the total value of the crop ; in Egypt 
the rate is 1 /7th and nearer home in Bombay it is also 
about l/7th. The factors which determine the fac¬ 
tion for every particular country are the conditions of 
soil, humidity, temperature, rainfall, subsoil moisture, 


What is the scope for the imposition of a surcharge 
on irrigation rates based on— 

(i) crop values; 

(ii) sizes of holdings, etc.; 

for the purpose of financing projects of a local chara- 
cter ? 

When the difference in the cost of cultivation of irri¬ 
gated areas and unirrigated areas is large, such a sur¬ 
charge may be justifible on the principle of taxable 
capacity. But ordinarily such a surcharge < which will 
bring about a difference in the cost of # cultivation bet¬ 
ween one irrigated area and its contiguous irrigated 
areas is likely to create dissatisfaction. 

Section III— No Comments 
Annexure 1 

Copy of paragraph 189 of I. M. O. Valume II 

/t A-f Tfnt.P. 


transport and marketing facilities, besides the financial 
condition of the Government. Taking all these factors 
into account, it was recommended by the Irrigation 
Rates Committee, U. P., 1939, that in the case of the 
U. P., the water rates should not ordinarily exceed 
J/10th of the value of the gross produce. 

Crops like sugarcane which are more paying to the 
cultivator are charged higher irrigation rates ; where¬ 
as cheap crops, like fodder, are charged low irrigation 
rates. Further in Rabi, when water is scarce, irriga¬ 
tion is done at higher rates ; whereas in Kharif, when 
water is in abundance, crops irrigated at that time are 
charged lower rates. It will thus be observed that irri¬ 
gation rates in this Pradesh are based on (a) the area 
irrigated (b) the quantity of water supplied, (c) the 
value of the crop irrigated and (d) other factors. The 
rates of different crops are thus fixed taking all these 
matters into consideration. 

(iii) The rates should not ordinarily be revised be¬ 
fore a period of 10 or 15 years has elapsed since the 
previous revision, unless there have been abnormal 
changes in the general conditions regarding the cost of 
labour, materials or wages, etc, 

(iv) Incentive rates are necessary to develop irriga¬ 
tion in areas where artificial irrigation is not much 
practised. It is also necessary to enable cultivators to 
make a saving which they may invest in the develop¬ 
ment of their land. Where irrigation is already in 
vogue, and the intention is to provide further facilities, 
incentive rates are not necessary. 


189. The following rules and abstracts of notiftca- 
ion regarding the assessment of owneris rates are here 
nserted foir the Information and guidance of canal 
>fficers ; 

(1) On all canal-irrigated land in revenue-paying 
nahals which was not assessed to land revenue on the 
>asis of “wet” rates in the course of the most recent 
ettlement, the owner’s rate shall be levied at one-third 
>f the occupier’s rate for such land : 

Provided that in any mahal such owner’s rate shall 
n no case exceed the sum which, under the law for 
he time being in force for the assessment of land 
■evenue might be or has been assessed on such land on 
tccount’of the increase in the annual value or produce 
hereof resulting from canal irrigation ; that is, it shall 
lot exceed a percentage of the difference between the 
‘wet” and “dry’ rent rates for similar classes of land 
vhich shall be the percentage of net asssets at which 
and revenue might be or has been assessed on the 
nahal. (Vide Irrigation Branch Notification No. 11132- 
.W./17-B—64-W, dated September 2, 1936.) 

Explanation —(i) For the purpose of deciding whe- 
her owner’s rate is chargeable, the field shall be taken 
is the unit, so that, in the case of any field in respect 
d which land revenue was assessed according to ary 
■ates, owner’s rate will be payable when the field comes 
inder canal irrigation. 

(ii) It is immaterial whether land was irrigated 
rom canals or from any other source at time of settle- 
nent; the criterion is whether wet or dry rates 
_Kooic fnr assessment in respect of tnat 


Question No. 158. 


land. 


How would you fix the compulsory irrigation cess? 
Would you make it a small fee relatable to the annual 
cost of maintenance of the work ? 

In the light of the considerations explained in the 
answer to Question no 155 (iii) a not unreasonable 
way of fixing the rate of compulsory irrigation cess 
would be at so much per acre of the unirrigated area 


(2) On canal-irrigated land in revenue-free mahals , 
*mer’ s rate shall be paid by the proprietors at one- 
lird of the occupier’s rate in respect of all land on 
hich occupier’s rate is levied; provided that the maxi¬ 
mal prescribed for land in revenue-paying mahals 
nder the proviso to rule (1) is n ?t exceeded (Vide 
rigation Branch Notification No, 11132-1. W./17-B 64 

r t dated September 2, 1936.) 
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(3) As regards lands where the owners are distinct 
from the grantees of the land revenue, and where the 
revenue was assessed at last settlement, but assigned 
to the grantees, owner’s rate shall be paid by the pro¬ 
prietors in accordance with rule (1). (Vide Irrigation 
Branch Notification No. 11132-1. W./17-B—64-W, dated 
September 2, 1936.) 

(4) The patwaris of villages within which there is 
canal irrigation shall forthwith draw up lists of all fields 
which were not assessed at “wet” rates at the last set¬ 
tlements, viz., of all fields entered as non-irrigated in 
the khasra of that settlement and which are consequent¬ 
ly liable now to owner’s rate if irrigated since from the 
canal. Where, for the reasons given in paragraph 8 of 
G. O. No. 2088-A, dated August 31, 1874, the khasra en¬ 
tries do not correspond with those of the No. Ill state¬ 
ments, collectors will be guided by the instructions con¬ 
tained in that Government order. 

(5) The lists thus drawn up shall be checked as 
follows: 

Twenty-five per cent, of the entries for each village 
are to be tested by kanungos, ten per cent, by the tahsil- 
dars, and five per cent, by assistant or deputy collectors. 
The entries tested by kanungos, ten per cent, by the 
tahsildars, and should include the culturable as well as 
the cultivated area, as much of the^ former will, of 
course, have been brought under cultivation since the 
last settlement, and with this have obtained also per¬ 
haps irrigation from the canal. 

(6) The lists thus prepared shall be made over to the 
Irrigation Department, who will note in their khasras 
the owner’s rate leviable in accordance with existing 
rules on each field. The canal muharrir will from time 
to time furnish the collector with a memorandum in the 
shape of a statement of demand, 

(7) Collectors should keep up for each mahal, for each 
harvest, a regular statement of demand, collections and 
balances on account of owner’s rate. 

(8) In the case of lands irrigated from the Upper 

Ganges Canal, Lower Canal (including the Haiwakhan- 
da Distributary but excluding the Fatehpur branch and 
the Ghatampur Distributary extension), Agra and East¬ 
ern Jumna Canals, owners rate is calculated on the 
basis of the occupier’s rate in force previous to the 
issue of Revenue Department Notification No. 3376/1 
—98-A, dated December 15, 1892. ( Vide Revenue Mis¬ 

cellaneous Department Notification No. 2688/1—98-A, 
dated September 19, 1893.) See also Irrigation Branch 
Notifications Nos. 843 and 845-I.W./17—64-W, dated 
May 16, 1930. 

(9) The owner’s rate assessed on lands in the Muttra 
and Agra districts, irrigated from the Agra Canal, is 
one-sixth of the occupier’s rate (Vide revenue Depart¬ 
ment notification no. 1407, dated August 20. 1890.) 

(10) No owner’s rate is levied on the lands irrigated 
by the Betwa Canal or on lands irrigated by the Fateh¬ 
pur Branch and Lower Ganges, Canal excluding the 
Halwakhanda distributary, vide Irrigation Branch Noti¬ 
fication No. 843-1. W./17-B—64-W., dated May 16, 1930, 
and letter No. 3130-1, dated November 24, 1885. 

(11) No owner’s rate shall be levied in any mauza 
into which canal irrigation was introduced for the first 
time as a consequence of the extension of the Ghatam¬ 
pur distributary, vide Irrigation Branch Notification 
No. 845-I.W./17-B—64-W., dated May 16, 1980. 


(12) Owner’s rate imposed on lands irrigated from the 
Dun and Bijnor Canals shall be one-third of the oc¬ 
cupier’s rate for the time being charged. (Vide Irri¬ 
gation Branch Notification No. 1802-1, dated June 13, 
1899.) 

(13) In the case of Rohilkhand Canals owner’s rate 

will be levied at one-third of the occupier’s rate in force 
previous to the issue of Irrigation Branch Notification 
No 4460-1. dated December, 1, 1897. (Vide Irrigation 

Branch Notification No. 3823-1, dated December 13, 1898) 

(14) No owner’s rate is leviable in respect of lands 
irrigated from government channels in the Mirzapur dis¬ 
trict (Vide Irrigation Branch Notification No. 3552-I.M./ 
17—83-W., dated August 21, 1917.) 

(15) No owner’s rate is charged on lands newly irri¬ 
gated from the Sarda Canal or its channels. 


(16) Owner’s rate assessed as a direct charge on all 
lands irrigated in the Benares State from the Garai 
Canal in the Mirzapur Canals Sub-division is one-third 
of the occupier’s rate. (Vide Irrigation Branch G. O, no. 
206-1.W./17-B—64-W.I., dated February 29, 1928.) 


(17) No owner’s rate is leviable on lands irrigated 
from the following canals, lakes and tanks : 

(i) Ken Canal. 

(ii) Dhasan CanaL 

(iii) Majhgawan tank. 

(iv) Kulpahar tank, 

(v) Rajpura tank and canals. 

(vi) Barwar lake and canal. 

(vii) Banpur tank, 

(viii) Pahuj and Garhmau Canals. 

(xx) Lakes and tanks in Jhansi and Hamirpur dis¬ 
tricts. 

(x) Belasagar tank. 

(xi) Kamalpura tank. 


(18) No owner’s rate is leviable on areas irrigated in 
Delhi and Gurgaon districts from the Agra Canal, 


(19) A schedule of owner’s rates based on the above 
orders is given in Appendix IV. 

Copy of paragraph 153 of I. M. O. Volume II, 

Water Rates 


Section 36. 

19. Assessment of occupier's rates. —Occupier’s rate 
shall be assessed by the Divisional Canal Officers on the 
area irrigated at the rates specified in the schedules of 
occupier’s rates for the time being in force, as notified 
by the local Government in accordance with section 75 
of the said Act and subject to the following rules 20 to 
31, 


When, however, in order to secure efficiency of distri¬ 
bution, economy in the use of water, or the rapid deve¬ 
lopment of irrigation, the local Government has cons¬ 
tructed water courses at the expense of the State, and 
additional charge of four annas an acre may be levied 
on all lands irrigated from the water courses for such 
period as will recoup the Government for the cost of 
construction together with interest charges there on at 
a rate of six per cent, per annum. 


Section 36. 

20. Charge leviable for “paleo”.—When a field receives 
only a preliminary or paleo watering and afterwards no 
crop is sown the lowest rate of charge relating to the 
fast , “Lift” or “flow”, as the case may be shall be 
imposed. If a crop is afterwards sown: 

(a) If a kharif crop, the field shall be assessed at 
the rate prescribed for the crop sown, whether 
or not a subsequent watering is taken. 

(b) If a rabi crop, a higher rate shall only be charg¬ 
ed if a subsequent watering is given. 


Section 36. 

The irrigation year for sugarcane shall be assumed 
as from January 15. In any year, however, the Divi¬ 
sional Canal Officer may by written order permit paleo 
for sugarcane before that date, if the conditions of the 
season admit of it without damage to, or restriction of. 
rabi irrigation. Areas irrigated under such permission 
will be measured and assessed as kharif irrigation. 


Areas irrigated without such permission before Janu¬ 
ary 15, shall be assessed as follows: 

(1) If no subsequent watering is given the full rate 
for sugarcane. 

(2) If a subsequent watering is given the rabi paleo 
rate will be charged in addition to the full 
sugarcane rate. In very dry years when water 
is required to have rabi crops a punitive rate 
may be levied under the orders of the Divi¬ 
sional Canal Officer equal to double the rabi 
paleo rate in addition to the full sugarcane rate. 
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Section 36. 

21. Charge leviable for the irrigation of mixed crops. 
—If mixed crops be grown in the same field the occu¬ 
pier’s rate shall be calculated on the highest rated crop. 
If different crops be grown in different parts of the same 
field the occupier’s rate for the whole shall be calculat¬ 
ed on the highest rated crops, unless the division bet¬ 
ween crops shall have been clearly defined by a ridge 
not less than half-a-foot high. 

22. Charge leviable for arhar crop. —Arhar sown with 
any other crops and irrigated shall be subject to the 
rules of assessment for mixed crops for the fast in which 
it is irrigated. 

Arhar when sown alone and irrigated in the kharif 
fasl shall be assessed at the kharif rate, but, if subse¬ 
quently irrigated in the rabi fasl, it shall be assessed at 
the difference between the rate it has already paid and 
the rabi rate (if any). 

Section 36. 

23. Charges leviable on fields re-sown. —When the 
original crop sown in a canal-irrigated field fails and is 
ploughed up and a fresh crops sown in the same season 
the occupier’s rate to be levied shall be that due on the 
crop which comes to maturity. 

Provided that— 

(1) If the original crop was destroyed by rain or 
flood, and if in the opinion of the Divisional 
Canal Officer the destruction of the crop was 
not due to negligence on the part of the culti¬ 
vator, or, if a /chart/ crop, to its having been 
sown on land which is usually flooded during 
the rainy season, or if sugarcane, it has failed 
to germinate or been destroyed through any 
cause whatever prior to the break of the mon¬ 
soon, no rate shall be charged, unless canal 
water is taken for the subsequent crop ; 

(2) if in the opinion of the Divisional Canal Officer 
the destruction of the crop was due to negli¬ 
gence on the part of the cultivator, or if a 
kharif crop, to its being sown on land which is 
usually flooded during the rainy season, the 
rate to be charged shall be that due on the 
crop first sown, unless canal water is taken for 
the subsequent crop. 

Section 36. 

24. Charge leviable on fields partly irrigated ,—If only 
a portion of a field be irrigated the occupier’s rate shall 
be chargeable on the whole field, unless such portion 
shall have been clearly demarcated by a ridge not less 
than half-a-foot high except in the Jhansi, Hamirpur, 
Jalaun and Banda Districts. In these districts the areas 
actually irrigated will be measured. 

Section 36. 

25. Charge leviable on fields partly irrigated from 
canal , partly from well or other source, —Where a por¬ 
tion of a field has been irrigated with canal water, and 
a portion with water from a well or any other source, 
the whole field is liable for canal occupier’s rate, unless 
a clearly distinguishable boundary, demarcated by a 
ridge not less than half-a-foot high exists between the 
two portions. Inquiry shall be made whether the use 
of water from a well or any other source was in conse¬ 
quence of a deficiency in the supply of canal water, and 
if it be proved that it was so, the rate charged for canal 
water shall not exceed “lift” rates in the portion irrigat¬ 
ed by well water. 

Copy of paragraph 153 of I, M. O. Volume II 
Section 37. 

34. A r spssment of muner’s rate. —The owner’s rate 
shall be assessed by the Divisional Canal Officer at the 
rates specified in the rules for the time being in force 
and notified by the local Government in accordance 
with section 75 of the said Act, on all fields in respect 
of which land revenue was assessed at “dry” rates at 
the time of the last settlement, 

Section 37. 

35. Charges to be excluded in assessing owner's rate _ 

No portion of— 

(a) any additional charge imposed under rule 19 
(secpnd clause), or 25; 

(b) any charge imposed on uncultivated land or of 
the amount by which the charges on culti¬ 
vated land exceed the ordinary charge leviable 
on such land in the case of charges under rule 
3(a); 


(c) any charge imposed under rule 10, or the second 
clause of rule 29, shall be included in the occu¬ 
pier’s rate for the purpose of assessing the 
owner’s rate. 

Section 36 and 37 of Northern Indian Canal and 
Drainage Act 

NO. Ill OF 1873 

36. Charge on occupier for water how determined — 
(The rates to be charged for canaf)-;—Water supplied for 
purposes of irrigation to the occupiers of land shall be 
determined by the ‘rules’ 1 to be made by the local 
Government, and such occupiers as accept the water 
shall pay for it accordingly. 

“Occupier’s rate ”.—A rate so charged shall be called 
the “Occupier’s rate” 2 . (The rules hereinbefore referred 
to may prescribe and determine what persons or classes 
of persons are to deemed to be occupiers for the pur¬ 
poses of this section, and may also determine the several 
liabilities, in respect of the payment of the occupier’s 
rate, of tenants and of persons to whom tenants may 
have sub-let their lands, or of proprietors and of per¬ 
sons to whom proprietors may have let the lands held 
by them in cultivating occupancy. 

37. “ Owner's rate ”.—In addition to the occupier’s rate 
a rate to be called the “owner’s rate” may be imposed 
according to rules to be made by the local Government, 
on the owners of canal irrigated lands, in respect of the 
benefit which they derive from such irrigation. 

Copy of section 47(4) of the Canal Act 

(4) The local Government shall provide— 

(a) for remunerating persons collecting sums under 
this section; or 

(b) for indemnifying them against expenses pro¬ 
perly incurred by them in such collection; or 

(c) for both purposes. 


Annexure II 

GOVERNMENT OF UNITED PROVINCES 
PUBLIC WORKS DEPARTMENT 

No. 116-W/62-W-1946 
Dated Lucknow, January 18, 1949 
NOTIFICATION 

In exercise of the powers conferred by section 75 of 
the Northern India Canal and Drainage Act, 1873 (VIII 
of 1873), as amended by the Devolution Act, 1920 (XXX- 
VIII of 1920), the Governor is pleased to direct that a 
surcharge of 50 per cent, on the present irrigation rates 
shall be imposed during the current Rabi Fasl on all 
Rabi crops except fodder crops. 


AnnIexure III 

No. 1579-W/XXIII—62-W-1946 
Dated Lucknow , March 31, 1953 


NOTIFICATION 

In exercise of the powers conferred by section 75 of 
the NORTHERN INDIA CANAL AND DRAINAGE ACT, 
1873 (Act VIII of 1873), as amended by the Devolution 
Act, 1920 (Act XXXVIII of 1920). and in supersession of 
all the existing rates for irrigation from State Irriga¬ 
tion Works, the Governor is pleased to direct that the 
rates as shown in the schedules appended below should 
be realised on account of charges for irrigation from the 
various Irrigation Works of the Uttar Pradesh Govern¬ 
ment. 

2. The above rates shall come into force with effect 
from April 1, 1953, i.e., beginning from Kharif, 1953. 

3. Schedules— 

Schedule No. 1.—Upper and Lower Ganga Canals, 
Eastern Yamuna and Agra Canals, Sarda Canal, Dun 
Canals, Kosi Bahalla, Ghuga and Gangan Canals 
(Rampur), Bijnor Canals, Ramganga, Ghagra, Rohin, 
Danda and Ramgarh Canals, Banganga Canal (under 
construction). 


x . For the power to make rules. See seeton. 75 infra. 

8 This paragraph was added to section 36 by the Northern India Canal and Drainage (Amendment) Act, 1899 (16 ot 1899), section 
2 infra. 

For rules for assessing owner’s rates, See U. P. Local Rules and Orders, 

86—1 T. E, Com. (N. D.)/55. 
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Tobacco 


12 o o 600 


Crop 


Rates in rupees per 
acre 


Flow 


Lift 



Rs. 

a. 

P* 

Rs. 

a. 

P* 

Sugarcane . 

32 

0 

0 

16 

0 

0 

Rice, vegetables, gardens per fasal s water 

14 

0 

0 

7 

0 

0 

nuts, poppy. 

Tobacco ...... 

16 

0 

0 

8 

0 

0 

Tea, orchards, and gardens in Dun Canals 

20 

0 

0 

10 

0 

0 

Wheat, barley and crops mixed with wheat 

12 

0 

0 

6 

0 

0 

or barley. 

Cotton . . • 

4 

8 

0 

2 

8 

0 

Fodder crops .... * 

3 

0 

0 

1 

8 

0 

Green manure ..... 

2 

0 

0 

1 

0 

0 

Other Rabi crops .... 

9 

0 

0 

4 

8 

0 

Other Kharif crops .... 

7 

0 

0 

3 

8 

0 


Schedule No . 2.—Betwa, Dhasan, Ken, Pahuj, 
Garhmau, Chakia, Ghosi and Sukhra Canals, Ghaghar 
Canal including Garai and .Karamnasa Canal, Barwar 
Canal, Majhgawan, Aunjhar, Raipura. Belasagar, Kamal- 
pura, Jawanti, Kulpahar and Jagnair tanks. Tanks in 
Banda district, Siaori and Barwar lakes, lakes and tanks 
in Jhansi and Hamirpur districts. Ken Canal tanks in 
Banda and Allahabad districts, Betwa Canal Bandhis, 
Jalaun district. 


Crop 


Rates in rupees per 
acre 


Flow Lift 


Sugar cane . 


Rs. a. p. Rs. a. p. 
16 o o 800 


Rice, vegetables, gardens per fasal, water 10 0 o 500 
nuts, poppy. 

Cotton . . . , . .300180 


Wheat, barley crops mixed with wheat or 10 o o 500 
barley. 


Fodder 

Green manure • 
Other Rabi crops 
Other Kharif crops 


200 100 

200 1 o o 

500 280 

500 280 


Schedule No. 3.—Rohilkhand Canals not fed from 
Sarda Canal, Rampur Canals other than Kosi, Bahalla, 
Ghuga and Gangan Canals mentioned in Schedule no. 


Crop 


Rates in rupees per 
acre 


Flow 


Lift 



Rs. 

a. 

P* 

Rs. 

a. 

P* 

Sugarcane. 

8 

0 

0 

4 

0 

0 

Rice, vegetables, gardens per fasl , water 

4 

0 

0 

2 

0 

0 

nuts, poppy. 







Other Kharif crops . . , , 

4 

0 

0 

2 

0 

0 

Cotton ....... 

2 

0 

0 

1 

0 

0 

Fodder crops ..... 

2 

0 

. 0 

1 

0 

0 

Green manure ..... 

2 

0 

0 

1 

0 

0 


Schedule No. 4.—State Tube metis—Water will be sup¬ 
plied by volume at the following rates, which will be the 
same for all crops. 


Particulars 


Rate 


(a) Tubewells run by electricity derived from 16,000 gallons per 
steam or Hydro-electric power houses. rupee 


(b) Tubewells run by Diesel engine or by 11,000 Gallens per 
electricity derived from Diesel driven rupee 

power houses. 


Annexure IV 
STATEMENT No. 1 


Statement showing financial results of Irrigation Works in Uttar Pradesh during the years r 900-01 to 1951-52 


Year 





Capital ex¬ 
penditure to 
the end of 
the year in 
crores of 
Rs. 

Area irri¬ 
gated dur¬ 
ing the year 
in lakhs o£ 
acres 

Gross re¬ 
venue rea¬ 
lised during 
the year in 
lakhs of 

Rs. 

Working Net reve- 

expenditurc nue during 
during the the year in 
year in lakhs of Rs. 
lakhs of 

Rs. (4-5) 

Number of 
districts ser¬ 
ved by State 

Irrigation Remarks 
works 

1 





2 

3 

4 

5 

6 

7 8 

1900-01 



* 


9 * °7 

20*00 

99*73 

34-48 

65*25 

24 

1901-02 





9 * n 

26* l6 

83-83 

34-85 

48-98 

... 

1902-03 





9*21 

24*42 

99 * 3 i 

36* 20 

63*11 

... 

1903-04 





9*43 

26*49 

97-82 

• 34-75 

63-07 


1904-05 



’ 


9*66 

21*04 

103-99 

36*03 

67*96 


1905-06 



9 • 


• 9*98 

35*23 

88-96 

36-53 

53*43 


1906-07 



• 


IQ’ 36 

25*88 

135-91 

37-85 

88-06 


1907-08 



1 * 


10*71 

34-72 

116*40 

37-4* 

78-99 


1908-09 



i 


• 11*00 

27*84 

114*30 

38-53 

75-77 


1909-10 



* 


. 11*21 

25 * 12 

111*05 

40-71 

7 °* 34 

25 

1910-11 



• 


1 1 4 44 

22*69 

105*38 

38-27 

67* II 


1911-12 



• 


11*67 

24 * 4 I 

104* 78 

38-75 

66*03 


12-13 

* 




11*90 

26*98 

101*50 

36-76 

64-74 

... 
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I 







2 

3 

4 

5 

6 

7 

1913-14 




. 

. 

. 

12-19 

34*50 

117*07 

38*45 

78*62 

... 

1914-15 




* 



12-46 

32*67 

123-23 

38*94 

84-29 

- 

1915-16 







12'74 

32*44 

122*62 

38-91 

83-71 

... 

1916-17 







12*91 

29* 12 

122*91 

35*56 

87*35 

... 

1917-18 







13*04 

32*09 

126*24 

39*28 

86*96 

... 

1918-19 







13*14 

36*95 

136*16 

40* 3 J 

95*82 

... 

igig-20 







13*25 

34*74 

148*10 

4 i -57 

106*53 

26 

1920-21 







13-48 

33*97 

i 53 * 3 i 

54-21 

99* 10 

... 

1921-22 







14-01 

26*89 

145*58 

58*13 

87*45 

... 

1922-23 







14-65 

26*64 


57*37 

81-77 

... 

1923-24 







15*77 

19*90 

151-78 

57*71 

94*07 

... 

1924-25 







17*01 

22*86 

116*85 

55*09 

61 ■ 76 

... 

1925-26 







18-30 

28*05 

137*58 

56*57 

81*01 

... 

1926-27 







19*69 

29-90 

162*89 

63*95 

98*94 

... 

1927-28 







21-23 

23*37 

164*48 

67*28 

97-20 

... 

1928-29 







22-94 

41*23 

>47*67 

63*37 

84*30 

... 

1929-30 







24*35 

35*32 

205*05 

79*25 

125*80 

34 

i 93 0 - 3 i 







25*12 

40-02 

197*69 

88*41 

109*28 

... 

1931-32 







24-O3 

35 *oo 

168 • 81 

7 i *47 

97*34 

... 

1932-33 







24*35 

39 * 6a 

200-59 

75-26 

I3 5*33 

— 

1933-34 







34*37 

38-07 

194*34 

80*06 

114-28 

... 

1934-35 

• 






24*51 

38-54 

181*67 

80-69 

100-98 

... 

>935-36 







24*93 

43*52 

224*54 

82*70 

141*84 

... 

>936-37 







25*57 


230*40 

90*27 

140*13 

... 

1937-36 







25*97 

51-88 

217* 76 

94*84 

122-92 

... 

1938-39 

• 






26*09 

53*37 

254*86 

103*13 

i 5 i ’73 

... 

1939-40 







26* 22 

52*38 

277-75 

103*74 

174*01 

3 “ 

1940-4 1 







26*44 

53*02 

286* 48 

110-63 

175*85 

... 

1941-42 







26-74 

60-35 

299*57 

II2- l8 

187*39 

... 

1942-43 







26-85 

55 * 8 a 

312*46 

121-14 

191*32 

... 

1943-44 







27-04 

53*45 

327* 15 1 

150*59 

176*56 

... 

1944-45 





• 

- 

27*44 

53 * 7 ® 

332*72 

181*73 

150*99 

39 

1945-46 







27*96 

59*54 

354*64 

200*97 

153*67 

39 

1946-47 







28*54 

59 * 72 

379*91 

220-09 

159*82 

39 

1947-48 


* 





29 - 4 1 

54*70 

408-13 

263-49 

144 * 

, 40 

1948-49 


# 





30-72 

57*58 

362-32 

300-79 

61 *43 

40 

1949-50 

• 






32*53 

57*04 

544'73 

285-82 

258-91 

4 i 

1950-51 


• 

* 

* 


* 

36*66 

67-31 

576-93 

337-17 

239-76 

45 

1951-5® 

a 


. 

. 

* 

* 

39*22 

71*06 

655-38 

372*3 6 

283-02 

45 


Note.—P rior to 1931-32 the figures of capital expenditure on Hydel Grid were included in that of Ganga GanaL These have been 
separated from 1931-32 onward. This is why the figure given in column 2 for the year 1931-32 sh jws a slight fall in capital outlay. 
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Annbxure V 
STATEMENT No. 2 


Statement showing net cultivated area , area irrigated from State Irrigation Works and area irrigated from other sources in each district in Uttar Pradesh . 

(In thousand acres) 


S. No. District 

Population 
195 * 
Census 
(In lakhs) 

Normal 
Rainfall 
(In in¬ 
ches) 

Net culti¬ 
vated 
Area 

1 950 - 5 1 
(In thou¬ 
sand acres) 

Net area 
irrigated 
from sour¬ 
ces other 
than State 
Irrigation 
Works 
during 

1 950 - 5 1 
(Acres in 
thousand) 

Percen¬ 
tage to 
Col. 5 


Area irrigated from State Irrigation 

Works, 

During 1945-46 

During 1951-52 

Kharif 

Rabi 

Total 

Kharif 

Rabi 

Total 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

1 

Dehra Dun . 

3-63 

93-77 

iii*9 ^ 

18* 7 

16*7 

”*3 

12*6 

23'9 

12*6 

10* 7 

23*2 

2 

Saharanpur 

13-54 

37*03 

868*7 

66*7 

7*6 

115*0 

65*2 

180* 2 

147*4 

83-5 

230*9 

3 

Muzaffarnagar 

12*23 

29*66 

775-6 

69-5 

8-9 

185-4 

i 99 *o 

384-4 

254*3 

236*4 

490*7 

4 

Meerut 

22*91 

28*07 

1148*2 

* 75 ** 

15*3 

255*2 

364-4 

619*6 

359*2 

399 * 1 

758-3 

5 

Bulandshahr 

15-03 

26*25 

926*6 

170* 1 

18* 3 

148-7 

257-6 

406*4 

212*0 

29”5 

503*5 

6 

Aligarh 

15*40 

25*33 

977‘5 

224*7 

22*9 

110*6 

219*4 

330-0 

I 3 I * 7 

279*9 

411*6 

7 

Mathura 

9* *2 

23-98 

767-5 

54’4 

7 'i 

88*4 

207* 2 

295-6 

108*5 

218* 1 

326*6 

8 

Agra . 

15*02 

25-46 

863* I 

97'7 

ii*3 

44*9 

131*0 

175-9 

41*7 

123*2 

164-9 

9 

Mainpuri 

9-95 

29*47 

658*8 

167-7 

25*4 

57*5 

137*4 

W 9 

78-4 

162*8 

241*2 

10 

Etah ♦ 

11*25 

27*77 

771*2 

149*8 

i 9*4 

58*0 

153-6 

211*6 

75 * 1 

173-5 

347-6 

11 

Farukhabad 

10*92 

31*21 

681 -6 

107* 1 

15-7 

33 *o 

67*6 

ioo*6 

47‘0 

70*8 

117-8 

12 

Etawah 

9*73 

31-57 

653-0 

36*0 

5*5 

73 * 1 

159*9 

233*0 

go-8 

176*6 

267-4 

13 

Kanpur 

19*40 

32*39 

97 i -3 

33 *i 

3*4 

83-7 

232*6 

316-3 

112*6 

353-0 

365-6 

14 

Fatehpur 

9 *u 

35-05 

650* 8 

88*8 

13*7 

38-4 

78*6 

117*0 

48-7 

86*1 

134*8 

15 

Allahabad 

20*49 

37-63 

1068* 7 

167-4 

* 5*7 

i 5'7 

38*0 

53*7 

18* 7 

43-6 

62-3 

16 

Bijnor 

9-85 

43-14 

705-2 

17-4 

2*4 

41* i 

57 *o 

98* 1 

51*2 

52*5 

I 03’7 

17 

Moradabad . 

. 16-63 

38-42 

1145-8 

54-6 

4*7 

40*4 

165*8 

208* 2 

76-4 


307-9 

18 

Rampur 

5-45 

42* 00 

348-3 

11*6 

3*3 




24*8 

30*2 

55 *o 

19 

Bareilly 

12*71 

45*52 

778-0 

23* 1 

2*9 

93 *o 

95 ' 1 

i88-1 

114* 1 

47*7 

161*8 

20 

Budaun 

12*51 

32*99 

1017*1 

79 *o 

7*7 

21*6 

” 5*3 

136-9 

37-8 

105*0 

142*8 

21 

Pilibhit 

5-04 

50*37 

#403*0 

53'0 

13*1 

39*4 

28* 2 

67-7 

63-4 

15*8 

79*2 

22 

Shahjahanpur 

10*05 

39-72 

79 i *9 

3 *J 

o *4 

44*3 

67*5 

iii*8 

64-9 

48*4 

” 3*3 

23 

Hardoi 

13*62 

35 * 3 i 

990*6 

52*5 

5*3 

37-6 

131*0 

168*6 

56-7 

149*0 

206* 1 

24 

Kheri . 

10*62 

43*35 

912*8 

18*4 

2*0 

16* 5 

19*2 

35*7 

23-9 

16*8 

40*7 

25 

Sitapur 

13*82^ 

38*18 

1033*9 

48*0 

4* 6 

37*7 

82* 1 

119*8 

48-4 

96*4 

144*8 

26 

Lucknow 

11*30 

36*82 

355'5 

34-6 

9‘7 

25-6 

62*6 

88*2 

40* 6 

86*4 

127*0 

27 

Unnao 

. io*68 

33-78 

652-5 

60* 2 

9*2 

45*5 

h6*5 

162*0 

75 *o 

H 7*4 

222*4 

28 

Rae Bareli . 

1 1‘59 

36*68 

638*0 

172*3 

27*0 

42*3 

81*3 

123*6 

47*4 

100*3 

147*7 

29 

Pratapgarh 

, 11 * 11 

37 *b 7 

573*9 

196*0 

34*0 

8*i, 

22*2 

30*3 

10* 2 

26*5 

36*7 

30 

Sultanpur 

12-83 

40*87 

686* 1 

298*3 

37*7 

5*5 

13*3 

18*8 

4 *o 

11*4 

15*4 

3 i 

Bara Banki 

12-65 

39*04 

772-8 

87*2 

12* 2 

53*2 

75 * 1 

128*3 

64* 1 

108* 7 

172*8 

32 

Faizabad 

14-83 

40-37 

734-5 

319-8 

43*4 

5*7 

14*4 

20* 1 

10* 1 

24*4 

34*5 

33 

Bahraich 

13-48 

44* 6i 

1025-1 

71-5 

7*0 

** 





. 

34 

Gonda 

18*82 

44*89 

1231 * 8 

282*2 

22*9 


* • 


.. 

*. 


35 

Basil 

23*90 

48*54 

1379 * 1 

636* 2 

46 *\ 

** 



00*9 

6* 1 

7 *i 

36 

Gorakhpur 

22*37 

5 °-19 

1143*4 

396-5 

34*6 


** 


3*3 

10*8 

14*1 

37 

Deoria 

21 • &] 

48’55 

1066* 3 

403*7 

37*8 


** 


2* 2 

5*2 

7*4 

38 

Jaunpur 

14*90 

40* 12 

716-7 

370-2 

5 i *7 



•• 

•• 

. - 


39 

Ghazipur 

11 *49 

40*27 

& 5-9 

211* I 

33*8 

•* 

*• 

■* 

** 

■■ 

•• 


/ 
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I 

2 


3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

*3 

40 

Azamgarh . 


21*03 

40-36 

1044*3 

530 *i 

50-8 







4 1 

Ballia . 


11*96 

4 i *47 

573‘7 

204*8 

35-6 


•* 


** 

- 


42 

Banaras 


• 9 ’ 8 3 

40*46 

805-3 

271*3 

33-6 




44'5 

3*2 

47*7 

43 

Mirzapur 


10* 20 

42*81 

721 * I 

79*3 

11*0 

63*2 

12*3 

75-5 

8i-8 

21*9 

10 3 * 7 

44 

Banda . 


7 -90 

38-99 

936*8 

2*8 

o *3 

68*5 

91*8 

160*3 

92'5 

82-5 

175*0 

45 

Hamirpur 


6*67 

34*52 

ioi2‘6 

ii*6 

1*2 

2*6 

69-6 

72-3 

4*2 

82*5 

86*7 

4 e 

Jhansi ♦ 


8-8o 

35 ‘°> 

921*2 

65-7 

7 *i 

o*8 

24*4 

25*2 

1*2 

41*8 

43 -o 

47 

Jalaun 


5*57 

3^*39 

790-7 

i*8 

0*2 

3*3 

137-6 

140*9 

8*8 

158*2 

167*0 

48 

Naini Tal . 


3 '36 

63*8l 

76*8 



4*2 

0*9 

5*1 

7 * 2 

i* 1 

8*3 

49 

Almora 


7-72 

62’ 70 

505 4 5 









50 

Garhwal 


6-38 

57*32 

860 ■ 7 




■* 


•* 

*• 

•• 

5 i 

Tehri-Garhwal 


4* 11 

10*00 

94*4 


*• 


•• 


•• 


•• 


Total 


632*58 

** 

39865*8 

6694- 7 

16*8 

2021*2 

3807*4 5828*6 

2798*3 

4219-8 

7018*1 

52 

Delhi 


.. 

.. 

235*9 



* 7 

•6 

i *3 

•5 

1*0 

i *5 

53 

Gurgaon 


*• 

•• 

1165*4 

♦* 

•• 

26* O 

54 *o 

80*0 

28*2 

53 *i 

81*3 

54 

Shahabad 




-• 



*• 


** 

* 1 

** 

* 1 

55 

States 




•* W 

SB 


2*0 

4 i *9 

43*9 

i* 1 

3*6 

4*7 


Grand Total 

■ 


*• 

41267*1 


** 

2049*9 

3903*9 

5953'8 

2828*2 

4 * 77*5 

7105-7 


Annexure VI 

Copy of paragraph 153 of I. M. O, Volume II 

87 . No appeal under rule 85 shall be brought after No appeal under rule 86 shall be brought after the 

the expiration of 15 days from the date of the order expiration of 30 days from the date of the order com- 
complained ( 2 ) of. plained of. 


Total Receipts 

SI. Name of *Total Capi- tArea Water cesses Portion of Other {Working Interest Net Re- 


No. Works 

tal outlay 
in lakhs of 
rupee 

irrigated 
in Acres 


land re- Receipts Total Expenses charges 

venue due 
to irrigation 

revenue marks 

1 2 

3 

4 

5 

O) 

CO 

<£5 

O 

n f 12 





Major Irrigation Works last completed 


1, Nagwa Dam 

72*06 

70,000 


1,34.608 

2,10,670 

2. Lalitpur Dam 

27*30 

60,000 


53.480 

73,180 

3. Saprar Dam 

41*05 

40,000 


46,93° 

17,546 

4. Kabrai Lake 

18*65 

5,000 

■* 

9,404 

17,106 

5. Remodelling 
Kuthaund 
Branch. 

16* 00 

15.671 


' 1,95,348 

4,79,74a 

6. Pahuj Step¬ 
ped Bundhis. 

1*38 

870 


.. 1,74° 

J,99° 
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X 

2 3 

4 

5 

6 

7 

8 

9 

10 

11 j 2 

/ 

Year 




All major and minor Irrigation Works 



1946-47. 

• 28,54,32,472 

59,71,639 

3,20,46,037 

39,84,656 

19,60,741 

3,79,91,434 

2,20,08,995 

1,05,92,378 

1,59,82,439 

1947-48 , 

■ 29,41,42,321 

54,70,235 

3,50,98,897 

39,84,656 

>7,29,496 

4,08,13,049 

2,63,48,799 

1,08,57,141 

1,44,64,250 

1948-49 • 

• 30.72,00,372 

57,57,946 

3,03,47,414 

39,84,656 

18,90,150 

3,62,22,220 

3,00,79,268 

1,12,25,563 

61,42,952 

1949-50 - 

• 32 , 53 .J 4,563 

57,04,014 

4,83,44,393 

39,84,656 

21,43,906 

5,44,72,955 

2,85,84,483 

1,19,78,218 

2,58,91,472 

1950*51 • 

■ 36,65.82,378 

67,31,155 

5,03,43,207 

39,84,656 

33,65,065 

5,76,92,928 

3,37,16,616 

1,28,97,239 

2,39,76,312 

I 95 I -52 * 

• 39,21,76,029 

71,05,682 

5,89,5*,572 

39,84,656 

26,01,892 

6,55,38,120 

3,72,36,245 

1,36,44,298 

2,83,01,875 


•This is the total cost of the Scheme given in the project. 
fThis is the proposed total area to be irrigated by the Scheme, 
{These are the figures given in the Project. 

4 These are the figures given in the Project. 


WEST BENGAL 


Memoranda Presented by the Finance Dept., Govt, of West Bengal, to 
the Taxation Enquiry Commission 

MEMORANDUM I 

General Note on State Taxation 

Pre-Independence Period 


The State of West Bengal was born with Indepen- 
dence. The pre-Independence figures are therefore not 
comparable with the post-independence figures in the 
case of this State. Hence pre-Independence figures are 
not given in this memorandum except in connection with 
the brief reference made in this paragraph. 

Since the declaration of War by Japan, the World 
War II began to impinge on the finance of the Province 
with unique severity. The Japanese bombing of the 


city of Calcutta, the Denial Policy which was executed 
ruthlessly in Bengal, the Bengal Famine of 1943—all 
these had their effects on the administration and finan¬ 
ces of the State. 

Further the Great Calcutta Killing of 1946 and the 
uncertainties of partition shook the administration al¬ 
most to its root. All these had their effects on the finan¬ 
ces of the State. The table below shows briefly the 
general development of the financial position of Bengal 
during the ten pre-Independence years. 


(Rupees in thousands) 

Year 

Revenue 

receipts 

Revenue 

expenditure 

Surplus 

Deficit 

1937-38 

•.13700,85 

>>, 83,>3 

J.I 7.73 


1938-39 

... 2,76,61 

12,76,62 

•* 

1 

>939-40 

.* 4 . 3 1 .66 

I 3 . 7 M 4 

60,42 

• ■ 

1940-41 

.* * ? : * * -• i 3 . 54>50 

1 4 . 45.39 

** 

90,89 

1941-42 

.. . 14.94.28 

15,50,38 

** 

56,10 

1943-43 

■ *■•••••*•#•# 16,46,412 

16,79,18 

*• 

32,76 

> 943-44 

. 23 . 7 >. 7 ® 

36,75,18 


3,03,46 

> 944-45 

.. • ' 39 . 39 . > 3 (o) 

44,12,27 


4 , 73 , >4 

1945-46 

• * • • • • * • • j*,' • • 45 , 55 , 4 >W 

40,58,98 

4 . 96,43 

• • 

1946-47 

*. ........ 1 39,66,09 

42 , 57,54 


2 . 91,45 




6,74,57 

>2,47,81 




-V-— 

n 5.73.24 

Say 6 crores. 


(d) Includes subvention of 7 crores from the Centre. 
(A) Includes subvention of 8 crores from the Centre. 


Revenue and capital budget of the State of West Bengal: Pattern and trends of expenditure 


2. The following statement indicates the changes in the budgetary position of the State Government as 
from 1948-49 which is the first complete year after Independence. 


(Rupees in thousands) 



1948-49 

(Actuals) 

1949-50 

(Actuals) 

1950-51 

(Actuals) 

1 95 1 -52 
(Actuals) 

1952-53 

(Revised) 

1953-54 

(Budget) 


Receipts-^ 

Revenue Receipts. 

3>>76,52 

34 ,oi ,44 

34 , 30,28 

38,58,84 

38,29,51 

38,15,87 

Receipts from Debt Heads, etc. . * 

9 1 .° 3>03 

>,00,51,72 

1,39,02,07 

> >46,32,72 

1,54,11,70 

1,62,16,30 

Expenditure— 

Revenue Expenditure .... 

29,09,59 

31,38,07 

37 , 33,56 

37 . 30.75 

42,13,30 

43,26,63 

Capital Expenditure .... 

—18,15 

8,15,45 

6,91,24 

u.20,35 

16,89,98 

21,01,58 

Expenditure on Debt Heads, etc. 

87,28,97 

94,09,34 

1,32,74,98 

1.36,54,88 

1,38,63,38 

1,42,17,56 

Net Result [Surplus ( + ), Deficit (—)]— 

(0) On Revenue Account 

+2,66,93 

+2,63,37 

—3,03,28 

+ 1,28,09 

-3,83,79 

-5,10,76 

( b ) Outside Revenue Account 

+ 3 , 92 , 2 > 

~i, 73,°7 

—64,15 

-i. 42 . 5 i 

—141,66 

— 1,02,84 


683 
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The statement below shows the composition of the ment by principal heads since 1948-49 :— 
revenue and capital expenditure of the State Govern- 

(Rupecs in thousands) 





Actuals 

_ K- _ 


Revised 

1952-53 

Budget 


r" 

1948-49 

1949-50 

1950-55 

1955-52 


Revenue Expenditure , 

Development heads—* 

Irrigation ....... 

92,19 

54,47 

1,03,84 

90,57 

1,34,74 

98,63 

Education . 


2,56,05 

2 , 73^3 

3 ) 50,54 

3,37,76 

3,89,23 

4 ) 53 d 3 

Medical 

. 

2 , 77 ,oi 

a,? 1 ,?! 

3,05,69 

3 ) 30)28 

3,57,81 

3 ) 53)23 

Public Health * 

. 

65,44 

66,36 

65,97 

99>99 

98 , 7 6 

1,15,92 

Agriculture T 

• 

1 , 44 ,” 

2,05,14 

1,80,25 

2,21,53 

2,25,82 

2,29,74 

Industries (including Cottage industries 

and Cinchona) 

67,63 

68,17 

65,09 

65,52 

67,65 

73,85 

Civil Works .... 

♦ 

1,81,59 

2,69,35 

3d 0,94 

4,01,78 

4,54,50 

5, >0,82 

Community Development Projects 

. 

•• 


•• 


31,80 

75,97 

Others .... - 


1 , 3 !>6° 

1,36,38 

1,60,17 

1,46,31 

2 d 3)75 

2 , 54)25 


Total 

12,15,61 

13,44,61 

15^2,49 

16,93,74 

19,74,06 

21,65,54 

Non-Devdopmental heads— 

Direct demands on Revenue 


1,02,19 

1,10,91 

1,27,44 

1,34,21 

1,30,49 

1,33,33 

Debt services 

. 

23, >7 

17,20 

59)90 

17,65 

34,48 

52,3® 

General Administration 

. 

>,82,93 

2,05,81 

2,10,47 

2,47,28 

2,56,30 

2,45,37 

Justice ..... 


86,97 

90,88 

97)95 

1,03,06 

1,05,89 

1,06,70 

Jails and Convict Settlements * 

. 

65,12 

92,12 

97 d 6 

95,>0 

88,68 

89,84 

.. Police ..... 

: 

4,17,86 

4,47,24 

5,30,06 

5,76,39 

5 , 73,55 

5,88,82 

Extraordinary charges 

. 

3 , 58,40 

3,28,32 

3 ) 5 8 )°4 

3,44,07 

5,07,64 

4,70,91 

Others ..... 


4 , 57,34 

5,00,98 

7 ) 9°)°5 

5,19,25 

5,42,21 

4,73,80 


Total 

16,93,98 

17,93,46 

22,31,07(a) 

20,37,01 

22,39,24 

21,61,09 

Total—R evenue 

Expenditure 

29 , 09,59 

3 1 >38,07 

37,33,56 

37 ) 30,75 

42 , 13 ) 3 ° 

43,26,63 

(a) Includes Rs. 50 lakhs for Contingency Fund and Rs, 166 lakhs for expenditure on displaced persons which was recovered as a receipt in 
tion of expenditure. 

1951-52 instead 

of as reduc- 

(Rupees in thousands) 




Actuals 


Revised 

1952-53 

Budget 

5953-54 



1948-49 

5 949 - 5 ° 

I 950 - 5 1 

1955-52 


Capital Expenditure 


Development* 


Mayurakshi Project ..... 

•• 

81,23 

1,58,78 

5 , 37,54 

3,40,00 

3 , 95 , 0 ° 

Damodar Valley Project ..... 


2,10,87 

3,88,54 

6,47,00 

9,64,75 

10,03,56 

Development of State Roads . ... 

87,97 

1,92,06 

2,75,23 

2,12,61 

2,73,15 

2,95,oo 

Electricity Schemes ...... 

•• 


18,51 

21,48 

33,51 

> 3,°7 

Housing Schemes ...... 

59 ) 9*7 

47,10 

21,10 

41,72 

93,17 

1,13,61 

Community Development Projects 

*• 

•• 


5 

36,15 

1,03,16 

Road Transport Scheme ..... 

27,54 

38,58 

54,63 

34,00 

35,64 

27,55 

Others 

27 ) 5 8 

21,07 

3,86 

6,73 

7,04 

6,17 

Total 

1,63,06 

5 , 90,95 

9,20,65 

11,01,13 

17,83,41 

19,56,12 

Non-development— 

Expenditure on displaced persons • . 


.. 

40 d 5 

53)07 

88,38 

2,80,17 

Schemes of State Trading . # 

~ 3 >° 9,°3 

2,22,72 

—2,69,60 

- 32,59 

—1,88,74 

—',46,57 

Others 

1,27,82 

1,82 

4 

—1,26 

6,93 

11,86 

Total 

—1,81,21 

2,24,54 

—2,29,41 

19,22 

— 93)43 

1,45,46 

Total— Capital Expenditure . 

—18,15 

8,15,45 

6.9 r,24 

11 >20,35 

16,89,98 

21,01,58 
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Reference may be made in this connection to the 
tables and charts in the “West Bengal State Rupee— 
from where it comes and where it goes”. These tables 
and charts indicate in a graphical manner the pattern 
and changes of expenditure in recent years. 


The statement below shows the increase each year in 

(a) development expenditure included in the Five- 
Year Plan, 


(b) development expenditure outside the Plan, and 


(c) non-development expenditure, 


over the expenditure on the respective subjects in 1950 - 
51 : — 


(Rupees in lakhs). 



1951-52 

(Actuals) 

* 95 2 “53 

(Revised) 

1953-54 

(Budget) 


(a) Development expenditure 
included in Five-Year Plan- 
Revenue account * 

69 

L 32 

1,27 

Gapital Account 

- 80 

i,66 

3,13 

Loans and Advances 

— I 

5 

8 


—12 

3)°3 

4.48 

(6) Development expenditure 
outside the Plan—- 
Revenue Account 

1,23 

3 ) 4 ° 

5.37 

Capital Account 

2,60 

6,96 

7,22 

(c) Non-development Expen¬ 
diture— 

Revenue Account* 

22 

2,24 

1,46 

Capital Account 


1,36 

3,74 


♦Represents increase over the expenditure in 1950-51 less the items shown in footnote («) on page i. 


Five Year Plan of the State 

3 . Reference may please be made to the booklet; 
“West Bengal Five-Year Plan— A summary”, compiled 
by the Development Department of the Government. 
This booklet gives a brief description of the Five-Year 
Plan of the State including particulars of past perfor¬ 
mance and present position. 

The resources to be raised for the Plan were original¬ 
ly estimated as follows: — 


5. Additional yield from Agricultural Income Tax . 

6. Motor Vehicles Tax } etc, .... 

7. ^Assistance from the Central Government 

Deduct —Estimated deficit on account of non-develop¬ 
ment expenditure during the five years. 


Deficit 


1. Open market loans , 

2. Deposits, unfunded debts, etc. 

3. Share of Estate Duty 

4* Additional yield from Sales Tax 


(Rupees in crores) 


i 

45 

26-44 

55'94 
9 


4®'94 

22*l6 

69’ 10 


The gap of Rs. 22 crores was left in the hope that the 
State Government would succeed in raising this addi¬ 
tional amount 

The table below is taken from the Review of State 
Finance 1951-53 made by the Economic Division of the 
Planning Commission and gives a general idea about the 
first three years performance. 


(Rupees in crores). 


1 95 1 - 5 ® 
(Accounts) 

04 *> 

•£? t 

1953-54 

(Budget) 

1951-56 

(Five-year 

Plan) 

Plan Expenditure ........ 

. IO* 2 

14* i 

H*7 

69-1 

Sources of Finance 





Balance from Revenue Account ........ 

6-6 

2*0 

0* 7 

27*6 

Central Assistance 

3*2 

* 4 'i 

4 *o 

26*5 

Loans from the Public ......... 

1*8 

2*0 

2*0 

IO* 0 

Deposits and other Miscellaneous receipts on capital account 

-1*6 

—I* I 

0*4 

5 *o 


ro*o 

7*0 

7*i 

69* 1 

Deficit 





Met from— 





(i) Receipts from reduction of stocks held for State Trading 

0-3 




(«) Ways and Means Advances and overdrafts , 

(—)<>• 3 


4*i 


[Hi) Withdrawal from reserves ....... 

0* 2 

5*2 

2*0 



♦The amount actually received by the State Government in 1952-53 was Rs. 2*4 crores. 


As against the estimated overdraft of Rs. 4 T crores 
during 1953-54 as shown in the table, Government of 
West Bengal have raised this year an open market loan 
of Rs. 1*6 crores in addition to the sum of Rs. 2 crores 
provided on this account in the current year’s estimate. 
This reduces the estimated overdraft to Rs. 2*5 crores. 


After allowing for the smaller actual expenditure on 
the Mayurakshi Project during 1952 - 53 , the total esti¬ 
mated Plan expenditure for the first three years amount 
to Rs. 38*2 crores leaving a balance of Rs. 30*9 crores 
to be expended during the next two years of the Plan 
as shown in the table below. 


(Rupees in crores) 




Actuals 

1951-53 

Revised 

1952-53 

Budget 

1953-54 

Total Estimated 
balance 
for 2 
years 

Total 

Five-Year 

Plan 

Revenue Account— 

Development Schemes . 


3*9 

4*4 

4*5 

12*8 14*2 

2*70 

G. M. F. Schemes 

. . 

i *7 

1*8 

1*6 

5 * 1 4*7 

9-8 



5*6 

6*2 

6-1 

17-9 18-9 

36*8 
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The balance is distributed as follows :— 


1954-55 1955-56 



Revenue 

Capital Loan 

Total 

Expenditure . 

189 

11*6 04 

30-9 


If we succeed in raising an open market loan of Rs. 
4 crores, the gap in the capital side will be Rs, 8 crores. 
If the balance of the Central assistance is made avail¬ 
able mostly in the form of loans, there will be left 
a margin on the capital side for taking up a few more 
new schemes on the capital side which are under con¬ 
sideration in connection with the revision of the Plan. 
The financing of revenue expenditure by loan was for¬ 
merly considered unorthodox. This is now being done 
but it should be kept within reasonable limit. Even 
after financing some revenue expenditure by loan, the 
gap on the revenue side will still be large particularly 
as the estimated share of the Estate Duty is not likely 
to materialise, Our deficit has been greater on the 
revenue side than on the capital side. This indicates 
the need for raising more revenue. 

The following further points are important in this 
connection: — 

The Five-Year Plan as originally drawn up for this 
State involved an expenditure of over Rs. 100 crores. 
Having regard to the paucity of financial resources the 
Plan was reduced in consultation with the Planning 
Commission to Rs. 69 crores which is the magnitude 
of the present Plan, The need for development was, 
however, very urgent. It has, therefore, been found 
difficult to keep strictly within the Plan and it has 
been necessary to incur expenditure both in development 
and non-development departments on schemes which 
were not included in the final Plan. 

Expenditure has increased beyond limits estimated 
in the Plan for the following reasons also ; — 

( 1 ) New schemes like Community Development, 
employment of teachers, etc., sponsored by the 
Central Government had to be taken up. The 
Central grants on these schemes were condi¬ 
tional on the State Government spending pro¬ 
portionate amounts. 

( 2 ) Extensive unforeseen relief operations had to be 
undertaken. 

( 3 ) Non-development departments like the Police re¬ 
quired considerable increased expenditure. 

Further, the Plan as well as the Central conditional 
grant schemes are imposing a heavy recurring obligation 
on the Government which will continue long beyond the 
Plan period. This is specially so in West Bengal as so¬ 
cial services in the form of hospitals and educational 
institutions have received the highest emphasis in this 
State, and the leeway to be made in education is great. 


Revenues of the State; Patterns, trends and prospects 


4 . The statement on page 1 of the “ West Bengal State 
Rupee—from where it comes and where it goes” shows 
the broad composition of the revenues of the State. The 
chart on page 17 shows at a glance both the broad com¬ 
position as well as the broad changes therein in recent 
years. 


It will appear from the statement on page 1 that the 
composition of the total revenue in 1953-54 (Budget Esti¬ 
mate) is as follows :— 


Per cent 


State Tax Revenue , . 5&'7 

Revenue from other State sources . ri*f 

Share of Centrally levied taxes . . , 24'6 

Grants-in-aid from the Union Government 5 * 6 

Total ioo*o 


[The classification of tax revenue adopted here is the 
same as adopted in the Finance Commission, vide intro¬ 
ductory notes to statistical tables in the Report of the 
Finance Commission—Page 159 .] 


A glance at the chart on page 17 will reveal the fol¬ 
lowing trends in our revenues;— 

(i) The revenues from Land Revenue, Agricul¬ 
tural Income-tax and Stamps have appreciably 
declined after partition. 

(ii) The revenue from other taxes and duties in¬ 
cluding Sales Tax but excluding Raw Jute 
Purchase Tax has expanded in recent years. 

(iii) The revenue from State Excise has been fairly 
steady though slightly declining. 

(iv) The share of centrally levied taxes and grant- 
in-aid from Central Government have increas¬ 
ed after the recommendation of the Finance 
Commission. 


[The trends of individual State taxes have been dis¬ 
cussed in greater details in memorandum No. IV on 
individual State taxes.] 


Regarding Land Revenue, after acquisition of zamin- 
daries, receipts will no doubt increase but disburse¬ 
ments will increase more, so that the net accession to 
the revenues of the State from this source will decline 
or disappear. It is not also unlikely that the outgoings 
will exceed the receipts. This has been explained in 
memorandum No. Ill on Land Revenue. 


The acquisition of zamindaris will also have consi¬ 
derable adverse effects on receipts from Stamps. 


State Excise Duties have disappeared from many 
States and those States like West Bengal who still con¬ 
tinue to levy it have to be always on the defensive. The 
policy of the Congress Party continues to be prohibi¬ 
tion. Further the present economic conditions have 
started affecting the receipts from this source which 
are already on the decline. 


Other taxes and duties including Sales Tax are the 
only sources which have expanded in recent years. 
These taxes have been developed with the association 
of the popular element with the Government, that 
is, since 1921 . Some of them were introduced dur¬ 
ing the diarchy but most of them were introduced dur¬ 
ing the period of Provincial Autonomy, i.e., under the 
Constitution of 1935 . After independence, the Central 
Government is an equally popular Government and the 
State Government has lost its unique character in this 
respect. Partly because of the loss of its unique charac¬ 
ter and partly because the State taxes have now be¬ 
come important enough to be highly significant in the 
life of the people, the original enthusiasm about these 
State taxes has considerably declined. Strong vested in¬ 
terests work against the removal or reduction of most 
of these taxes. The Government of India also some¬ 
times try to persuade the State Government to reduce 
or remove some of these taxes and in recent years they 
have taken powers to compel the State Governments in 
this respect. Committees appointed by the Govern¬ 
ment of India have sometimes recommended ceilings to 
the rates of some State taxes. There are indications 
that these taxes have reached the peak of development. 
The recent economic changes have also started affect¬ 
ing the receipts from the most fruitful of these taxes. 
viz.. Sales Tax. Though in the past few years the Bud¬ 
gets Estimates of receipts from this source have always 
been exceeded by actuals, it is now clear that in cur¬ 
rent year the actuals will be smaller than the esti¬ 
mates. 


Of non-tax revenues shown in the statements on page 
1 of the “West Bengal State Rupee—from where it comes 
and where it goes” the bulk is derived from department¬ 
al receipts like fees of educational institutions, fees of 
hospitals, etc. A small amount is received from “Forests” 
but it will appear from the detailed tables of the “West 
Bengal State Rupee— from where it comes and where 
it goes”, that “Forest” has been no net contributor to 
the revenues of West Bengal in recent years. In fact 
the expenses are now greater than the receipts. 


In recent years Government have undertaken a num¬ 
ber of activities of a commercial or semi-commercial 
nature. Of them, two items only, viz., electricity sche¬ 
mes and road transport schemes, are exhibited separa¬ 
tely in the Budget in a manner to indicate their overall 
financial results in each year. The revenues of the 
State receive credit only for the net receipt from these 
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two under takings. The net receipts have been as 
follows ;— 

(Rupees in thousands) 


Schemes Actuals Revised Budget 

1951-55 1952-53 1953-54 


1. Electricity Schemes . . 3,26 5,09 —95 

2. Road Transport Schemes , — 14,33 —20,37 —11,82 


While presenting the Budget Estimates the Finance 
Minister of this State has been recently circulating to 
the House a booklet containing statements showing the 
results of important schemes of Government involving 
transactions of a commercial or semi-commercial nature. 
The booklet which was circulated on the last occasion 
may be seen in this connection. It will appear that in 
only two or three small schemes there has been a small 


net receipt but on the whole receipts are negative. It 
does not appear likely that in the near future revenues 
of the State will receive any accession from the schemes 
of comme’rcial or semi-commercial nature which have 
been or may be undertaken. The indications are rather 
for a contrary result. 

Recommendations of the Finance Commission 

5 . As a result of the recommendations of the Finance 
Commission the State Government’s share from Income- 
tax has gone down. The revenue gap grant in respect of 
the merged State of Cooeh Behar has been abolished. 
On the other hand, a share in the proceeds of some of 
the Union Excise Duties has been allocated to this State. 
The grant-in-aid in lieu of the export duty on jute and 
jute goods has been increased and a grant-in-aid has 
been sanctioned to this State under the substantive por¬ 
tion of article 275 of the Constitution. The following 
statement shows the total effect of these recommenda¬ 
tions by reference to the receipts of a particular year: — 


Effect ef Finance Commission’s recommendations determined by reference to the data for the year 1952-53 

(Rupees in thousands) 


According to the pre-Financc Commission arrangement 


According to the Fin- Increase(d-) 

ance Commission’s Decrcase(—) 

Award- 


I. Share of proceeds of income tax assigned to States-^ 


Total taxes on income other than Corporation tax excluding Central 
surcharge and advance payments. 

1,07,83,00 

1,07,83,00 


Deduct -—Portion attributable to Central emoluments . 

- 

-2,43,00 

—2,43,00 


Deduct —Portion attributable to Part C States 


—1,03,00 

—2,83,00 


Deduct —Share of cost of collection .... 


—2,60,00 

—2,60,00 


Net divisible pool 


1,01,77,00(1) 

99,97.00(3) 

„. 

Amount payable to States 50 per cent, of (1) 


50,88,00(2) 

54,98,00 55 per cent of (3) [4] 


West Bengal’s share at 134 per cent of (2) 


6,85,80 

6,18,52 11) per cent ol'[4] 


Arrear, i. e., 134 per cent, of 5 crorcs 


67,50 

67,50 


Net amount payable to West Bengal 


7 > 53 > 3 ° 

6,86,02 

—67,28 


II. Grant-in-aid in lieu of share of export duty on jute and jute goods 1 >05,00 

III. Grant-in-aid to fill revenue gap due to merger of Gooch Behar 19,00 

IV# Share of net proceeds of Union Excise duties assigned to States Nil 

V, Grant-in-aid under substantive portion of Art. 275(1) of the Cons- Nil 

tituiion of India. 


1,50,00 

Nil 

*.25,73 

80,00 


+45,00 

—19,00 

+ M 5,73 
+ 80,00 


Total Net Effect . + E 6 4j45 


Of these items the grant in lieu of the export duty 
on jute and jute goods is terminable under the Consti¬ 
tution after January, 1960 . [Vide Article 273 ( 2 ) of the 
Constitution.]. The grant under the substantive por¬ 
tion of Article 275 is also uncertain in character. More¬ 
over, in making their recommendations about the grants 
the Commission did not correlate them to_ the efforts 
of States In distributing the income-tax also the Fin¬ 
ance Commission did not leave much scope for efforts 
on the part of a State but correlated the shares mostly 
to population. Though the Union Excise Duty has 
been distributed on population, the Finance Commis¬ 
sion recommended that it should, if possible, be distri¬ 
buted in future on the basis of consumption and here 
only there is some scope for the efforts of the State, 
for if it succeeds in increasing the standard of living 


of its people it may get some credit through higher 
receipts from the share of the proceeds from these 
duties. Thus there has been increasing tendency to 
divorce this source from the efforts of a particular 
State, so that a State can hardly seek to improve its 
own share by its own efforts. 

State efforts for taxation 

(). The efforts that have been made from time to time 
for increasing the revenue of the State by the imposition 
of fresh taxes or by increasing the rates of taxes already 
imposed are indicated below: — 

The statement below shows the taxes levied during 
the period of the diarchy, i,e„ from 1921 to 1937. ' 


Year 


Name of Act 


Tax imposed 


1922 

1932 

1935 


. The Bengal Amusements lax Act. .1922 (Bengal Act V 
of 1922)* 

, The Bengal Motor Vehicles Tax Act, 1032 (Bengal Act 

I of. 1933). 

, The Bengal Electricity Duty Act, 1935 (Bengal Act X of 
* 935 )- 

The Court-fee (Amendment) Act, 1935 

The Indian Stamp (Amendment) Act, 1935 

The Bengal Amusements Tax (Amendment) Act, 1935 


(1) An Entertainments tax on all forms of entertainments. 

(2) A Betting Tax and a Totalisator Tax in race courses. 
A tax on all motor vehicles kept or used in Bengal. 

A tax on units of electric energy consumed for lights or 
fans or both. 

Increasing the rates of fees payable in certain cases. 
Increasing the rates of stamp duly. 

Increasing the rates of entertainments tax. 
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Appendix X contains copy of a note prepared in 1947 
giving a brief summary of the new taxes imposed and 
rates enhanced during the period 1938 to 1947 , It also 
examines the possibilities of further augmentation of 
the tax revenue of the State by the fullest exercise of 
the powers given to it under the then Constitution, viz. 
the Government of India Act, 1935 . 


The table given in paragraph 5 of the note of 1947 
in Appendix I shows the Acts which were passed during 
the period 1938-1947 to continue in force or to increase 
previously-imposed taxes. Acts passed after 1947 for the 
same purpose are shown in the table below: — 


Year 


Name of Act 


Tax continued or enhanced Date of 

effect 


1949 


195 * 


The West Bengal Agricultural Income-tax (Amend- Enhancing the rates of Agricultural Income-tax 1-4-49 
ment) Act, 1949 (West Bengal Act III of 1949). 

The West Bengal Amusements Tax (Amendment) Enhancing the rates of entertainments tax on t-4-49 
Act, 1949 (West Bengal Act XI of 1949). cinemas. 


The West Bengal Finance Act, 1949 (West Bengal Enhancing the rates of betting tax and iotalisator 1-4-49 
Act XII of 1949). tax from 15 per cent, to 20 per cent, and con¬ 

tinuing as a permanent measure, the enhanced 
rates of Electricity Duty imposed by the Bengal 
Fianance Act, 1943, 


The Bengal Motor Vehicles Tax (West Bengal Enhancing the rates of Motor Vehicles Tax, 1-7-51 

Amendment) Act, 1951 (West Bengal Act XVII 
of 1951). 

The Bengal Amusements Tax (West Bengal Amend- Enacting the provisions of an Ordinance under 8-12-50 
ment) Act, 1951 (West Bengal Act IV of 1951). which the rates of betting tax and totalisator tax 

were reduced from 20 per cent, to 12 J per cent, 
from 8 th December 1950. 


The table given in paragraph 6 of the note of 1947 articles during the period from 1938 to 1947 . Further 

shows the increases in the rates of duty on excisable increases made after 1947 are show in the table below:— 


Revised rate on 



r 

15-4-47 


1- 

00 


1 “ 4-49 


1-4-5° 


i 5 - 4 “ 5 i 


1- 

5“52 


-.— 

1 - 4-53 




Rs. a. 

P- 

Rs. 

a. 

P' 

Rs. a. 

P* 

Rs, a. 

P- 

Rs, 

a. 

P- 

Rs. 

a, 

P* 

Rs. a. 

P- 

Wines and Spirits («) 

56 4 

0 

56 

4 

0 


0 

56 4 

0 

56 

4 

0 

70 

0 

0 

70 0 

0 

Country Spirit (a) 

48 4 

5 


2 

5 

51 2 

5 

51 12 

1 

53 

3 

1 r 

54 

8 

2 

53 14 

0 

Ganja (b) 

243 0 

0 

295 ! 

9 

9 

295 9 

9 

290 9 

9 

235 

9 

9 

235 

9 

9 

235 9 

9 

Opium (b) . 

297 6 

0 

345 

H 

0 

433 n 

0 

433 11 

0 

447 

3 

0 

537 

2 

0 

538 1 

0 


(a) Per L, P, gallon. 

($) Per seer. 

The Annexure to the note of 1047 shows the trend of is shown in statement below; — 
revenue from 1938-39 to 1945 - 46 - The trend after that 

(Rupees in thousands 



1946-47 

(Undivided 

Bengal) 

1948-49 

i 949 “ 5 o 

1950-5 1 

195^52 

» 952-53 

1953-54 

(Budget) 

Excise . 

5,48,91 

6,22,81 

6 , 14)94 

6,22,17 

6 , 72,53 

5,68,70 

5,61,60 

Stamps . 

4,44,91 

2,39771 

2,66,34 

3 , 77,70 

2,92,69 

2 , 8 i ,33 

2,87,00 

Entertainment Tax 

47,04 

6 t >54 

93>°7 

1,05,20 

1,09,76 

1,04,33 

1,10,00 

Betting Tax 

1,17,88 

95)45 

90,75 

61,07 

56,24 

62,67 

60,00 

Electricity Duty . 

1 ■ 49,45 

72,91 

81 ,45 

85, 1 3 

94,36 

99,37 

1,00,00 

Sales Tax 

3,60,45 

4 ) 32,09 

4 ) 63 ) 9 ° 

5 , 19,97 

5,64,05 

5,25,61 

5,60,00 

Motor Spirit Sales Tax . 

. . 41,08 

81,16 

90,36 

95,37 

1,08,37 

1,05,11 

1,10,00 

Raw Jute Tax . 

39)93 

45,71 

34,10 

32,93 

33,05 

32,89 

30,00 

Agricultural Income tax 

77,61 

43,21 

83,73 

63,30 

63,56 

61,21 

63 ) 5 i 

Total Revenue receipts . 

39 , 66,09 

31,76,52 

34,01,44 

34 , 30,28 

38,58,84 

38,29,51 

(Revised) 

38,15,87 


The revenue receipts of the undivided Bengal were 
raised from Rs. 12 crores in 1938-39 to Rs. 37 crores in 
1945-46 excluding the subvention of Rs. 8 crores re¬ 
ceived in that year from the Government of India, The 
revenue was Rs. 39 crores in the year immediately pre¬ 
ceding the Partition year. After Partition, the revenue 
of West Bengal was 32 crores in 1948-49 and it rose to 
38 crores in 1952 - 53 . Thus it has been possible to bring 
the revenue of West Bengal almost to the level of the 
pre-Partition revenue of the entire Bengal. 


Prospects of more revenue examined according to 
items in the Legislative list 

7 . In the note of 1947 in Appendix I the position and 
possibilities in regard to each source of taxation avail¬ 
able to the provinces under the Government of India 
Act, 1935 , were examined separately. The changes that 
have taken place since then with regard to each of the 
taxes within the competence of the State Legislature 
are shown below: — 

Note, —Entry numbers referred to below relate to the State Legislative List 
which is List II in the Seventh Schedule both in the case of the Government 
of India Act, 1935 and the Constitution of India, 









Land Revenue 

This was formerly Entry 39 and is now Entry 45 . The 
position still continues the same as stated in the note 
of 1947 except that after implementation of the Estate 
Acquisition Bill now on the anvil in the Legislature, this 
will cease to bring any net addition to State revenues. 

Excise 

, This was formerly Entry 40 and is now Entry 51 . 
Further increases in the rates of Excise Duties have 
been made since 1946 - 47 , The rates have begun show¬ 
ing diminishing returns. 

Taxes on agricultural income 

This was formerly Entry 41 and is now Entry 46 . 
After the Partition, this source has lost its importance. 
The source was, however, exploited further both by 
lowering the exemption limit and by enhancing the rates 
of tax. Moreover, with the abolition of the rent-receiv¬ 
ing interests in land, its scope and importance will be 
further reduced. 

Taxes on lands and buildings, hearths and ivindoios 

This was formerly Entry 42 and is now Entry 49 . In 
the new entry the words “hearths and windows’' have 
been dropped. They continue to remain the main stay 
of local bodies and are still levied either in the form of 
cesses, e.g., road cess and primary education cess or in 
the form of a tax on annual value. Under the recent 
amendment of the Calcutta Municipal Act, the tax on 
annual value of land and building in Calcutta is levied 
at graduated rates varying from 15 per cent, to 23 per 
cent. Where annual valuation exceeds Ks. 3 , 000 , the 
maximum percentage may be increased to 33 per cent, 
with the approval of Government. An additional 1/2 
per cent, is levied for the Howrah Bridge. The Union 
Boards also levy a tax on building. Exploitation of 
this source for State revenues is hardly desirable. 

Duties in respect of succession to agricultural lands 

This was formerly Entry 43 which has been split up 
into two entries, viz., “ 47 —Duties in respect of succes¬ 
sion to agricultural land” and “ 48 —Estate Duty in res¬ 
pect of agricultural land”. As the Government of India 
are now about to levy Estate Duty on non-agricultural 
property the possibility of exploiting this source by 
State Legislation or otherwise is under the consideration 
of Government. If however rent-receiving interests are 
abolished, the source will not be of any appreciable 
significance. 

Taxes on mineral rights 

This was formerly Entry 44 and is now Entry 50 . No 
full investigation has been made into this source. But 
it is clear that this entry cannot yield much revenue. 

Capitation Tax 

This was formerly Entry 45 and is now Entry 61 , It 
was condemned by the Taxation Enquiry Committee of 
1925 , The tax is not levied in this State. 


Taxes on professions, trades, callings and employment 

This was formerly Entry 46 and is now Entry 60 . 
Article 276 of the Constitution imposes a limit of Rs. 
250 up to which the tax can be levied. This source has 
been given to the local bodies to exploit. 

Taxes on animals and boats 

This was formerly Entry 47 and is now Entry 58 . 
The position remains the same as stated in the note 
of 1947 . 


Taxes on sale of goods and on advertisements 


This was formerly Entry 48 which has been split up 
into two Entries under the Constitution, viz., “ 54 — 
Taxes on sale or purchase of goods other than news¬ 
papers”. and “ 55 —Taxes on advertisements other than 
advertisements published in the newspapers”. The 
power to levy tax on newspapers and newspaper adver¬ 
tisements has now been transferred to the Parliament, 

The Sales Tax has recently been showing dwindling 
returns. The Motor Spirit Tax is levied at the highest 
rate in this State and the rate is equal to the ceiling 
recommended by the Motor Vehicles Taxation Enquiry 
Committee. After Partition Haw Jute Tax has lost much 
of its importance. Levy of a tax on advertisements 
other than newspaper advertisements is not considered 
worthwhile for purposes of the State revenue. This has 
been given to local bodies to exploit. Parliament has 


used its new power of taxing newspaper advertisements 
not for securing uniform taxation but for securing uni¬ 
form exemption. 

Taxes on vehicles suitable for running in roads , etc . 

This was formerly Entry 48 A and is now Entry 57 . 
This source has been further exploited by increasing 
the rates of Motor Vehicles Tax substantially with effect 
from 1st July 1951 . The enhanced rates are near the 
ceilings recommended by the Motor Vehicles Taxation 
Enquiry Committee, 1950 , 

Taxes on consumption or sale of electricity 

This was formerly Entry 48 B and is now Entry 53 . 
The enhanced rates of tax imposed in 1943 were made 
permanent in 1949 . Further enhancement of rates does 
not appear feasible. 

Cesses on entry of goods into a local area for consump¬ 
tion, use or sale therein 

This was formerly Entry 49 , and is now Entry 52 t in 
which the expression “Cesses” has been substituted by 
the expression “Taxes”. The position remains the same 
as stated in the note of 1947 . Recently the Motor Vehi¬ 
cles Taxation Enquiry Committee, 1950 . has recommend¬ 
ed abolition of all octrois. This State has so far levied 
no octroi. 

Taxes on luxuries including taxes on entertainments, 
amusements, betting and gambling 

This was formerly Entry 50 and is now Entry 62 , The 
rates of Entertainments Tax have been raised further 
and hardly admit of further increase. The rate of bet¬ 
ting and totalisator taxes was raised to 20 per cent. But 
this high rate led to a sharp fall in revenue. The rate 
had to be brought down to 12J with effect from 8th 
December 1950 . 

Stamp Duty 

This was formely Entry 51 and is now Entry 62 . There 
is no change in the position as stated in the note of 1947 . 

Dues on passengers and goods carried on inland water¬ 
ways 

This was formerly Entry 52 and is now Entry 56 . The 
term “Taxes” has been used instead of “Dues” in the 
new Entry. No change in the position since the note 
of 1947 . 

Tolls 

This was formerly Entry 53 and is now Entry 59 . 
This source does not offer any scope for increasing the 
State revenue. The State Government do not levy any 
tolls except on a few ferries and bridges. 

The conclusion reached in the note of 1947 was as 
follows: — 

“It is thus clear that there is little prospect of aug¬ 
menting Provincial revenue to any considerable extent 
by levying new taxes or by further exploitation of exist¬ 
ing taxes within the framework of the existing Consti¬ 
tution. The sources of revenue given to the Province 
by the present Constitution have been exploited to the 
utmost desirable limit.” 

The same conclusion remains valid today, The pre¬ 
sent Constitution has not increased the scope for State 
taxation; but since 1947 fuller exploitation of the exist¬ 
ing sources has been made wherever considered feasible 
and the peak appears to have been reached. This con¬ 
firms the conclusion reached generally in the earlier 
part of this memorandum. 

Thus both in the matter of increasing State Tax re¬ 
venue or in the matter of qualifying for larger share 
of Central taxes or larger grants-in-aid from the Central 
Government the scope for State efforts is severely limit¬ 
ed. Whether such a position is good or bad for the 
country is a different question and is difficult to answer 
particularly having regard to the fact that as soon as 
possibilities were opened up to them in the past, the 
State Governments acted quickly to develop a highly 
fruitful tax system to the optimum limit of these possi¬ 
bilities under the sheer urge for development. Resort 
to less desirable or undesirable taxes becomes very pro¬ 
bable under such circumstances as prevail at present 
particularly having regard to the heavy responsibility 
for development that rests on the States under the Cons¬ 
titution. 

Motive for State Taxation 

8 . The principal motive for the imposition of new 
taxes was administrative requirement before 1921 and 
development needs thereafter. As the popular element 
began to be associated with the Government as from 
1921 , the need for development came to the forefront 
and the need for development necessarily led to the need 
for greater taxation. Taxes which were developed to 
finance administrative needs, viz., land revenue, stamps 
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and State excise, had become quite old and had praeti*- 
cally reached the limit of exploitation. The only old 
tax which can be said to have for its object a measure 
of development of the country was the cesses on land 
levied in the seventies of the last century for the pur¬ 
poses of financing local Government. It was after a long 
time that some new taxes were imposed during the 
period 1921 - 37 . After 1937 when the State Government 
became almost wholly popular, the need for develop¬ 
ment received much greater attention leading to a great 
development of the system of State taxation. During 
World War II, the anti-inflationery motive became im¬ 
portant in State taxation and in most States outside 
Bengal this motive with the allied motive for building 
up a reserve for future development became practically 
the sole motive in State taxation. Anti-inflationary motive 
was of course not absent in Bengal but Bengal had to 
develop the system of State taxation and exploit it to 
the utmost during this period sheerly for meeting deficits 
caused by the shattering effects of the war. After In¬ 
dependence the development motive again assumed im¬ 
portance in this as in other States and it is now by far 
the predominant factor. The Five-Year Plan is a con¬ 
crete expression of this motive. 


Tax proposals In connection with Five-Year Plan 

9 . As the taxing powers of the State were already 
exploited to the fullest desirable limit, no proposal for 
new taxation could be made in connection with the 
Five-Year Plan either originally or in course of consul¬ 
tation with the Planning Commission. The Planning 
Commission’s estimates of resources available for the 
State Five-Year Plan included the following revenue 
from taxation: — 

(Rs. in crores) 


(1) Share of Estate Duty ..... 3 

(2) Additional yield from sales tax .... 6 

(3) Additional yield from Agricultural Income-tax . 1 

(4) Additional yield from Motor Vehicles Tax, etc. * 4*5 

Total 14*5 


Against this the additional tax receipts during the first 
three years on the Plan amount to Rs. 7'9 crores as 
per details shown below: — 


(Rupees in crores) 



1951-53 

(Actuals) 

1952-54 

(Revised) 

1953-54 

(Budget) 

Total 

I 95 I "54 

Plan 

1951-56 


Share of Estate Duty 

Nil 

Nil 

Nil 

Nil 

3*00 

Additional yield from Sales Tax • 

1 *6a 

1*58 

1*58 

4*78 

6*00 

Additional yield from Agricultural Income-tax 

* . 0*04 

O’OI 

°*°4 

m 09 

1*00 

Motor Vehicles Tax, etc* 

0*89 

1*09 

1*09 

3*07 

4*50 


2*55 

2-68 

2* 71 

7*94 

14 * 50 


Thus the experience in this respect during the first 
three years is fairly satisfactory in the State sector. 

It is, however, not possible to maintain the increases 
at this rate and in fact a downward trend in receipts 
has already appeared and will be reflected in the cur¬ 
rent year’s revised estimates. In relation to the gap of 
22 crores which was left in the hope that the State Gov¬ 
ernment would be able to fill it somehow, the success 
of the State Government is only partial as indicated in 
this memorandum (para, 3 , page C). There is a large 
balance still to be raised. During the current year the 
State Government has referred to the Central Govern¬ 
ment certain proposals for new taxation which may 
yield a little revenue to the great benefit of the Plan. 
The details of these proposals, if required will be made 
available to the Commission confidentially. 

Practice in regard to fiscal legislation 

10 . No taxing legislation in the State provides for 
determination of rates by an annual Finance Act. Most 
of the rates are firmly fixed by statute, certain powers 
of variation of duties being given to the Government in 
some cases. There is a separate Act for every tax and 
this has been shown in some detail in Memorandum IV 
on individual State taxes. The practice is working 
satisfactorily. 

Administrative set-up 

11 . At the Secretariat level the set-up is as follows: — 


Sales Tax, tax on motor spirit and tax on the purchase 
of raw jute v Below him there are 5 Assistant Commis¬ 
sioners who are mostly appellate authorities. Below them 
there are the assessing officers who are Commercial Tax 
Officers of Grade I and Grade II who are assisted by 
Inspectors, In the Agricultural Income-Tax Directorate 
the Chief Officer is the Commissioner of Agricultural 
Income-tax, the office being held by the same person who 
is for the time being the Commissioner of Commercial 
Taxes. Below him there is one Assistant Commissioner 
who is principally an Appellate Officer. There are Agri¬ 
cultural Income-tax Officers of Grade I and Grade II 
who do the assessment work. In the case of registration 
the Chief Officer of the Directorate is the Inspector- 
General of Registration. He is assisted by a few Inspect¬ 
ing Officers. The actual registering authorities are the 
Sub-Registrars scattered all over the State. In the case 
of the other taxes the administrative arrangement is far 
from elaborate and has been stated in Memorandum IV. 
The provisions for assessment, appeal and revision vary 
from tax to tax and these have been discussed in detail 
in Memorandum IV. The position of collection and ar¬ 
rears has also been shown in Memorandum IV, 


An idea of the cost of collection of these taxes will 
be obtained from the table at page 2 of the “West 
Bengal State Rupee—from where it comes and where 
it goes,” According to this table, in the budget esti¬ 
mates of 1953-54 the percentage of gross-cost of collec¬ 
tion to total receipts has been as follows: — 


The Land and Land Revenue Department deals with 
land revenue and road cess on land. Registration is 
dealt with by the Judicial Department. State Excise du¬ 
ties are dealt with by the Excise Department. Taxes on 
motor vehicles are dealt with by the Home (Transport) 
Department. All the other taxes are dealt with by the 
Taxation Branch of the Finance Department. It may 
be pointed out in this connection that the Secretariat 
personnel of the Excise Department are the same as 
those of the Taxation Branch of the Finance Depart¬ 
ment. 


The details of the set up at lower levels have been 
stated in Memorandum IV on individual State taxes. 
Broadly, the set-up is as follows:—* 


Registration ..... 

Percentage 

54*8 

Land Revenue ...... 

23*4 

State Excise Duties ..... 

8*9 

Charges on account of motor vehicles tax 

8-8 

Agricultural Income-tax .... 

7 '° 

Stamps 

3*3 

Other taxes and duties .... 

2 * 7 

For all the departments taken together . 

7 7 


The Head of the Excise Directorate is the Commis¬ 
sioner of Excise below whom there is the district level 
at which the Chief Officer is the Collector who is assist¬ 
ed by the Superintendents of Excise below whom there 
are Inspectors, Sub-Inspectors, petty officers, etc. The 
Commercial Tax Directorate, the Chief Officer of which 
is the Commissioner of Commercial Taxes, deals with 


As the purpose of registration is not merely the collec¬ 
tion of a tax but to provide a regular service to the 
citizens, the cost is necessarily high. In the case of 
land revenue the percentage is not very correct indi¬ 
cation as under this head is booked the cost of the 
entire district administration. The land revenue in the 
permanently settled estates practically collects itself and 
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the direct cost of collecting it is very low. In the khas 
mahals the cost is of the order of 20-0 per cent. It the 
remaining cases shown above the cost is reasonably 
low and in the case of “Other Taxes and Duties” the cost 
is the lowest, being only 2-7 per cent. It will appear 
from Memorandum No, IV on individual State taxes 
that the cost of collecting the Sales Tax including the 
Motor Spirit Tax and the Raw Jute Tax is only 1*9 
per cent, of receipts (see page 719 of Memorandum IV). 


Evasion 


12 . The problems of evasion have been dealt with in 
regard to each tax in Memorandum IV on individual 
State Taxes. The problems are particularly important in 
the case of two State taxes, viz., Sale Tax and State 
Excise. 


Local Taxation vis-a-vis State Taxation 

13 . Local bodies in West Bengal are mainly of the 
following classes:— 

(a) Municipal Corporation of Calcutta. 

(b) Other Municipalities. 

(c) District Boards. 

( d ) Union Boards. 

(e) District School Boards. 


Of the taxes in List II in the Seventh Schedule to the 
Constitution, the local bodies have been authorised by 
the State Legislature to levy the following : — 

Corporation of Calcutta 

(t) Consolidated rate on lands and buildings. 

(ii) Tax on carriages and animals. 

(in) Tax on professions, trades and callings, 

( iv ) Tax on carts. 

(v) Tax on advertisements. 


Other Municipalities 

(i) Rate on lands and buildings. 

(ii) Tax on carriages and animals. 

(Hi) Tax on professions, trade and callings. 

(iv) Tolls on ferries and bridges, 

(v) Tax on registration of carts. 

Union Boards 

( i ) Tolls. 

(ii) Union rates. 

District Boards 

They have no power to impose any tax. The proceeds 
of the Road Cess and Public Works Cessf levied by Gov¬ 
ernment are credited to the funds of these Boards. 

District School Boards 

They also have no power of taxation. The proceeds 
of the Education Cessf levied by Government are given 
to these Boards. Under the provisions of section 34 of 
the Bengal (Rural) Primary Education Act, 1930 $ a tax 
on trade, business and professions is levied in rural 
areas and the proceeds thereof are made over to the 
District School Boards. 

Besides, the Calcutta Corporation and other munici¬ 
palities levy service charges like charges for scavenging 
lighting, water-supply, etc. District Boards levy tolls 
under the Ferries Act. The local bodies levy certain 
types of fees also. 

The administration of the local bodies is in many cases 
not efficient enough to exploit fully the sources of taxa¬ 
tion given to them. Assessment is not often up to the 
mark and collection of the assessed rates and taxes is 
also not often satisfactory. Increase in prices has affected 
the budgetary position of all local bodies. 

The State Government render assistance to these local 
bodies by grants and loans in various forms. 


The position of loans so advanced is as follows: — 

(Rupees in thousands) 


*949-5° I950-5 1 J95I-52 1952-53 1953-54 Outstand- 

(Revised) (Budget) ing at the end 
of 1952-53 


Corporation of Calcutta . 


3.82 

2,00 

5?55 

4,64 

4.% 

1,04,65 

Municipalities .... 


5.86 

10540 

9.03 

5.08 

5,9° 

59,49 

District Boards 


2,00 

3,00 

4.38 

3,38 

3,00 

28,11 


The position of grants-in-aid is as follows :— 


(Rupees in thousands) 


— 


1949-5° 

1 9505* 

1951-52 

1 952-53 
(Revised) 

1953-54 

(Budget) 

Corporation of Calcutta 


81,56 

82,42 

92,34 

91 >35 

90,58 

Municipalities . 


aw* 

35,60* 

40,05* 

37,37* 

37.37* 

District Boards ...... 

■ 

6,88 

8,12 

7 j 99 

8,74 

8,8o 

Union Boards ..... 


13,60 

14,26 

3,°° 

9>9* 

5*°° 

District School Boards . 


76,90 

81,53 

94,32 

1,06,05 

M9>°5 

The details are shown in Appendix II 

Total 

2,09,99 

2,21,93 

2,37.70 

2,53*42 

2,90,80 


Recently, there is a tendency to provincialise locally 
administered subjects. Thus the principal health and 
medical services of the District Boards are being gra¬ 
dually provincialised. The veterinary services also are 
being similarly taken over by the State Government 
Several important roads of District Boards as well as of 
Municipalities have been taken over by the State Gov¬ 
ernment, 


There is not much of a problem in co-ordination bet¬ 
ween State taxation and local taxation. The sphere of 
local responsibility is, however, shrinking gradually as 
stated above and what shape and magnitude it will take 
finally requires clarification. Much depends on the 
efficiency with which local bodies can administer their 
taxes and execute their schemes. At present wherever 
there is a laxity in these two spheres local subjects tend 


Includes grants to District Boards on account of dearness concessions to their employees, for which separate figures are not available. 
"fSee Memorandum III on Land Revenue, pages 711,712. 
pSee Appendix III, 
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to be transferred to the State because, popular demand 
for such transfer easily arises under such circumstances 
and the local bodies themselves feel relieved by such 
transfer. 


Co-ordination between State Taxes and Central Taxes 


14 . The problem of co-ordination between State taxes 
and Central taxes is not as important in this country 
as, in other federations as tax jurisdictions of the Centre 
and the State are exclusive. As no tax can be levied 
concurrently by the Centre and the State the problem of 
an overlap in the legal sense cannot arise at all within 
the framework of the Constitution. 


Economic overlap as distinct from legal overlap is, 
however, possible.. Thus on the same commodity, the 
Centre can* levy one tax, e g., an excise or customs duty 
and the State can levy another tax; e.Q., a Sales Tax. 
Such economic overlap is not peculiar to a federation. 
It exists even in a country with a unitary form of Gov¬ 
ernment. Thus the United Kingdom levies Purchase 
Tax as well as excise or customs duty in many cases. 
There is, however, one difference in this respect between 
this country and countries like United Kingdom. In 
United Kingdom both the taxes being levied by the same 
authority, co-ordination is simpler than in this country 
where the taxes are levied by different authorities. Not 
many problems in co-ordination have, however, arisen 
so far in this country as between Central taxation and 
State taxation. 


In the early days of the Central Excise Duty on 
tobacco, the problem of co-existence of a Central Ex- 
cise Duty and a provincial Sales Tax on tobacco was 
looked upon as rather serious and an agreement was 
arrived at between the Central Government and certain 
State Governments under which the latter abolished the 
Sales Tax on tobacco in return for agreed compensatory 
grants. (Please see pages 462 - 467 , Provincial Taxation 
under Autonomy by Das Gupta. Oxford University 
Press.) On the recommendation of the last Finance Com¬ 
mission, the grants have been withdrawn and the State 
Governments have been given freedown to re-levy the 
Sales Tax (vide paragraph 14 , Chapter V, pages 83-84 of 
the Report. 


Article 286 ( 3 ) of the Constitution seeks to secure 
exemption from taxation of those goods which are es¬ 
sential for the life of the community. It has been sug¬ 
gested that this Article may. be used for co-ordination 
both between the Centre and the States and as between 
States. The Article is not designed for, and cannot, 
therefore, be effectively used for such purpose. The 
provision if used properly can do some good to the coun¬ 
try. This has been discussed in some detail on pages' 
23-25 of Memorandum IV. It was not intended that it 
would be used for purposes of co-ordinating Central and 
State taxes. To use it for the purpose of ousting the 
State jurisdiction in a particular field in order to create 
exclusive taxing jurisdiction for the Centre in that field 
is wrong. 


Article 286 ( 1 )(b) attempts some co-ordination between 
Sales or Purchase Tax on the one hand and import and 
export duties,on the other. The recent Supreme Court 
decision- : in the Travancore-Cochin case has held that 
this provision gives exemption from the State Tax to 
those sales or purchases which occasion the export 
or the import as the case may be. Ousting the jurisdiction 
of one party is, however, different from co-ordination 
between two parties exercising jurisdiction in the same 
field. Strictly speaking, therefore, this Article does not 
deal with co-ordination proper. 


Co-ordinatibn among State taxes 


15 . This is not the place to discuss problems of co¬ 
ordination as between States. But a brief reference may 
not be altogether out of place. Co-ordination in this res¬ 
pect is often directed against regional inequality in 
State taxation or against double taxation. It is im¬ 
portant to remember in this connection that all inequal¬ 
ity is not bad. There may be equitable inequality, 
harmless inequality and harmful inequality. There is 
also nothing inherently wrong in double taxation, but 
when such double taxation assumes serious proportion, 
need for co-ordination arises. A general discussion on 
the subject will be found in Chapter III, Part V of 
“Taxation under Provincial Autonomy” by Das Gupta, 
published by the Oxford University Press pages 449 - 460 . 

88 —i T, E. Com. (N.D ,)/55 


Some of the provisions of the Constitution which seek 
to restrict legislative powers to prevent un-co-ordinated 
taxation unduly hindering trade and commerce are con¬ 
tained in Articles 301-304 and clauses (a) and ( 2 ) of 
Article 286 . There is at present some confusion about 
the scope of Article 286 (l)(a) and this has been dealt 
with in some detail in Memorandum IV, pages 728 - 730 . 
Certain suggestions have been given therein for the re¬ 
moval of these confusions. Under the leadership of the 
Central Government, an attempt is being made to solve 
the difficulties by establishing voluntary conventions. 
This is being watched with interest by many. On page 
735 of the Memorandum IV, reference has been made to a 
discriminatory levy on molasses by certain States 
which apparently goes against Articles 301 and 303 of 
the Constitution. It is desirable if not necessary that 
there should not be any such discriminatory levy. 


A view has-sometimes been expressed that in order 
that problems of co-ordination may not arise at all, the 
jurisdiction of the States should be completely ousted 
It is some such view which seems to have led to the 
enactment of Articles 268 and 269 of the Constitution. 
While such a course is possible up to a point, the ex¬ 
perience so far indicates that it can hardly be pressed 
much further. 


Of the taxes mentioned in Articles 268 and 269 of the 
Constitution, the Stamp Duty was being levied from be¬ 
fore the making of such a provision in the Constitution 
or in the Government of India Act, 1935 . Duties on 
toilet and medicinal preparations were also being levied 
from before the making of the provision in the Consti¬ 
tution. Other taxes mentioned in these two Articles are 
not being levied, except that recently a measure to levy 
death duty has been passed by Parliament. This mea¬ 
sure was first introduced in 1945 but finally passed in 
1953 . The time taken is probably unprecedented. When 
State Governments started levying taxes on advertise¬ 
ments in newspapers, the taxing power was transfer¬ 
red to the Centre, The Centre has used this power not 
in bringing all States under uniform taxation but in re¬ 
moving the tax from those States that had levied it. 
This has resulted not in uniform taxation but in uni¬ 
form exemption. The experience shows that the Central 
Government do not have as much interest in these taxes 
as they have in those from which they themselves deri¬ 
ve revenue. The Expert Committee on the Financial pro¬ 
visions of Union Constitution appointed by the Presi¬ 
dent of the Constituent Assembly actually thought that 
it was necessary to give a share of the proceeds from 
Estate and Succession Duties to the Centre in order that 
it may be quickly and fully exploited. (Paragraph 42 
of the Report.) It would, therefore, be clearly wrong 
and impracticable to base State responsibilities in the 
matter of State expenditure on somebody else’s respon¬ 
sibility for raising revenue, specially when that body 
has no direct interest in raising that revenue. 


Appendix I 


Capacity of the Province to exploit existing sources of 
Revenue and to create fresh ones 


This note is intended to present a brief summary of 
the main results of the work done and the investigation 
made since 1938 about the’ possibilities of increasing 
the revenue of Bengal. 


2 . The Government of India Act, 1935 , gives certain 
definite sources of revenue, to the Provinces. This at¬ 
tempt to restrict the powers of Governments by com¬ 
plete enumeration is the chief peculiarity of the present 
Constitution. 


3 . Since 1938 the Taxation Branch of the Finance De¬ 
partment has been studying the possibilities of tapping 
new sources of revenue and of further exploitation of 
the existing sources. 


The Branch has kept in close touch with similar in¬ 
vestigations in other provinces and it does not appear 
that other provinces have considered anything of impor¬ 
tance that has not already been considered in Bengal. 


4 . Since 1938 Bengal has adopted the following new 
taxes; — 
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Year 

Name of Act 

Tax imposed 

Date of effect 

1939 • 

, The Bengal Finance Act, 1939 (Bengal Act IX of 1939) 

A tax of Rs. 30 per annum in respect of earn¬ 
ings from profession, trade , calling or 
employment. 

aoth July 1939 (col¬ 
lected with effect 
from the year com¬ 
mencing on 1st April 
1939). Since re¬ 
pealed by Bengal 
Finance (Repeal¬ 
ing) Act III of 
1946. 

1941 . 

. The Bengal Finance (Sales Tax) Act, 1941 (Bengal Act 
VI of 1941), 

Imposing a tax of one pice in the ruppee of 
taxable turnover of a dealer. 

1st July 1941. 


The Motor Spirit Sales Taxation Act, 1941 (Bengal Act 
V of 1941). 

Imposing a tax of one anna six pies per gallon 
on retail sales of pertol. 

7th August 1941. 


The Bengal Raw Jute Taxation Act, 1941 (Bengal Act 
XI of 1941)* 

Imposing a tax of two annas on every maund 
of raw jute purchased by the jute mills and 
shippers. 

1st January 194a. 

1944 • 

t The Bengal Agricultural Income-tax Act, 1944 (Ben¬ 
gal Act, IV of 1944). 

Imposing a tax on Agricultural income 

1st April 1944. 

5. The following table shows the Acts ^ which have 
been passed by continuing in force or to increase pre~ 

viously imposed taxes: — 


Year 

Name of Act 

Tax imposed. 

Date of effect 

1938 

, Bengal Expiring Laws Act, 1938, continuing in force— 




(a) The Bengal Electricity Duty Act, 1935* 




(i b ) The Court Fees (Amendment) Act, 1935. 




(c) The Indian Stamp (Amendment) Act, '935. 




(d) The Bengal Amusements Tax (Amendment) Act, 
1935 * 



1943 * 

* The Bengal Finance Act, 1943 (Bengal Act V of 1943) 

Increasing the rates of entertainment tax, 
electricity duty and also the rate of totali- 
sator tax and betting tax from 4 per cent, 
to 10 per cent. 

1st May 1943. 

1944 • 

. The Bengal Finance (Sales Tax) Amendment Act, 1944 
(Bengal Act I of 1944)* 

Enhancing the rate of sales tax from one 
pice to two pice in the rupee. 

17th April 1944. 

1945 • 

, The Bengal Finance Act, 1945 (Bengal Act II of 1945) ♦ 

Continuing the enhanced rates of taxes im¬ 
posed by the Bengal Finance Act, 1943. 

19th April 1945. 


The Bengal Finance (No. II) Act, 1945 (Bengal Act IX 
Of 1945 )' 

Enhancing the rate of betting tax and totali- 
sator tax further from 10 per cent, to 13 
per cent, for one year only. 

10th July 1945. 


The Bengal Motor Spirit Sales Taxation (Amendment) 
Act, 1945 (Bengal Act VII of 1945). 

Enhancing the rate of motor spirit sales tax 
from one anna six pies per gallon to three 
annas per gallon. 

1st July 1945. 


The Bengal Finance (Sales Tax) Amendment Act, 1945 
(Bengal Act VIII of 1945)- 

Further enhancing the rate of sales tax from 

2 pice to 3 pice in the rupee. 

35th June 1945. 

1946 . 

The Bengal Finance (Sales Tax) Amendment Act, 1946 
(Bengal Act IV of 1946). 

Further ehnacning the rate of sales tax from 

3 pice to 1 anna in the rupee. 

Not yet given effect 
to. 


The Bengal Finance (Sales Tax) Second Amendment 
Act, 1946 (Bengal Act VIII of 1946). 

Amending the Bengal Finance (Sales Tax) 
Amendment Act, 1946 (Bengal Act IV of 

1946) with a view to enforce the increased 
rate of 1 anna in the rupee, from a notified 
date. 

Date not yet notified. 


The Bengal Finance (Extending) Act, 1946 (Bengal 
Act XI of 1946). 

Continuing the enhanced rate of betting 
tax and totalisator tax imposed by the 
Bengal Finance (No. II) Act, 1945, for a 
further period of one year. 

3rd September 1946, 


The Bengal Motor Spirit Sales Taxation (Amendment) 
Act, 1946 (Bengal Act XIII of 1946). 

Further enhancing the rate of motor spirit 
sales tax from 3 annas to 6 annas per gallon. 

1st November 1946. 
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6. The repeated increases in the rates of duty on excisable articles are shown in the following table:— 


Rate 

during the Revised Revised Revised Revised Revised Revised Revised 

period rate on rate on rate on ist rate on Rate on rate on rate on 

from ist May ist August December ist April ist Nov- ist April ist April 

1938-39 *943 *943 *943 1944 ember *945 *94 6 

to 1942-43 *944 



Rs. 

a. 

P* 

Rs. 

a. 

p. Rs. a. 

P- 

, Rs. 

a. p. 

Rs, 

a. p. 

Rs. 

a. 

P* 

Rs. a. 

P- 

Rs. a. p. 

Wines and spirits (a) 

• 30 

0 

0 

30 

0 

0 

0 

0 

0 

42 

8 0 

50 

0 0 

58 

4 

0 

56 4 

0 

•• 

Country spirits (a) 

. 7 

1 

6 

17 

0 

0 170 

0 

22 

0 0 

29 

0 0 

42 

0 

0 

46 10 

0 


Ganja (b) 

. 41 

15 

0 

5 1 

7 

0 80 0 

0 

109 

14 0 

138 

15 0 

I 9 i 

7 

0 

205 6 

0 

*• 

Opium (b) . 

. 87 

4 

0 

IOI 

12 

0 101 12 

0 

*45 

4 0 

168 

13 0 

218 

*3 

0 

233 3 

0 

252 3 0 


(a) Per L, P, gallon. 

(b) Per *eer. 


7 , The Annexure shows the recent trend in our re¬ 
venues. It will be seen that since 1938 our revenue re¬ 
ceipts have increased from 12 crores ( 1938 - 39 ) to 37 * 
crores ( 1945 - 46 ). The largest contributors to these in¬ 
creases are the excise duty, the sales tax, the motor- 
spirit sales tax, the betting taxes, and the agricultural 
income-tax. Besides, our receipt from the Indian In¬ 
come Tax has increased considerably. 

8 . In 1945 the Finance Department expressed the 
opinion that the Province had practically exhausted all 


the sources of revenue given to it under the present 
constitution and that there were no new fields of taxation 
that were admissible to Bengal under the constitution 
act of any consequences that this province could tap. 


9 . The table below shows at a glance the taxes given 
to the Provinces by Government of India Act, 1935 , 
and the extent to which these have been exploited in 
this Province— 


No. of entry 
in fist II, 

Serial Schedule Description of the entry 

No. VIII, Gov¬ 
ernment of 
India Act, 

1935 


1 

39 

Land Revenue ...... 

2 

40 

Certain excise duties ..... 

3 

4 i 

Taxes on agricultural income 

4 

42 

Taxes on lands and buildings, hearths and win¬ 
dows. 


5 

43 

Duties in respect of succession to agricultural 
lands, 

6 

44 

Taxes on mineral rights , 

7 

45 

Capitation tax ...... 

8 

46 

Taxes on professions, trades, callings and em¬ 
ployments. 

9 

47 

Taxes on animals and boats .... 

10 

48 

Taxes on the sale of goods and on advertisement 

11 

48A 

Taxes on vehicles suitable for running on roads, 
etc. 

12 

48B 

Taxes on the consumption or sale of electricity. 

>3 

49 

Cesses on the entry of goods into a local area for 
consumption, use or sale therein. 

14 

50 

Taxes on luxuries, including taxes on entertain¬ 
ments, amusements, betting and gambling. 

15 

5i 

The rates of stamp duty . 

16 

52 

Dues on passengers and goods carried on inland 
waterways. 

17 

53 

Tolls 


Whether the tax granted to the Province under the entry has 
been adopted 


Adopted. 

Adopted. 

Adopted. 

“Taxes on lands* 1 in so far as these are a repetition of the entry 
“land revenue” have been adopted for provincial purposes, Taxes 
on lands and buildings have been adopted for municipal and dis¬ 
trict board purposes, and are the mainstay of local finance in the 
Province. Taxes on hearths have been adopted for union board 
purposes. Taxes on windows have not been adopted. 

Not adopted. 


Not adopted. 

Not adopted. 

The tax has been adopted for municipal purposes and is being levied 
by some of the municipalities. It was also adopted for Provincial 
purposes in 1939 when the Bengal Finance Act, 1939, was passed; 
but the Act was repealed In 1946. 

Certain municipalities levy tax on animals, e.g dogs, taxes on boats 
have not been adopted. 

Taxes on the sale of goods have been adopted for Provincial purposes. 
Taxes on advertisements have not been adopted. 

Taxes on motor vehicles have been adopted, taxes on tram cars 
have not been adopted. 

Adopted. 

Not adopted. 


Adopted. 


Adopted. 

Not adopted. 


Adopted mainly for local purposes. 


•This exclude* * subvention of R*. 8 crores from the Government of India, 
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10. The 17 taxes enumerated above exhaust the list 
of taxes within the competence of Provincial Govern¬ 
ment, It is important to note two points in this con¬ 
nection, viz.— 

(a) The responsibility for giving adequate sources of 
revenue to the local bodies rests within the Provinces. 
So all these taxes cannot be used solely for provincial 
purposes; some of them have to be reserved for the local 
bodies also. In some cases the Provincial Government 
levy a tax themselves and distribute the proceeds to the 
local bodies, e.cj., road cess; in other cases the Provin¬ 
cial Government authorise the local bodies to levy a tax, 
e,g,, (i) the tax on professions, trades and callings, (ii) 
the tax on animals, (Hi) the tax on lands and build¬ 
ings, etc, 

(by A tax in order to be validly leviable must take 
the form of one of these seventeen taxes. 


Entry 46 —Taxes on professions , trades , callings ahd 
employments 

19. A tax at a flat rate of Rs, 30 on all income tax 
payers falling within the above categories was adopted 
in 1939. At that time it was hoped that it might be at 
a later date possible to graduate the tax. But since then 
the amount leviable under this entry has been limited 
by an amendment of the Government of India Act to 
Rs, 50 only. So there is no hope of graduation now. 
In its ungraduated form, the tax, apart from its in¬ 
equity, proved very expensive to collect. 

It may be pointed out in this connection that the 
power to levy this tax has been given to the Municipa¬ 
lities some of whom actually levy it. This tax is there¬ 
fore best reserved as a local source of revenue. 

In this Province, as already stated, the tax was abo¬ 
lished after a long period of trial. 


11. Besides the general picture given in the above 
table the entries are considered seriatim below for the 
purpose of giving a separate picture under each. 

Entry 39 —Land Revenue 

12. As a result of the permanent settlement, this 
entry offers little scope for expansion. The only area 
in which Government have powers to increase the de¬ 
mand under this head are the Khasmahals. But the 
present policy of Government is against any enhance¬ 
ment of rent and this power is not likely to be used. 

Entry 40 —Excise 

13. In recent years very substantial increases were 
made in the rates of the taxes under this head, and the 
rate of increase in Excise Revenue has been greater still. 
With the repatriation of military personnel and the dis¬ 
bandment of large labour forces employed on military 
works our revenue under this head is likely to diminish. 
Any immediate increase of any consequence in the rates 
under this head does not, therefore, appear to be pos¬ 
sible. 


Entry 41 —Taxes on Agricultural Incomx 

14. This was levied in 1944. There are two ways in 
which this source of revenue can be exploited further, 
namely, by lowering the exemption limit and by putting 
up the rates. 

Entry 42 —Taxes on land and buildings 

45. Taxes on lands and buildings are the mainstay of 
local finance in the province. They are levied in the 
form of a cess or tax on the annual value. The road cess 
and the primary education cess taken together impose 
a substantial burden on land values. In municipal areas 
also the tax on annual values is substantial. In Calcutta 
it is 19J per cent, of annual value together with a fur¬ 
ther levy of \ per cent, of the Howrah Bridge. The 
Union Boards levy a tax in respect of buildings and 
hearths. Exploitation of this source for provincial pur¬ 
poses does not therefore appear to be practicable. 

A tax on windows is a classical example of a bad tax 
and should not be levied. 


Entry 43 —Duties in respect of succession to agricultural 
lands 

16. This is the counter-part of entry 50 of the Federal 
Legislative list, namely, “duties in respect of succession 
to property other than agricultural land”. The proceeds 
of this central tax, if levied, are distributable to the 
Provinces. The Government of India have recently pub¬ 
lished a Bill to levy a tax in respect of succession to 
property other than agricultural land. The Bill has 
been circulated for opinion. In 1939, the Council of 
Ministers came to the conclusion that the tax is un¬ 
suitable to the conditions of this country. In any case 
the question of levying a Provincial death tax on agri¬ 
cultural land can arise only after the Central Bill has 
been enacted. 


Entry 47 —Taxes an animals and boats 

20. This line has not been investigated; but it is 
obvious that it is not worthwhile imposing this tax on 
a provincial basis. A tax on animals, e.g., dogs, is 
levied by some municipalities. A tax on boats also is 
best reserved as a source of revenue for local bodies. 

Entry 48 ,—Taxes on the sale of goods and on advertise¬ 
ment 

21. The tax on the sale of goods in general was levied 
in 1941 and the rates have been revised from time to 
time. The last attempt to increase the rate from 3 pies 
to 1 anna per rupee of the turnover did not succeed. 
The Act enhancing the rate was passed but the date of 
its coming into effect was postponed indefinitely. If it 
is now brought into effect, an additional Rs. 50 lakhs 
may be expected. It is to be noted however that the 
present rate of the tax in Bengal is the highest in India. 

The Motor Spirit Sales Tax and the Raw Jute Tax 
are also levied on the authority of this entry. 

The tax on advertisement is not likely to yield much 
revenue and is not a very suitable subject for provin¬ 
cial taxation either. "It has been estimated that this tax 
may yield a revenue of about Rs. 1 lakh—about 20 per 
cent, of which will be spent on collecting it. 

Entry 4 A -Taxes on vehicles suitable for running on 
roads , etc. 

22. The existing rates of taxes under this head are 
lower than those in force in Bombay and Madras but 
the rate of sales lax on petrol is much higher in this 
Province than anywhere else in British India. 

A proposal to raise our rates to the Bombay level 
and to extend the tax to tram cars was approved by 
Cabinet in 1939, the proposal was expected to bring in 
extra Rs. 12 lakhs a year; but was held in abeyance 
on the advice of the Legal Remembrancer pending an 
amendment of the 7th Schedule of the Government of 
India Act, 1935. The Schedule was amended by Par¬ 
liament but the proposal to raise the tax on motor vehi¬ 
cles or to extend the tax to tram cars was not pursued. 
It is possible now to give effect to the decision of 1939 
and to get an additional Rs. 12 lakhs a year. But in 
view of the recent increase in the Provincial sales tax 
on petrol to 6 annas per gallon, such a measure would 
be of doubtful desirability now. 

Entry 48B —Taxes on the consumption or sale of elec¬ 
tricity 

23. The rates were last enhanced in 1943. The pre¬ 
sent rates are;— 

Rates of Duty 

(1) In respect of all premises not falling under article 

( 2 ),— 

(a) When the net charge of the licensee for the sup¬ 
ply of energy for the purpose of lights or fans or both, 
does not exceed three annas for each unit of energy 
consumed, as follows, namely: — 


Entry 44 —Taxes on mineral rights 

17. This has not been investigated. It does not ap¬ 
pear that this tax can yield any large revenue. Further, 
if mineral rights are acquired under the recommenda¬ 
tion of the Floud Commission, this entry will cease to 
have any significance. 

Entry 45 —Capitation Tax 

18. This is a highly objectionable tax. The Taxation 
Enquiry Committee of 1925 condemned it unequivocally, 


In the case of a consumer whose consumption of 
energy during the month to which the calculation of duty 


relates— 

(i) does not exceed fifteen units 

(U) exceeds fifteen units but 
does not exceed fifty units. 

(iti) exceed fifty units . 

(b) in other cases 


Nil 

Six pies for each unit of 
energy consumed. 

One anna per each unit of 
energy consumed. 

Six pies for each unit 0 f 
energy consumed. 
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(2) In respect of ail premises where the supply of 
energy by a licensee is unmetered for— 


Annas per 
mensem 


Every lamp of less than 30 watts .... 2 

Every lamp of 30 walls or more but less than 40 . • 3 

Every lamp of 40 vvatls or more but less than 60 . 4 

Every lamp of Go watts or more but not exceeding 100 ft 

and for every additional 15 watts or fraction thereof 1 

in excess of 100 in any lamp. 


The scope for further expansion is not at all bright. 

Entry 49—Cesses on the entry of goods into a local area 
for consumption, use or sale therein 

24. This article is subject to section 297 of the Gov- 
ernment of India Act, 1935, which forbids restriction by 
taxation or otherwise of inter-provincial trade. So this 
tax cannot be used on a provincial scale and is suitable 
only for use by the local bodies 

Entry 50—Taxes on luxuries including taxes on enter¬ 
tainments, amusements, betting and gambling 

25. Our rates of taxation on betting and entertain¬ 
ments are the highest in India. It does not appear that 
they could be pushed up much further. The entertain¬ 
ments tax was last revised in 1943 and the betting tax 
was last revised in 1945. 

Bombay levies a fee on its only race organisation. If 
Bengal levied a similar fee it might be possible to raise 
a revenue of about Rs. 3 lakhs. 

The other part of the entry, namely, taxes on luxu¬ 
ries is essentially a variant of entry 48, namely, sales 
tax. For in most cases the most convenient method 
of levying a 'tax on an article of luxury is in the form 
of a tax on its sales. In some cases it might, however, 
be more convenient to levy it in the form of a use tax, 
as for example, on motor vehicles, but there are few 
luxuries, the use of which appear to lend itself to such 
taxation. 

Entry 51—Stamp Duty 

26. This has been exploited in full and it does not 
appear that there is much scope for increase under this 
head. It may be pointed out that, the rates of stamp 
duties in Bengal are higher than the rates of such duties 
in the U.K. or the U.S.A, 


Entry 52— Dues on passengers and goods carried on in¬ 
land waterways 

27. This has not been investigated; but it is obvious 
that it offers little scope and in so far as it would tend 
to restrict trade, is objectionable. 

Entry 53— Tolls 

28. Tolls are used by a number of local bodies. Pro¬ 
vincial Government also use tolls which are suitable, 
e,g. t on the Wilingdon Bridge or in some canals. Ob¬ 
viously, however, this is not a head which offers any 
scope for increasing our revenues. 

29. It appears that of the taxes within our compe¬ 
tence we have not yet levied the following:-— 

(1) Tax on windows. 

(2) Death duty on agricultural lands. 

(3) Taxes on mineral rights. 

(4) Capitation tax. 

(5) Tax on boats. 

(6) Taxes on advertisement. 

(7) Taxes on tram cars. 

(8) Cesses and the entry of goods into the local area 
for consumption, use or sale therein. 

(9) Duties on passengers and goods carried on in¬ 
land waterways. 

Of these taxes, tax on windows and capitation tax are 
classical examples of bad taxes. Cesses on the entry 
of goods into local area cannot be imposed on a pro¬ 
vincial basis. Taxes on boats, advertisements and 
mineral rights do not appear to be worthwhile. Tax 
on passengers and goods carried on inland waterways 
are objectionable and are not likely to be productive 
of much revenue. Death duties on agricultural land 
involve question of policy and must wait till the Govern¬ 
ment of India have enacted their Bill to levy death 
duty on non-agrieultural property. 

30. It is thus clear that there is little prospect of 
augmenting Provincial revenue to any considerable ex¬ 
tent by levying new taxes or by further exploitation of 
existing taxes within the framework of the existing con¬ 
stitution. The sources of revenue given to the Province 
by the present constitution have been exploited to the 
utmost desirable limit and in almost every case in which 
the Provincial Government have unrestricted freedom 
to determine the rates, the rates are the highest in India. 

B. DAS GUPTA. 

The 31st March 1947. 


Annexure 


Statement sho 

wing the trend 

of the 

tax revenue 

and the total 

revenue 

receipts since 1938-39 

(Rupees in 

thousands 

>945-4 fi 

1 93*1-59 

1 939-4° 

1 94°"1 1 

"94" "4 2 

1942-43 

4H3-44 

1944-45 

Excise .... 

i. 59.35 

1.63,28 

1 >74.47 

1,88,56 

2*53,6.5 

4*08,74 

7.53.64 

8,17,26 

Stamps .... 

*V> 7-77 

*.r><>.44 

■■*.5'.58 

2,56,009 

-*49*75 

3 * 4 °*i 4 

3*56.63 

44)2,95 

Entertainment tax 

7-v* 

8,or 

8,10 


11,96 

36,12 

48,56 

57,25 

Retting tax 

10,82 

1 1 -33 

".79 

13,07 

*3.45 

41,09 

73,25 

1,01,39 

Electricity duty 

18.83 

19.67 

21,10 

*9>"4 

! 5*47 

29,29 

40,22 

54,4i 

Sales tax 




15.-62 

68,94 

1,03,50 

2,13,3 1 

3.io,.35 

Motor spirit sales tax 




2,49 

11,91 

2,50,90 

86,92 

1,63,68 

Raw jute tax 




1 

32,06 

44 > 7 1 

35,94 

44*21 

Agricultural income-tax 







9 

90,71 

Total Revenue receipts 

12,76.61 

14,31,66 

"3.54.50 

'‘1.94.28 

16,46,42 

23,71*72 

39,39*13 

45,55*4i 








(«J 

( b ) 


(u) Includes subvention or rup<*«-< 7 crores from the Centre, 
(b) Includes subvention of rupees 8 notes from the Centre. 
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Appendix II 

Statement showing grants-in-aid sanctioned to local bodies ( Corporation , Municipalities, Dish id Boards and Union Boards during 1949-50 to 1953-54 







Actuals, 1949-50 


Actuals, 1950-51 


Major heads 


Calcutta Municipa- 

Corporation lities 

District 

Boards 

Union 

Boards 

Calcutta Municipa- District 

Corporation lities Boards 

Union 

Boards 




Rs. 

Rs. 

Rs. 

Rs. 

Rs, Rs. Rs. 

Rs. 

12—Charges on account of Motor 

Vehicles Acts 

. 4,50,000 




4,50,000 


39 “Public Health 




36,407 

2,36,106 

6,38,344 


45,944 4*64,323 6,62,839 


50—Civil Works . 

• 

• 

* 

7,200 

2,02,000 

50,000 

« 

13,60,000 

(«) 

7,200 2.02,000 1,49,300 

(«) 

14,26,000 

(«) 

3 7—Miscellaneous—Misce) la neous 

* 

* * 

. 76,62,603 

26,66,450 

(*> 



77*38,590 28,93,517 

w 




Total 

81,56,210 

31,04,556 

6,88,344 

13,60,000 

82,41,734 35,59,840 8*12439 

1446,000 


Actuals, 

i95i*52 



Revised Estimate, 

1952-53 

Budget Estimate, 1953-54 












Calcutta 

Corporation 

Munici¬ 

palities 

District 

Boards 

Union 

Boards 

Calcutta Municipa- 
Corporatiorl lities 

District 

Boards 

Union Calcutta Municipa- District 

Boards Corporation lities Boards 

Union 

Boards 


Rs. 

Rs. 

Rs. 

Rs, 

Rs. 

Rs. 

Rs. 

Rs. Rs. Rs. Rs, 

Rs. 

ig—Charges on account of Mo¬ 
tor Vehicles Acts. 

4,50,000 




4,50,000 



4,50,000 


39—Public Health 

10,41,179 

9,97,204 

6,48,757 


9,41,000 

7,33,000 

7,24,000 

8,64,000 7,35,ooo 7,30,000 

... 

30—Civil Works 

7,300 

2,02,000 

1,50,000 

(*) 

3,00,000 7,200 

(<?) 

2,04,000 

1,50,000 

9,91,000 7,200 2,02,000 1,50,000 

5,00,000 

57—Miscellaneous—Miscellaneous 

77,35,832 38,05,760 

(A) 



77»37,ooo 

20,00,000 

w 


77,37,°oo 28,00,000 

w 

... 

Total i 

92,34,211 

40,04,964 

7,98,757 

3,00,000 gr, 33,200 

37»37»° 00 

8,74,000 

g,9 i.ooo 90,58,200 37,37,000 8,80,000 

5,00,000 


(d) Based on Revised 1951-52. 

(6) Includes grants to District Boards on account of dearness concession to employee i for which separate figures not are available. 


(3) The amount of tax so assessed shall be communi¬ 
cated to the Union Board or Panchayat concerned, and 
the Union Board or Panchayat shall collect the tax as 
if it were the union rate or the chaukidari rate. 


Appendix III 

Section 34 of the Bengal (Rural) Primary Education Act t 

1930 


34. (1) The District Magistrate or one of his subordi¬ 
nate officers shall from time to time examine the assess* 
ment list prepared under section 16 of the Village 
Chaukidari Act, 1870, and shall consider the assessment 
made under section 38 of the Bengal Village Self-Govern¬ 
ment Act, 1919, and after such inquiry as he considers 
necessary, shall prepare a list of all persons assessed to 
pay the chaukidari rate or the union rate, as the case 
may be, who, in his opinion, have been so assessed 
wholly or in part in respect of their trade, business or 
profession. 

(2) The District Magistrate shall assess a tax on each 
of such persons not exceeding rupees fifty per annum. 


(4) Any arrears of the said tax may be recovered by 
any process enforceable for the recovery of an arrear of 
union rate or chaukidari rate. 


(5) The Union Board or Panchayat shall remit the 
amount of tax realised under this section to the District 
Magistrate after deducting ten per cent, thereof to defray 
the cost of collection. 


(6) The proceeds of the said tax in each district shall 
be paid by the District Magistrate into the District 
Primary Education Fund of such district. 



MEMORANDUM II 


Section I —General Note on Local Taxation 


Income and Expenditure 

1. In West Bengal, there are at present the following 
statutory local bodies constituted under the Acts noted 
against each category : — 

(i) One Municipal Corporation, viz the Corpora¬ 
tion of Calcutta set up under the Calcutta 
Municipal Act, 1951 (West Bengal Act XXXIII 
of 1951) ; 

(ii) Eighty-one Municipalities—80 constituted under 
the Bengal Municipal Act, 1932 (Bengal Act XV 
of 1932) and one constituted under the Cooch 
Behar Municipal Act, 1944 ; 

(in) Thirteen District Boards set up under the Bengal 
Local Self-Government Act, 1885 (Bengal Act 
III of 1885) ; 

(it?) Five Town Committees—all in the Cooch Behar 
district set up under the Cooch Behar Town 
Committee Act, 1903 ; and 

(u) 1,784 Union Boards constituted under Bengal 
Village Self-Government Act, 1919, (Bengal Act 
V of 1919). 


fact that complete statistics are available for two years 
only and that too for the years 1947-48 and 1948-49. 

Even during these two years, the total income and the 
total expenditure of the municipalities showed definite 
upward trends, the income either falling short of or just 
keeping pace with the expenditure. The year 1947-48 was 
a deficit one for the municipalities as a whole, but in 
the next year the gap between income and expenditure 
was bridged leaving a small surplus of about Rs. 50,000, 
There is reason to believe that the same upward trends 
are being maintained, but the problem with the munici¬ 
palities is that their expenditure tends to increase faster 
than their income. 

The items of revenue that produced larger income were 
the General Property tax (Rs. 10-38 lakhs), the “Service 
taxes'' (Rs. 4*6 lakhs), the Profession tax (Rs. 1*54 lakhs) 
and “Other taxes'' (Rs. 1-4 lakhs). Government grants 
“for other purposes”, which mainly represent the sub¬ 
vention paid towards the cost of dearness allowance of 
the municipal employees brought an additional Rs. 8*5 
lakhs, while the receipts under “Miscellaneous” rose by 
about Rs. 4*8 lakhs. 


Consolidated figures of income and expenditure for the 
pre-war and pre-partition periods are not readily avail¬ 
able in respect of the local bodies in the areas now form¬ 
ing West Bengal, except the Calcutta Corporation, and 
they do not appear to have any special relevance to the 
present financial position of these bodies. Statistics relat¬ 
ing to the five Town Committees in the district of Cooch 
Behar, which was merged in West Bengal in 1951, are 
not also readily available. 

Figures of annual income and expenditure in the pres¬ 
cribed form of the remaining four classes of local bodies 
of this State, as far as readily available for the post¬ 
partition period, are given in Appendices A, B, C and 
D. No statutory village panchayats having been estab¬ 
lished as yet in West Bengal, figures in respect of union 
boards, which are now the smallest units of local bodies 
in the rural areas, have been given in Appendix D. 

The value of these statistics is somewhat lost owing 
to the fact that they are not even reasonably up-to-date. 
Unfortunately the Calcutta Corporation has not yet 
supplied its figures of income and expenditure subse¬ 
quent to the year 1950-51 and it has not been possible to 
obtain complete statistics in respect of the other local 
bodies for the years following 1948-49. 

Trends in the budgetary position 

2. In the case of the Calcutta Corporation alone, it 
is possible to make a survey of the trends in the budge¬ 
tary position, etc., over a period of four years from 
1947-48 to 1950-51. In the case of the other local bodies, 
the survey has to be limited to a period of two years 
only, viz., 1947-48 and 1948-49, 

(i) Calcutta Corporation .—The income of the Corpora¬ 
tion from all sources rose from Rs. 3*69 crores in 1947-48 
to Rs. 4*26 crores in 1948-49. This upward trend was 
maintained and the total income reached the figure of 
Rs. 4*94 crores in 1950-51. The total expenditure also 
steadily increased from Rs. 3*93 crores in 1947-48 to 
Rs. 4*79 crores in 1950-51. In the year 1947-48, the 
corporation had a revenue deficit to the extent of Rs. 24*5 
lakhs ; in the next year, the deficit was reduced to Rs. 3 
lakhs and it was completely wiped off in the next two 
years which ended with revenue surpluses of Rs. 10-6 
lakhs and Rs. 15 lakhs, respectively. The noticeable 
changes in the pattern of income during the period were 
increases of Rs. 74*49 lakhs from the General Property 
tax (tax on houses and lands), Rs. 6-87 lakhs from the 
Profession tax, Rs, 22*91 lakhs from Government grants, 
and Rs. 17*26 lakhs from fees and fines, etc. The impor¬ 
tant changes in the pattern of expenditure were increased 
outlays of Rs. 8*43 lakhs on “Administration”, of Rs. 35-69 
lakhs on “Services charges”, of Rs. 4*68 lakhs on “Medi¬ 
cal and Public Health”, of Rs. 7*51 lakhs on “Roads and 
Buildings” and of Rs. 29 lakhs on “Miscellaneous”, 

The obvious explanation for the marked improvement 
in the finances of the Corporation since the year 1948-49 
is that it was under supersession and administered by 
officials appointed by Government from the beginning of 
that year till the end of April 1952. The noticeable 
increase in the income from the General Property and 
profession taxes from 1948-49 can only be explained by 
better assessment and collection of those taxes under 
the official regime. The State also came to the assistance 
of the Corporation with larger grants mainly towards the 
cost of dearness concessions to its employees, 80 per cent, 
of such cost being borne by Government, 

The Corporation has not undertaken any planned 
“Development” programme as yet. 

(ii) Municipalities .—As already observed, the value of 
this survey, so far as the municipalities, district boards 
and union boards are concerned, is diminished by the 


Note.—E nclosure* referred to in the replies are not published in this volume. 


On the expenditure side the increase was, as usual, 
most marked (vii. Rs. 12 lakhs) under “Service” charges, 
while the other items showed comparatively small 
increases. 

Although the generally low tax-paying capacity of the 
people residing in the mufassil towns stands in the way 
of any great expansion of the tax-revenue of the munici¬ 
palities, there is no doubt that their present income from 
the rates and taxes is capable of much improvement if 
there be proper assessment and collection. At present 
about 55 per cent, of the municipalities are unable to 
collect even 60 per cent, of their total demand of rates 
and taxes. 

None of the municipalities have undertaken any 
Development programme for want of necessary 

(iii) District boards. Both the total income and the 
total expenditure of the district boards remained almost 
static. The income from rates and taxes (which, in fact 
comprise only two items, viz., cesses and tolls) rose by 
Rs. 7*51 lakhs, of which Rs, 6*20 lakhs came from the 
cesses and Rs. T31 lakhs from tolls. Government grants 
showed a decrease of Rs. 6-67 lakhs but “Miscellaneous” 
receipts rose by Rs. 1-29 lakhs. 

There were no noticeable changes in expenditure 
except under “Medical and Public Health”. “Roads and 
Buildings "and Miscellaneous”, the first two items show¬ 
ing increase of about Rs. 3 lakhs each and the last one 
a decrease of Rs. 5 lakhs. 

T j le district boards of this State are now at the cross- 
roads, their future status and functions in the scheme 
of local Government being in a somewhat indeterminate 
hnira S ° me the lm P° rtan t functions of the district 
Sofm?’ e 'S’’ those ln r ^ard to medical relief and public 
health and provision and maintenance of roads are being 
®^ uaily I ai 5 en over by the State, while some of their 
powers and duties may have to be transferred to the pro¬ 
posed village panchayats when they are established, 

thl l TM!^ i0 i n b ° ard f -~ rhe income and expenditure of 
the Union boards also remained practically static during 
the years 1947-48 and 1948-49, the average income per 
board being Rs. 2,796 and Rs. 3,018 and the ave?^e ex¬ 
penditure Rs. 2,731 and Rs. 2,938, respectively. 

A ^ sa id °f local bodies that their expenditure is more 
or less predetermined and that, instead of cutting the* 
coat according to their cloth, they have to obtain their 
cloth according to the size of the* coat. This is parti- 
true of the uni on boards which are required by 
ascertain their probable expenditure during the 

iht ^u raise the necess ary funds to meet 
that expenditure This explains the somewhat close 
correspondence between the amounts of income and ex¬ 
penditure of these bodies. ana ex 

The only sources of income of the union boards are 
tax-revenue derived from tolls and union rates Govern¬ 
ment grants, fees and fines and miscellaneous receipts 
There were no marked changes in the pattern of income 
during the two years in question. income 

the expenditure side, nearly 65 per cent, of the 

± 1 , GX - Pei ? d i tur ^ was spent on administration alone 
which includes the rural police besides the normal 
establishment of the union boards, and comparativelv 
small amounts were spent on other objects This is 
usual pattern of expenditure of these bodies which have 
1 Iff the ent \ r .? + i C0S J ; of maintenance of the rural police 
and have very little funds left for expenditure on works 

"Lf^ C u Utlli f‘ The union boards are proposed To be 
replaced by village panchayats as soon as the necessarv 
legislation, which is now under consideration, is enacted! 
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Revenue from specific taxes levied and collected by the State 

Government. 

3. Except the Calcutta Corporation, which receives a The relative significance of (i) tax-revenue, (ii) grants- 

fixed statutory grant of Ks. 4£ lakhs per annum from the in-aid and (iii) other non-tax revenue, for each of the 

proceeds of the State tax on motor vehicles, the local different categories of local bodies, will be evident from 

bodies of this State are not given any share of revenue - the following statement : — 

(Rupees in thounds) 

Total income 
from all 

sources (ex- Tax revenue Granls-in-aid Other non- 
Category oflocal body and the year to which the figures relate eluding with per- with per- tax revenue 

opening centage on cent age on with per- 

balance and column (2) column (2). centage on 
receipts un- column (2) 

der “Extra¬ 
ordinary and 
_ _Debt”) 

1 2 3 4 5 

(a) Calcutta Corporation (1950-51) ..... .... 4>93A r > 3,27,00 78,81 88,03 

66 per cent. 16 per cent. 18 per cent. 

(b) Municipalities (1948-49) . . . . . • - . 1,52,11 1,03,31 27,34 21,46 

68 per cent. 18 per cent. 14 per cent. 

(c) District Boards (1948-49) .......... 86,43 37*94 38,88 9,60 

45 per cent. 44 per cent. 11 per cent. 

(d) Union Boards (1948-49) . 51,31 37.9 1 49 12,90 

74 per cent. 1 per cent. 25 per cent. 

It is obvious that by far the greater burden falls on (vi) Receipts under “Miscellaneous” . . . 1,24 


the local tax-payers and that the relief afforded by 
grants.in-aid (which are mainly temporary grants to- 
wards the cost of dearness allowance of the local bodies' 
employees) and other non-tax revenue is small except 
in the case of the district boards. 

The more important individual components of “other 
non-tax revenue” shown in column (5) of the above table 
and the income derived from each are noted below : — 

(a) Calcutta Corporation (1950-51)— 

(Rupees in thousands) 


(i) From Hackney Carts ..... 1,09 

(it) Rent of lands, houses, etc, .... 7,19 

(Hi) Sale proceeds of landsj etc. . 4,25 

(iv) Conservancy receipts (other than tax) . . 74 

(0) Sale of water. 9,99 

(ai) Fees and revenue from markets and slaughter- 27,10 

houses. 

(i/it) Fees and revenue from Tramways, Telephone, 78 

etc, 

(viii) House-drainage fees . , • 68 

(ix) Scaffolding and other miscellaneous fees . . 8,47 

(x) Fines under Municipal and other Acts . . 2,59 

(xi) Interest on investments . . ♦ . 3,22 

(xii) Other Miscellaneous receipts . . . 21,70 

Total . 87,80 

(5) Municipalities (1948-49)— 

(Rupees in thousands’ 

(i) Realisations under Special Acts, in respect of £0 

pounds, hackney carriages, etc, _ 

(ii) Rents of lands, houses, etc. . . , 3,69 

(in) Sale-proceeds of lands . . . . 49 

(tV) Conservancy receipts (other than taxes) , 37 

(/;) Fees, etc., from educational institutions . 44 

(flt) Fees and revenue from markets and slaughter- 2,05 

houses. 

(on) Other fees (from burning-ghats, etc.) . 5,76 

(viii) Fines under Municipal and other Acts . 55 

(ix) Interest on investments ... 9 

(x) Contributions from local funds and private 3,78 

sources, 

(xi) Miscellaneous receipts . . . , 3,28 

Total . 21,30 


(c) District Boards (1948-49) — 

(Rupees in thousand) 


(f 1 Land Revenue ..... 29 

(it) Interest ....... 46 

(iii) Receipts under Cattle-Trespass Act . , 30 

(»V) Receipts under “Education” ... 35 

(a) Receipts under “Medical” . . , 2,32 


(ah) Receipts from Railways 


32 

(viii) Rents oflands and buildings 


57 

(ix) Sale-proceeds of lands, etc. , 


4 1 

(x) Staging bunglow fees 


30 

(xi) Sale-proceeds of trees, etc. . 


39 

(xii) Miscellaneous receipts 


1,86 

(xiii) Other contributions 

* 

46 


Total 

9*27 

(d) Onion Boards (1948-49) — 

(Rupees in thound) 

(i) Pounds receipts 

. 

1.51 

(it) Rents of Choukidari Chakran lands 

. 

3,63 

(iii) Contributions from District Boards 

. 

1.94 

(izj) Contributions from other sources 


i, 3 ° 

, (a) Miscellaneous receipts 


4,41 

Total 

ii ,79 


Markets and Slaughter-houses, sale of water, scaffold¬ 
ing and other fees and rent of lands and houses are quite 
important individual items of non-tax revenue of the 
Calcutta Corporation and the municipalities. So also are 
receipts under “Medical” in the case of the district 
boards and pound-receipts, rents of Chaukidari Chakran 
lands and contributions from district boards and other 
sources in the case of the union boards. 

With, the sole exception of the Darjeeling Municipality 
which runs a hydro-electric undertaking, no other local 
body of this State derives any income from any com¬ 
mercial, transport or other undertaking run by it The 
hydro-electric undertaking of the Darjeeling Municipality 
-is, however, running at a loss for the last three years 
-as will appear from the statement given below ;— : 


1948*49 i949"50 1 950-5 1 1 95 *-52 1952-53 

Rs. Rs. Rs. Rs. Rs. 

Gross receipts . 4,59,474 4>5°* 6 26 3,30,276 4,47,441 5,25,036 

Deduct — 

(i) Working 

expenses., *2,08,8542,31,831 5,05,2026,54,912 374,217 
(ii) Interest 

charges .. 18,986 18,078 17,037 18,787 19,631 

(in) Depreciation 

charges .. . • 77,457 7**746 67,554 

(t>t) Sundries . . 35,082 60,006 —23,403 58,896 67,692 

Net receipts ..1,96,552 1,40,711 —2,46,018—3,56,200—4,058 

Loss Loss Loss 


Taxes and trends in tax revenue 

4. The details of income from tax-revenue, given in 
Appendices “A”, “B”, “C” and “D”, show the principal 
taxes levied by each class of local bodies and the trends 
of revenue derived from each such tax. 
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The general property tax levied by the Calcutta Corpo¬ 
ration is known as the consolidated rate. Up to the end 
of April 1952, this rate could be levied up to a maximum 
of 23 per cent* on the annual rateable valuation of lands 
and buildings but was actually levied at 21 '5 per cent, 
from the 1st May, 1952, however, a graduated consoli¬ 
dated rate has been introduced under the Calcutta 
Municipal Act, 1951 (section 165), with the following 
maximum rates :— 

(i) 15 per cent, on annual valuation not exceeding 

Rs* 1,000. 

(ii) 18 per cent, on annual valuation exceeding 
Rs. 1,000 but not exceeding Hs. 3,000. 

(iii) 22 per cent, on annual valuation exceeding 
Rs, 3,000 but not exceeding Rs. 12,000. 

( iv ) 23 per cent, on annual valuation exceeding 
Rs. 12,000. 

Provision has also been made for the levy of the consoli¬ 
dated rate on premises valued at more than Rs. 3,000 up 
to a maximum of 33 per cent, with the approval of the 
State Government. 

The net effect of this graduated rate cannot be ascer¬ 
tained in the absence of figures of collection of the rate 
after its introduction. 

The General Property Tax levied by the municipalities 
is known as the holding rate. It is leviable up to 10 
per cent, of the annual rateable value of a holding but 
is generally levied at a slightly lower rate. The so-called 
‘‘Service” taxes are also not usually levied at the maxi¬ 
mum rates prescribed by law which are 10 per cent, for 
the conservancy rate, 7J per cent, for the water rate and 
3 per cent, for the lighting rate. 

In view of the generally low taxable capacity of the 
people, especially those residing in the mufassil towns 
and the heavy burden of other taxes, there is not much 
prospect of imposing any new form of local taxation or 
of incerasing the present rates thereof. But the present 
yield from such taxation as is levied now may be appre¬ 
ciably increased if the assessment and collection of the 
taxes can be sufficiently improved. 

No comments are necessary so far as the district boards 
and the union boards are concerned as their power of 
taxation is extremely limited. There is a proposal to 
double the present rates of the cesses levied for the 
district boards and, if it materialises, a substantial 
increase of revenue from this source may be expected. 
As for union boards, their power of taxation is limited 
to Rs. 84 per annum per assessee. A proposal was made 
to enhance this limit but the matter was not pursued 
in view of the proposed replacement of union boards by 
village panchayats which are likely to have different 
taxing powers. 

Efforts to increase tax-revenue 

5. With the exception of the tax on advertisements 
which the Calcutta Corporation has been empowered to 
levy under the Calcutta Municipal Act, 1951, the local 
bodies have not been authorised to impose any other 
new taxes during the last two decades. There has also 
been no noticeable efforts to increase the tax-revenue 
by raising the rates of the old taxes except that the 


maximum conservancy-rate leviable by the municipali¬ 
ties was raised in 1951 from 7 per cent, to 10 per cent, 
of the annual value of a holding and that the Calcutta 
Corporation has been empowered to raise the conso¬ 
lidated rate on premises valued at more than Rs. 3,000 
up to 33 per cent, with the approval of the State 
Government. 

The prospects of imposition of any new local taxes 
or enhancement of the rates of existing ones are not 
bright and the local bodies should, for the present, 
concentrate on the maximum possible utilisation of their 
present tax resources and look to sources other than 
taxation for further financial support if required. The 
general economic distress and low tax-paying capacity of 
the people no doubt offer serious impediments ; but the 
local bodies, if they are to function and render service 
to the people, must shed their present unwillingness to 
assess their taxes properly and to collect as much of 
them as may be reasonably possible. 

Tax administration 

6, Detailed information as to the set-up and cost of tax 
administration of the different local bodies is not readily 
available. The Calcutta Corporation and the Howrah 
Municipality maintain regular establishments for the 
assessment and collection of the municipal rates and 
taxes. The other municipalities appoint temporary asses¬ 
sors from a panel maintained by Government, for the 
purpose of general revision of assessment and the collec¬ 
tion is done by paid staff under the supervision of the 
Chairman and the Vice-Chairman. The district boards 
and the union boards do not maintain any separate 
establishment for this purpose. The former have practi¬ 
cally no independent powers of assessment and collection 
and the latter do their own assessment and collect the 
rates through whatever staff they possess. 

In Calcutta, objections to the assessment are heard and 
determined by the Commissioner or a Deputy Commis¬ 
sioner or an officer specially appointed by the Corpora¬ 
tion with the approval of the State Government and 
there is provision for an appeal to the Small Cause Court 
and a second appeal to the High Court. In the other 
municipalities, this is done by a Committee of the 
Municipal Commissioners and there is no provision for 
any appeal from its decision. In the case of the union 
boards, applications for review of the assessment are 
heard and disposed of by the boards themselves but the 
District Magistrate has power to revise the assessment if 
he thinks fit. 

Evasion 

7. From its very nature, local taxation, which is gene¬ 
rally imposed on properties or on the exercise of trades 
and professions, does not offer much scope for evasion 
if the local bodies themselves are sufficiently vigilant and 
are prepared to take necessary coercive measures 
provided by law for realisation of the taxes. 
The relevant Acts provide that the taxes shall be a first 
charge on the properties on which they are assessed sub¬ 
ject to prior payment of land-revenue due to Govern¬ 
ment. The problem with the local bodies is not so much 
tax evasion or tax avoidance as their own unwillingness 
or inability to take prompt coercieve measures for 
recovery of the taxes as soon as they fall into arrears 


Appendix A 

Income and Expenditure of the Corporation of Calcutta 



1947.48 

1948-49 

1 949 - 5 ° 

> 95 °- 5 * 


A —General Information, 





(i) Number , , 

. 1 

1 

I 

I 

(2) Population .... * * 

21,09,891 

21,08,891 

21,08,891 

21,08,891 


Rs. 

Rs. 

Rs. 

Rs, 

(3) Total income from all sources ........ 

. 3.69,05,841 

4,26,13,842 

5,48,64,101 

4.93.84,775 

{4) Total income from rates and taxes ....... 

* 2 > 45 > 4 °j 824 

2,78,85,022 

2; 9 ^ 70 , 0 19 

3,27,00,540 

(5) Per capita incidence of total income ...... 

. 17 8 0 

20 3 3 

21 II II 

23 6 8 

(6) Per capita incidence of income from taxes ..... 

* 11 10 2 

13 10 4 

14 2 7 

15 8 1 

B —Details of Income . 





I. Tax Revenue— 





(i) General Property Tax (tax on houses and lands) 

, 2,19,50,634 

2,56,26,181 

2,66,78,201 

2 > 93 . 99 > 59 ° 

(ii) “Service” Taxes (water, lighting, drainage, conservancy, etc.) . 

. 72,619* 

58,822* 

78,116* 

69.854* 


(iii) Local Fund Cesses 


* Scavenging Tax. 

89—1 T. E, Gom.(N,D.)/55 
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1 947-48 1948-49 I 949-5° I 95°-5> 

(») Octroi and Terminal Taxes (to be shown separately) .... 

{*) Tolls. .. .. .. 28,825 

(ft) Taxes on goods and passengers carried by road or inland waterways 

(vii) Taxes on vehicles, animals and boats. 5,39,948 5,41,826 5,39,843 5,38,255 

(wi) Profession tax.19,77,623 25,58,192 25,73,859 26,64,015 

(tx) Theatre tax ........... 

(x) Pilgrim tax .......... 

(xi) Town Improvement and “betterment** taxes . .. 

(xii) Other taxes, cesses and rates (to be specified separately) . 


Total 

2,45,4°,824 

2,87,85,021 

2,98,70,019 

3,27,00,539 

II—Non*tax Revenue— 

Rs. 

Rs. 

Rs. 

Rs. 

(a) Grants from Government—- 





(t) For roads and buildings . 

• • 

.. 

.. 

., 

(ti) For education 

•» 

.. 

.. 

23,600 

(til) For medical and public health purposes ...... 

u,8oo 

23,600 


42,647 

(iff) For other purposes ......... 

55 . 77 , 2*5 

76,76,280 

77,09,815 

78,14,468 


55 , 89 ,°i 6 

76,99,880 

77,09,815 

78,80,715 

(A) Fees, fine*, etc* .......... 

22 , 47,572 

32,60,148 

35 * 3 I ,°97 

39,73,389 

(c) Miscellaneous f ........ 

45 , 28,422 

28,58,786 

47,53,163 

48,30,098 


67 , 75,994 

61,18,934 

82,84,260 

88,03,487 

< 7 — Details of Expenditure . 





fi) Administration , 

35,06,020 

38,74,761 

38,51,481 

43,49,923 

(ii) “Service” (water -supply, drainage, conservancy, lighting etc.) charges 

1 , 37 * 59,995 

1,46,14,083 

1,51,71,731 

1,73,28,179 

(iii) Medical and Public Health ......... 

21,85,179 

27,18,372 

25,05,710 

26,53,041 

(iff) Roads and buildings . . ....... 

20,38,060 

19,87,555 

24,64,847 

27,89,910 

(ff) Miscellaneous .... 

1,78,66,481 

1,97,46,758 

2,08,07,174 

2,07,70,893 


3,93,55,735 

4,29,41,529 

4,48,00,943 

4,78,91,946 


Appendix B 

Income and Expenditure of the Municipalities 


1947-48 1948-49 


A—General Information 

(1) Number., 

(2) Population.. 22,27,975 


iVS. 

(3) Total income from all sources.. * . . f 1,26,28,222 

(4) Total income from rates and taxes . 85>°5»905 

(5) Per capita incidence of total income . . . . . . . . * . . 5108 

(6) Per capita incidence of income from taxes . , , , f , , 3^31 

B — Details of Income 

I Tax-Revenue— 


( i ) General Property Tax (tax on houses and lands) . 

(«) “Service” Taxes (water, lighting, drainage conservancy, scavenging, etc.) * 
(Hi) Local Fund Cesses . 

(i») Octroi and Terminal Taxes (to be shown separately;. 

(r) Tolls. 

(vi) Taxes on goods and passengers carried by road or inland waterways 

(vii) Taxes on vehicles, animals and boats ....... 

(uni) Profession Tax. 

(ix) Theatre Tax. 

(r) Pilgrim Tax. 

(xt) Town Improvement and “betterment” taxes. 

(xii) Other taxes, cesses and rates (to be specified separately) .... 


47» II *77 I 

29,99*236 


2,10,779 

L53'489 

4 * 03,536 


26,994 


75 

22,57,265 

Rs. 

1,52,10,627 
1,03,30,698 
6 11 10 

4 9 3 


57 * 49,765 

34 * 59*015 


2,18,827 

L77*503 

5*57*75i 


1*67,837 


85*05,905 1*03,30,698 
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1947-48 

*948-49 

II, Non-Tax Revenue— 

(a) Grants from Government— 

(t) For roads and buildings , 

(iti) For Medical and Public Health purposes ....... 

(ip) For other purposes . . , * . « . . * 

1,10,897 

i j 5°> 2 44 

> 7 . 26,957 

>.o 7 . 4>9 

49.243 

25 . 77 .ii 5 


. 19,88,098 

27 » 33>777 

(b) Fees, fines, etc. ....... - .... 

(<;) Miscellaneous ............. 

7.76,252 

13.44.919 

3.16,79° 

18,29,262 


21,21,171 

21,46,052 

C — Details of Expenditure, 

(i) Administration 

(ii) “Service” (water-supply, drainage, conservancy, lighting, etc.) charges 

(iii) Medical and Public Health 

(tt>) Roads and buildings. * » 

(0) Miacellaneous . ... 

14,98,980 

69,81,319 

9,58,967 

18,33.580 

21,57,087 

16,92,124 

81,89,571 

10.97,436 

18,70,637 

23,10,234 


* i . 34 * 29*933 

1,51,60,002 

Appendix C 

Income and expenditure of the District Boards . 

\ ——- 

1947-48 1948-49 

A— General Irformation . 

(1) Number* . * ♦ * 

(2) Population . . . . . . - ! *‘ H ^ , * 

« 1 l 

1.72.25,525 

13 13 

1,70,76,038 


(3) Total income from all sources . 

(4) Total income from rates and taxes 

(5) Per capita incidence of total income , * 

(6) Per capita incidence of income from taxes , 

B—Details oj Income 


I, Tax Revenue— 

(i) General Property Tax (Tax on houses and lands) 

(ii) “Service” Taxes (water , lighting, drainage, conservancy, etc.) . 
(m) Local Fund Cesses 

(iv) Octroi and Terminal Taxes (to be shown separately) 

(v) Tolls. 

(vi) Taxes on goods and passengers carried by road or inland waterways 

(vii) Taxes on vehicles, animals and boats ..... 

(viii) Profession Tax , ....... 

(tx) Theatre Tax. 

(*) Pilgrim Tax. 

(*•*) Town Improvement and ‘’betterment” taxes .... 
(xii) Other taxes, cesses and rates (to be specified separately) 


Rs. Ra. 

* 84,20,415 86,42,752 

• 31,42,605 38,94,114 

.Rs. 079 081 

,Rs. oai 034 


29,21,821 35,42,001 


2,20,784, 3,52,114 


31,42,605 38,94,1x4 
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1947-48 134^-49 


II, Non-Tax Revenue— 

(a) Grants from Government— 


(i) For roads and buildings ♦ 10,00,485 10,24,136 

(») For education ..95,382 13,03,597 

(iii) For Medical and Public Health purposes ........... 5,81,337 8,03,608 

(iv) For other purposes.27,78,763 6,57,042 

44>55>967 37,88,383 


(b) Fees, fines, etc.19,939 30,092 

(c) Miscellaneous *.8,01,904 9,30,163 

Total * . . 8,21,843 DM255 


C—Details of Expenditure 

(i) Administration , ......... 

(#) “Service” (Water supply, drainage conservancy lighting, etc*) charges 

(iii) Medical and Public Health ........ 

(iv) Roads and Buildings .......... 

( v ) Miscellaneous .......... 

Total 


Appendix D 

Income and expenditure of the Union Boards . 


A—General Information 

(1) Number . . . * * . * * * V' 'd 7 d 

(2) Population 

(3) Total income from all sources ......... 

(4) Total income from rates and taxes ........ 

(5) Per capita incidence of total income ........ 

(6) Per capita incidence of income from taxes .. 

B—Details of Income 

I. Tax-Revenue— 

(*) General Property Tax (Tax on houses and lands) ..... 

(ii) “Service” Taxes (water, lighting, drainage, conservancy, scavenging, etc.) 
(tu) Local Fund Cesses ......... 

(iv) Octroi and Terminal Taxes (to be shown separately) 

(y) Tolls . . . • • . * * • • * * 

(vi) Taxes on gods and passengers carried by road or inland waterways 

(vii) Taxes on vehicles, animals and boats . . . . . 

(viii) Profession Tax . * . . * * • 

(ix) Theatre Tax , . .. 

(x) Pilgrim Tax. 

(*i) Town Improvement and “betterment” taxes ..... 

(*#) Other taxes, cesses and rates (to be specified separately) 

Union rate .......... 


4^9*485 4*5**038 

1,80 188 1,94,682 

23*84,333 26,94,934 

28,46,869 31,56,592 
28,97,170 23,93*642 

87,28,045 88,90,888 


____ ___i _ _ 

1947-48 1948-49 


1,686 1,701 

• '.37,20,337 1,41,46,663 

Rs. Rs. 

• 47 , 14,987 5 >, 3 °, 7 o 8 

• 35,66,240 37,91,151 

.Rs. 060 068 

.Rs. 042 043 


2*014 3*998 


35,64,226 37,87,153 


Total 


• 35,66,240 37,91,151 






























7^5 


I947-4 8 1 94^-49 


II. Non-Tax Revenue— 

(a) Grants from Government— 


(t) For roads and buildings 


(it) For education ' * * * * 

(in) For Medical and Public Health purposes.. 

(ip) For other purposes , 63,309 49 > 43 l 



Total 

63 5 3 0 9 

49 > 43 i 

(£) Fees, fines, etc, . . . • * ■ * • • ■ 


1,70,461 

1.99.536 

(<?) Miscellaneous 


- 10,08,977 

10,90,472 


Total 

■ ii.79.43 8 

12,90,008 

C—Details of Expenditure 




( i ) Administration 

(ii) “Service” (water-supply, drainage, conservancy, lighting, etc.) charges 

(Hi) Medical and Public Health ......... 

(iv) Roads and buildings 
(r) Miscellaneous 


. 30,24,968 

- 2 , 73,895 

* 3 > u ? 7°3 
4,60,173 

• 5 > 34 > 52 i 

31,84,008 

3,59,944 

3,05,903 

5,17,905 

6,29,975 


Total 

• 46,05,250 

49,97,735 


II— Replies to Question on Local Taxation 


Question No. 185. 

Do you consider that the system of local taxation in 
India is generally satisfactory and that the need for 
improvement is confined to matters of relative detail ? 

If not, what in your view are its major defects ? To 
what extent are they related — 

(a) to the framework — constitutional , legal, etc.— 
within which the system operates , or 

(b) to the actual operation of the system ? 

If possible, please illustrate your reply by reference to 
the position as you know it in one or more States . What 
remedies would you suggest ? 

The three different paragraphs contain three different 
questions and call for separate answers, 

(A) If by the expression “generally satisfactory” is 
meant adequacy of local taxation to meet the needs of 
local authorities, the answer is in the negative. But 
whether improvements should be substantial or confined 
to matters of detail is a question not so much of ade¬ 
quacy as of constitutional competence. 

(B) The major defects are that they are far too inade¬ 
quate even under static conditions and too inelastic to 
provide for expanding services. 

The tax revenues of the local bodies of this State now 
comprise the following main items levied by or on behalf 
of the different types of local bodies noted against 
each : — 

(1) Taxes on properties — 

(a) Tax on lands and buildings (Calcutta Corpora¬ 
tion and the municipalities) ; 

(b) Cess on lands (district boards) ; 

(c) Tax on unearned increments in connection with 
betterment schemes (Calcutta Improvement 
Trust); 

(d) Surcharge on stamp duty on transfers of pro¬ 
perty (Calcutta Improvement Trust). 

(2) Tax on trade— 

Tax on advertisements (Calcutta Corporation). 

(3) Taxes on persons — 

(a) Tax on circumstances and property (Union 
Boards) ; 


(b) Tax on professions, trades and callings (Calcutta 
Corporation and the municipalities) ; 

(c) Tax on pilgrims—Ganga Sagar Mela tax (24- 
Parganas district board) ; 

(d) Terminal tax on railway and inland steamer 
passengers (Calcutta Improvement Trust). 

(4) Fees and Licenses — 

(a) Fees for specific services, e.g. t scavening tax 
and tolls on roads, bridges and ferries (Calcutta 
Corporation, district boards and municipalities) ; 

(b) Fees which are partly in the nature of luxury 
taxes and partly for purposes of regulation, e>g„ 
license fees on theatres, fairs, etc., vehicles, dogs 
and other animals (Calcutta Corporation and the 
municipalities) ; and 

(c) Fees levied primarily for purposes of regulation, 
e.g,, license fees for dangerous and offensive 
trades, pound charges, etc. (Calcutta Corpora¬ 
tion, municipalities and union boards). 

The defects stem largely from the constitutional frame¬ 
work within which the system operates, and only to a 
smaller extent from the legal framework. By constitu¬ 
tional framework reference is made to the federal struc¬ 
ture which more or less rigidly earmarks the sources of 
revenue between the Centre and the State and makes 
local bodies the creature of the States, and by legal 
framework reference is made to the manner in which the 
devolution of the taxing power of the State has been 
effected in favour of local bodies as well as the limita¬ 
tions which may have been placed upon the exercise of 
that power. The former is unalterable except by an 
amendment of the Constitution which is a difficult pro¬ 
cess, the latter can be altered or modified by ordinary 
legislation, if the State is able and willing to do it. 

The defects due to the operation of the system relate 
chiefly to the assessment and collection of taxes imposed 
by the local bodies : 

(a) Assessment —The taxes on lands and buildings are 
assessed on their “annual value” at certain percentages 
fixed by the local bodies subject to the maximum pres¬ 
cribed by the statute for each tax. The determination 
of this “annual value” is the most important part of 
assessment of the tax, and it is here that the local bodies 
generally fail to arrive at a proper decision. This is due 
mainly to three causes : First, valuation of properties for 
purposes of rating being essentially a technical job, the 
members of the local bodies and the agency employed by 
them are often not fully qualified for this‘work. Second¬ 
ly, as elected representatives of the ratepayers, the 
members of the local bodies are often opposed to an 
increase of the valuation for fear of losing popularity 
and thereby jeopardising their chances at the next elec¬ 
tion, There is a general tendency on the part of the 
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Review Committees set up by the municipal commis- 
sioners to reduce on appeal whatever increase of valua¬ 
tion may be made by the Assessor and the work of 
periodical revaluation undertaken at considerable trouble 
and expense is often nullified, resulting in under-valua¬ 
tion of properties and consequent under-assessment of 
taxes. The second ground however does not apply to 
the Calcutta Corporation where the Commissioner is the 
reviewing authority though even here he may find it 
difficult to resist influential councillors if they make a 
request, Thirdly, whatever may be the basis of assess¬ 
ment, there is no doubt that the tax or rate is paid out 
of income, and since the general level of income is low 
in this State, there is probably a tendency to scale down 
the valuation to keep the assessment within the paying 
capacity of the assessee. 


(b) Collection .—For the same reasons as mentioned 
above the local bodies are generally reluctant to take 
prompt coercive measures for realisation of the taxes. 
The result is accumulation of arrear taxes which, in some 
instances, grow to such huge amounts as to be practically 
unrealisable. 


The position may be judged from the fact that during 
1948-49 (the latest year for which complete statistics are 
available), out of a demand of Rs. 158 lakhs of all West 
Bengal Municipalities outside Calcutta, Rs. 52 lakhs 
(nearly one-third) remained in arrear after granting 
remission to the tune of Rs. 7 lakhs. 


(c) Remedies, —A comprehensive answer to the ques¬ 
tion as to what remedies can be suggested would make 
all subsequent answers unnecessary and it would be 
preferable to point out the defects and their remedies 
against each question as it is taken up. All that is neces¬ 
sary to say at this stage is that a system should be 
devised under which taxes, non-tax sources and grants- 
in-aid should together suffice to meet the needs of local 
bodies not merely under static conditions but also under 
conditions of expanding activity. Diversification of inde¬ 
pendent sources of tax revenue may be difficult to ensure 
within the limited range available to a State for transfer 
to local bodies, but what little is possible should be done. 
Where the limit is fixed low (as in the case of cess) it 
should be raised. The machinery for assessment and 
collection whether of rate or cesses or license fees should 
be strengthened. 

Question No. 186 

If the framework is defective , is any part of its inade¬ 
quacy traceable to the Constitution ? Please explain your 
point of view in some detail . In particular , would you 
recommend the inclusion in the State List (from which 
all local taxes are derived ) of any taxes tohich are parti¬ 
cularly suitable as items of local taxation , but which do 
not now figure in that List ? Are some of these taxes 
altogether new taxes or are they included in the Union 
List ? More specifically, have you any comment to make 
on the recommendation of the Local Finance Enquiry 
Committee that “terminal taxes on goods or passengers , 
carried by railway , sea or air” should be transferred 
from the Union List to the State List ? 


The following defects are traceable to the Constitu¬ 
tion : — 

(1) As Mrs. Ursulla Hicks observes in “Public Finance 
Survey of India, 1951 (published by U.N.)”, the Central 
Government has reserved for itself the most sensitive and 
elastic taxes, especially those sensitive to arise money 
income. Income-tax, import and export duties, excise 
except on liquors and narcotics, Companies* tax, tax on 
capital value of individuals and companies, Estate and 
Succession duties, terminal tax on goods and passengers, 
stamp duties on financial documents, taxes on railway 
fares and freight, sales tax on newspapers and all resi¬ 
duary sources have been reserved to the Centre. The 
sources allotted to the States are agricultural income- 
tax, succession and estate, duty on agricultural land, 
taxes on lands and buildings and on mineral rights, ex¬ 
cise on alcohol and narcotics, octroi, electricity tax, sales 
tax except on newspapers, taxes on goods and passengers 
on roads and inland waterways, taxes on vehicles, 
taxes on animals, tolls, taxes on trades, profes¬ 
sions, employments and callings, capitation tax, taxes 
on luxuries including entertainments, betting and gamb¬ 
ling and stamp duties except on financial documents. The 
only tax within the State sphere which has shown 
considerable elasticity is the sales tax. 

To a slight extent the inelasticity of the State source 
is counter-balanced by the sharing of the income-tax 
revenue and the grant made in lieu of jute export tax, 
but there is no comparable allocation of State revenue 
to local bodies so that they are the worst suiTerers from 
the poor and inelastic yield of the sources of State 
revenues. 


(2) Certain sources which were formerly available to 
the State and therefore to the local bodies have, under 
the Constitution, been taken over by the Centre. The 
outstanding example is the terminal tax on passengers 
and goods carried by rail already transferred to the 
Centre in 1935 but now made more comprehensive by the 
Constitution by adding “by sea or air”, 

(3) Article 276(2) of the Constitution limits the tax 
on professions, trades, callings and employments to 
Rs. 250 per annum in spite of the strong representation 
made by the Local Finance Enquiry Committee before 
the Constitution was finalised that it should be raised 
at least to Rs. 1,000. 

(4) The fact that income-tax is reserved only to the 
Centre has thrown doubt on the legality of the union 
rate imposed by the union boards under section 38 of 
the Bengal Village Self-Government Act, 1919, on the 
“circumstances and property” of the assessee within the 
union. It was held by the Allahabad High Court in Prag 
Dutt versus District Board of Faraccabad that a tax on 
“circumstances and property” was a composite tax part 
of which was based on income and was hit by section 
142(a) of the Government of India Act, 1935, in so far as 
it exceeded the limit of Rs. 50. Probably, as long as the 
limit of the union rate remains Rs. 84 per annum as 
now, Article 276(2) will not be violated but if the limit 
is raised, it may. 

(5) The strongest objection of the local bodies is, how¬ 
ever, to Article 285 of the Constitution which exempts 
the properties of the union from all taxes imposed by a 
State or any authorities within a State and saves only 
those taxes (and that too as long as the Parliament does 
not abrogate them) which were levied immediately before 
the commencement of the Constitution. 

The matter has been dealt with in considerable detail 
in Chapter XII of the Local Finance Enquiry Com¬ 
mittee’s Report whose recommendations contained in 
paragraphs 561 and 562 should be accepted. 

(6) Since income and expenditure are inter-related, it 
may be pertinent to mention another defect traceable to 
the Constitution which relates to the expenditure of local 
funds for improvement works in cities. These improve¬ 
ment works require acquisition of lands, generally in 
slum and undeveloped areas, which may have acquired 
a high artificial value temporarily on account of inflatory 
conditions. Article 31(2) of the Constitution provides that 
laws relating to compulsory acquisition of property must 
either fix the amount of compensation or specify the 
principles on which the compensation is to be calculated. 
In “W. B. Settlement Kanungo C. C. S., Ltd. versus Bella 
Banerjee (1951)”, Harris C. J. interpreted this provision 
to mean that the compensation must be just and reason¬ 
able and that only the prevailing market price can be 
regarded as such. This restricted interpretation of Article 
31(2) the wording of which apparently gives wider dis¬ 
cretion to State Legislatures is based on the dictionary 
meaning of the word “compensation” and precludes the 
pegging of prices to normal years. If a man acquires a 
piece of land at a nominal price, does nothing to improve 
it and merely holds it for some years during which the 
growth of the city, inflation and other factors cause a 
boom in land values, can it not be argued that some 
other just basis of compensation may be found than 
giving him the unearned increment of a high land value ? 
But if not, and if Harris C. J.’s decision is a correct 
interpretation, the wording of the article must be chang¬ 
ed. If a ceiling can be put on the price of commodities 
to put a stop to undue profits at the expense of private 
consumers, it should be permissible in the case of acquisi¬ 
tion of land by a local body for a public purpose. The 
case for such a ceiling in relation to land is stronger, 
because the supply of land is inelastic, unlike consumers’ 
commodities, and local bodies acquire it not for private 
profit but for giving it back to the city in the shape 
of improved roads, parks and houses. After all, there is 
no peculiar “justice or sanctity” in the prevailing market 
price which is guided by the conditions of supply and 
demand when the supply can be regulated under condi¬ 
tions of monopoly or oligopoly to the benefit of the owner 
or dealer and the detriment of the purchaser. 

It is difficult to conceive of any new tax which might 
be invented for inclusion in the State list with a view 
to their devolution to local bodies. Tax on marriages, 
processions, hearths, doors and windows, etc., would be 
unthinkable at the present day. There is, however, no 
provision for a “general property tax” in any of the lists, 
unless “capital value of the assets of the individuals and 
companies” (item 86 of list 1) comes under that category. 
A general property tax including both real and personal 
property is difficult to assess and to collect, but the 
question whether such a power should be given to the 
States and made available to local bodies under suitable 
precautions may be considered. The only other item 
which can be transferred to the List is terminal tax 
and this Government agree with the Local Finance En¬ 
quiry Committee on this point. Since octroi is permitted 
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to a State, there is no reason why terminal tax should 
not All that can be said is that officers realising octroi 
are State employees, while terminal taxes must neces¬ 
sarily have to be realised by Central Government officers. 
There should not be any insuperable difficulty, since the 
cost of collection can always be deducted as it is done 
before receipts from terminal tax on passengers are 
made over to the Calcutta Improvement Trust. 


Question No. 187 

Arising from the foregoing question, ivhat considera¬ 
tions would you take into account in judging the suit¬ 
ability of a particular tax for purposes of local taxation ? 
In so far as a tax suitable in relation to one local body 
may not be suitable in relation to another , what charac¬ 
teristics of the local body itself, as a tax-authority, would 
you include among the considerations relevant for the 
assessment of suitability ? Please relate your answer to 
the different categories of local bodies , viz., broadly: 

L Urban— 

A. City Corporations. 

B. Municipalities ( including Cantonment Boards ). 

II. Rural — 

C. Local Boards. 

D. Village Panchayats. 

The characteristics of a good local tax are (i) stability 
and (ii) localisation of taxes based within the jurisdic¬ 
tion of the taxing authority and it is on these grounds 
that taxes on lands and buildings are very suitable for 
local bodies. A third characteristic may be added, viz., 
relation of any activity or business to the regulatory 
function of a local body, which is the raison d'etre of 
license fees or the extent to which any activity or busi¬ 
ness depends for its smooth working on the efficient ad¬ 
ministration of the civic services which is the justifica¬ 
tion of the claim of local bodies to tax rickshaws, carts, 
carriages and motor vehicles. The last argument is 
also put forward in support of the claim for entertain¬ 
ment tax, though the connection is somewhat remote. 
It is also said as an additional principle of local tax 
that there is an element of quid pro quo between the 
tax and the municipal services, but this is more doubt¬ 
ful. The theoretical distinction between a tax and a 
fee levied by the State is that the second is, while 
the first is not, directly related to the actual service 
received by the payer. This is true even in the sphere 
of local taxation for even in the case of the so-called 
service taxes (water, conservancy, lighting, etc.) the cost 
of service principle cannot be applied rigidly as has 
been very forcibly argued by the Local Finance Enquiry 
Committee in paragraphs 424-427 of their Report. More¬ 
over, even where the cost of service prinicple capable 


of full application, all that it would mean is that the 
total expenditure on the services would be equated to 
the total receipts. But it would not be possible to re¬ 
late an individual’s contributions to the benefit deriv¬ 
ed by him. 

2. These principles however do not provide a tax 
structure for the local bodies which is sufficient for their 
needs. They provide only a nucleus of resources over 
which the local bodies can be given full control, because 
they are stable, realisable without much difficulty within 
the geographical limits of these bodies and capable of 
justification on a broad view by reference to the services 
rendered. But theory is often at variance with practice 
and the rates, especially of any license fees, are fixed 
more with a view to increasing the general revenue of 
the local bodies than to pay for the expenses of regula¬ 
tions, though a decision of a Division Bench of the 
Madras High Court has held that this is neither per¬ 
missible nor proper (vide paragraph 523 of the Local 
Finance Enquiry Committee’s Report). 

3. The suitability of a particular tax for a particular 
type of local body also depends on the area administered 
by such body and its ability to assess and collect the tax 
without undue expense or difficulty. The House tax and 
the taxes on persons are particularly suitable for local 
bodies operating in a comparatively small area, such as 
city corporations, municipalities, union boards and 
village panchayats. The same remark also applies to the 
profession tax and the tax on trades and the various 
license fees subject to the condition that there should 
be a prescribed ceiling or over-all control by Government 
to prevent any wide disparity in the rates of these taxes 
imposed by individual local bodies. The cess on lands 
and mines appears to be a suitable item of taxation 
for local bodies like district or local boards having 
jurisdiction over a wide area. In West Bengal, however, 
the cess is imposed and collected by Government them¬ 
selves and the net proceeds made over to the district 
boards. 

Question No, 188 

Assuming that the State List is, or can be made, ade¬ 
quate, is the framework defective in individxial States in 
the sense that it fails , at important points, to ensure 
proper devolution, i.e., (in this context), proper trans¬ 
ference of tax-power from the State List to local bodies ? 
If so, please answer Questions 189 to 194 with reference 
to the actual arangements for devolution (as they emerge 
from the sum-total of the relevant State laws, rules, ad¬ 
ministrative orders and administrative practices) in the 
particular State or States to which your comment relates. 


The position in West Bengal regarding devolution of 
taxes enumerated in the State List, which are suitable 
for transfer to the local bodies, is shown below :— 


Whether transferred and, if so, 

Tax t to what categories of local Remarks 

s bodies 


t 


2 


3 


(i) Entry 49 


(2) Entry 52 

(3) Entry 55 


Taxes on lands and buildings 


Yes, subject to the maximum 
rates prescribed by Statute 
(Calcutta Corporation and 
municipalities). 


The transfer is practically complete in the 
case of the Corporation and the municipa¬ 
lities but partial in the case of the district 
boards who have power to fix the rate of 
the road cess only. The rate of the public 
works cess is fixed by Slate Government. 
The only restriction on the taxing power 
of the Calcutta Corporation and the Muni¬ 
cipalities is that levy of the tax by the for¬ 
mer beyond 23 per cent, and imposition 
or reduction of the tax by the latter in 
certain cases require sanction of State 
Government (section 165 Calcutta Muni¬ 
cipal Act and sections 125 and 135, Bengal 
Municipal Act), 


Taxes on the entry No, of goods No. 
into a local area for consum¬ 
ption use, or sale therein. 


This is octroi. There is no octroi in West 
Bengah 


Taxes on advertisements. 


Yes (Calcutta Corporation) 


The levy of the tax is subject to sanction of 
State Government. 


(4) Entry 56 . . Taxes on goods and passengers No 

carried by road or inland 
waterways. 

(5) Entry 57 . . Taxes on vehicles . . . Yes, except in regard to motor Leviable at the rates or within the limits 

vehicles (Calcutta Corporation prescribed by Statute, 
and Municipalities). 

(6) Entry 58 % . Taxes on animals and boats , Yes, [Calcutta Corporation 

(except boats) and Municipa¬ 
lities]. 
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1 

2 


3 

( 7 ) Entry 59 

. Tolls. 

Yes, (Calcutta Corporation, 

Municipalities and District 
Boards), 

Subject 

to sanction of State Government. 

(8) Entry 60 

. Taxes on professions, trades, 
callings and employments. 

Yes, except in regard to employ¬ 
ments (Calcutta Corporation 
* and Municipalities.) 

Leviable 

fixed 

at the rates or within the limits 
by Statute. 

( 5 ) Entry 61 

. Capitation taxes 

No. 




This is the legal frame-work within which local bodies 
work in the State. Further details will be given in the 
answers to the questions that follow. 

Question No. 189 

Is there failure to provide for the devolution of one or 
more suitable taxes upon an appropriate category of lo¬ 
cal bodies ? If so, please give, with reference to each 
such category, intances of taxes which it would be parti¬ 
cularly suitable for that category to levy, but which , for 
insufficient reasons , it is not empowered to levy . 


(A) Paragraph 131 of the Local Finance Enquiry Com' 
mittee’s Report shows the sources of revenue which 
should be made exclusively available to local bodies. On 
a comparison of these sources with those given against 
question 188 it will appear that the following items of 
State sources have not been transferred to local bodies 
in West Bengal : — 

(i) Octroi (item 52), 

(«) Electricity tax (item 53). 

(m) Tax on employment (item 60). 

(iu) Capitation tax (item 61). 

(v) Entertainment tax (item 62). 


Terminal tax on passengers carried by railways and 
inland waterways is available only to the Calcutta 
Improvement Trust, not to any other local bodies. As 
regards cess on land, that part of it which relates to 
road cess is within the jurisdiction of the district boards 
which can fix the rate subject to a maximum. That part 
which relates to Public Works cess is fixed by Govern¬ 
ment, though the proceeds are handed over to the district 
boards. It is suggested that the permissible maximum 
rate over road and Public Works cess should be at 
least double and discretion given to the district boards 
to fix the rate without interference from Government. 


(B) (1) Of these taxes not transferred to local bodies 
octroi is the worst and has been condemned both by 
theorists and practical administrators. Lord Stamp’s 
serve trictures have been echoed both by the Taxation 
Enquiry Committee and by the Local Finance Enquiry 
Committe, though the latter recommends its retention 
where it is already imposed, because no alternative 
sources Would be submitted to without demur. Not hav¬ 
ing tapped this source so long, the temptation of doing so 
in future in West Bengal should be resisted, because the 
yield from this source will be small, leakage and evasion 
will be great and the burden on the poor consumer, 
already groaning under a heavy sales tax, may well be 
unbearable. 


(2) There is less objection to a terminal tax on goods, 
though it is doubtful if the advantage of the one over 
the other is so well marked as to justify the extent of the 
preference. The principal advantage probably is that a 
terminal tax on goods is not levied on all the different 
local authority areas through which they pass (which is 
vexatious even when there is provision for refund), but 
only at the end. If is not dear whether it is actually 
the case; for it has been suggested that a terminal tax 
can be levied at all railway stations on goods in transit 
and not merely at the terminus. If so, the difference bet¬ 
ween octroi and terminal tax tends to be blurred except 
in so far as the collecting agency is likely to be different. 
In any case, it will be necessary in order to prevent a 
diversion of traffic from railways to roads, to levy a 
terminal tax also on goods carried by roads and there 
would be very little to choose between this imposition 
and an octroi. Whether the goods are carried by railways, 
waterways or roads, a terminal tax will add to the price 
of goods already liable to sales tax would bear hard 
on the poorer consumers. Termini tax on passengers is, 
however, a very desirable form of taxation and is pro¬ 
bably the only means of making the floating population 
contribute to the cost of the city amenities they enjoy, 


(3) Tax on employments. —While persons exercising 
independent professions and callings are required to pay 
tax to the local bodies, those earning their living by 
employment are exempted from such taxation without 
any valid reason. This would be a suitable form of taxa¬ 
tion on a section of the floating population in the big 
cities and also on local residents, who are engaged in 
various kinds of employments but do not contribute 
anything to the rates. Employment drawing less than, 
say Rs. 100 per month, or already paying a local tax 
may be exempted. 

(4) Except in Calcutta and other big industrial cities 
of which there are few in West Bengal, the yield from 
electricity tax is likely to be small. So will be the yield 
from entertainment tax, if betting tax (which is only 
important in Calcutta) is excluded. A share of the pro¬ 
ceeds of any or both is unlikely to be of substantial help 
to their finances, and is unlikely also to be an acceptable 
or practicable proposition. 

(5) Receipts from ferries are now available to district 
boards and those from pounds to union boards. Several 
roads along with ferries, if any, on them have been 
taken over by the State Government, thereby causing a 
reduction'in ferry receipts but often a greater reduction 
in the expenditure of the local bodies. There was some 
time back, a move by the Agriculture Department to 
make cattle trespass a criminal offence, in which case 
pounds will lose their importance and cease to yield any 
income. No such decision'has actually been taken. 

(6) Capitation or poll tax is imposed in most American 
States at the local level generally for the purpose of 
roads and education, and in some cases it is possible 
to pay this tax by labour service. Professor Somers quotes 
Pigou as saying that it is the ideal tax from the point of 
view of least aggregate sacrifice, but the context in 
which Pigou said so is far from clear. If a uniform rate 
is imposed, it would be sharply regressive, whereas if it 
is graduated, the problem will be to select the principle 
of graduation, since the income basis may be in conflict 
with the Constitution, as income-tax is a Central subject. 
Moreover it is a tax which stays where it falls, because, 
as Seligman says, it is not susceptible of being shifted 
except to a very slight extent. The possibility of evasion 
in cities where population is constantly shifting is great, 
and the cost of collection is likely to be unreasonably 
high. The only justification of the capitation tax is 
that it may be exchanged for labour service, thus ena¬ 
bling very poor people to contribute their mite to the 
maintenance of a local body. In that way it may be 
a useful source at the lowest level, viz., the Village 
Panchayat, where population is more or less perman¬ 
ent and static. 

(C) A claim is often made for sharing the receipt from 
motor vehicles tax. The power to levy this tax originally 
belonged to the Calcutta Corporation only. In 1932, the 
Provincial Government assumed this power and provided 
for a fixed annual grant of rupees 4| lakhs to that body. 
This was the revenue of the Corporation from this tax 
at the time. It is stated that since then, partly as a 
result of increase in the number of motor vehicles and 
partly the enhancement of the rates of the tax, the 
income from this tax has risen from Rs. 10 lakhs to 
nearly Rs. 1 crore per annum. But the amount paid to 
the Corporation has remained fixed at the same figure as 
before and Government pay only a sum of Rs. 2 lakhs 
per annum in small grants to the other 80 municipalities, 
out of which Rs, 50,000 is paid to the Howrah Muni¬ 
cipality alone. It has been further argued that the raison 
d ’ etre of this tax is that motor vehicles use and damage 
roads and that their owners should, therefore, pay for 
the proper maintenance of the existing roads and pro¬ 
vision of new ones. By far the vast majority of the 
motorists reside in the city areas and use the municipal 
roads much more frequently than the highways provided 
by the State. If the municipal roads fall into dis-repair 
for lack of funds and become a veritable menace to the 
motorists, it is poor consolation to them to be told that 
the State is providing excellent highways out of the taxes 
paid by them. Government have not been able to accept 
this argument which has also not appealed to the Motor 
Vehicles Taxation Enquiry Committee, Government 
spend more than the revenue derived from this tax on 
road development and the present facts about local 
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finance hardly justify sharing of the proceeds of a tax. 
Taxes completely made over to local bodies together 
with generous grants-in-aid on the merit of each case 
should be adequate and a better method of financing 
local bodies. 


Question No. 190 

Is there failure to prevent the devolution of unsuitable 
taxes ? In other words , are taxes allowed to be levied 
which are manifestly unsuitable for levy by the parti¬ 
cular category of local bodies ? Please give instances . 

There has not been any devolution of any unsuitable 
tax to local bodies in West Bengal. 


Question No. 191 

Is there failure to make devolution sufficiently prompt 
and flexible ? For example : Is the procedure dilatory in 
actual practice ? Is specific approval insisted upon where 
general authorisation would do ? Are unnecessary condi¬ 
tions imposed on the power to levy ? Please give in¬ 
stances. 

Column (3) of the statement contained in the answer to 
question No. 188 shows the conditions imposed at present 
on the taxing powers of the local bodies. It will be 
observed that the local bodies have generally been given 
a free hand in the matter of taxation within the limits 
prescribed by the statute and subject to the requirement 
of Government sanction in a limited number of cases. 
These conditions are necessary in the public interest and 
cannot be dispensed with. 


Question No. 192 

Is there failure to make devolution sufficiently diversi¬ 
fied in relation to the capacity of particular local bodies 
to exercise particular powers ? Thus, do the legislation, 
regulation and administration, taken together , show 
inadequate appreciation of the distinction between — 

(t) categories of local bodies : a tax-power which 
may be wholly unsuitable for one category may 
be very suitable for another ; 

(ii) degrees of development among local bodies of 
the same category : e.g„ a tax-power not suit¬ 
able for some village panchayats may be suitable 
for others. 


Please give instances. 

There are no such instances in this State of any serious 
maladjustment between the devolution of a tax-power 
and the capacity of the local body concerned to exercise 
the power, subject to what is stated under question 
193(a) (in) and (iv). 


Question No. 193 

(a) In respect of individual taxes, does the devolution 
take sufficient account of the extent to which power may 
be transferred e.g.,— 

(i) power to decide whether or not to levy the tax; 
or 

(ii) power to decide the rate of levy of the tax ; or 

(iii) power to assess the tax; or 

(iv) power to collect the tax; or 

(v ) different combinations of the above . 


(b) In the same connection , is adequate use made of 
the different conditions which may be attached to the 
powers mentioned above, 

(i) condition making the levy of the tax compulsory 
at a stipulated minimum rate; 

(ii) condition that the rate of levy shall be subject 
to a stipulated maximum ; 

(iii) condition to ensure the relative independence of 
the assessing agency ; and 

(n>) condition that a particular standard of collection 
shall be maintained ? 


(c) With reference to particular taxes and particular 
categories of local bodies, please give instances, if any, 
illustrative of the following: — 
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(i) a power is withheld altogether, though a certain 
degree of power with , if necessary , certain 
conditions , might be transferred; 

(ii) the degree of power transferred might be higher 
or lower ; and 

(iii) the conditions attached might be more restric¬ 
tive or less restrictive ♦ 


(a) (i) Yes. The local bodies have been generally given 
full discretion in the matter of levy of taxes they have 
been authorised to impose. It is only in regard 
to certain specified items that they are required to obtain 
the previous sanction of the State Government. These 
relate to (1) taxation of advertisements by the Calcutta 
Corporation which must be in accordance with rules 
sanctioned by Government, (2) levy of tolls by the 
Calcutta Corporation, the municipalities and district 
boards, (3) imposition of water and lighting rates by the 
municipalities which is conditional on the relevant 
scheme for water-supply and lighting being approved 
by Government and (4) levy of various license fees by 
the municipalities. 

(ii) The relevant Acts usually prescribe the maximum 
rates at which the different taxes can be levied and the 
local bodies are free to decide the rate of levy. It is 
only in the case of the consolidated rate levied by the 
Calcutta Corporation that sanction of Government is 
required for its levy in certain cases at a rate exceeding 
23 per cent, up to a maximum of 33 per cent, of the 
annual rateable value. (Section 165, Calcutta Municipal 
Act, 1951.) There is no prescribed minimum rate, but 
under section 135, Bengal Municipal Act, 1932, Govern¬ 
ment have the limited power of preventing reduction of 
the existing municipal rates if the amount at the credit 
of the municipal fund is insufficient to meet the labilities. 
These provisions seem to be inadequate, 

(iii) The devolution of the power to assess is practi¬ 
cally complete, indeed it is much too complete for satis¬ 
factory working. The word “ assess* ’ in this connection 
is used to mean the twin process of valuation of lands 
and buildings and fixation of a rate, of which the first 
is obviously much more important than the second. 
Under the Bengal Municipal Act, 1932, a panel of quali¬ 
fied assessors is to be maintained by the State (section 
145), from which a selection has to be made by the 
municipality, but in practice the panel is seldom satis¬ 
factory on- account of the dearth of expert valuers and 
not unoften it includes the names of local people with 
little or no pretension to technical qualifications. The 
position is made worse by the provision of section 149 
which enables a three or five-man committee of Municipal 
Commissioners to review the valuation and make any 
order which is final. Absence of technical knowledge, 
undue influence or a desire to avoid unpopular decisions 
which may cost them their seat in the next election very 
often leads to a reduction in the assessment with conse¬ 
quent loss to municipal revenue. Under the Calcutta 
Municipal Act, 1923, the assessment used to be made by 
the Chief Executive Officer, but as he was an officer of 
the Corporation, dependant for his powers and his 
tenures on the Councillors, he was naturally unable to 
resist their requests. Section 172(2) of the new Calcutta 
Municipal Act, 1951, provides that the State Government 
may appoint separate agencies for the purpose of valua¬ 
tion if it so chooses. The advantage of this provision has, 
however, been largely curtailed by retaining the power 
to hear objection petitions in the Commissioner or his 
deputies as in the old Act. 

The withdrawal of the power of assessment from local 
bodies and its entrustment to an independent body 
appointed by the State is not such a curtailment of 
democratic rights as should cause any resentment. Even 
in England, valuation has since 1948 been done not by 
different boroughs or district councils (who are the rating 
authorities there) but by the Inland Revenue Commis¬ 
sion appointed by the State. It was considered that uni¬ 
formity of standard was desirable not merely as an end 
in itself but also to ensure that exchequer grants were 
equitably distributed and that a local body did not 
appropriate a larger share of such grant merely because 
it refused to make a proper valuation of land and build¬ 
ings and thus got a smaller income from rates. 

Cess, however, is both assessed and collected by the 
Government agency and district boards who are the 
recipients are quite happy that this is so, 

(iv) The devolution of the power of collection is 
complete in the case of corporation, municipalities and 
union boards, but the result is not happy. The same 
reluctance to risk unpopularity is probably at the root 
of the avoidance of coercive measures. 

The remedy, however, does not lie in withdrawing the 
collection also from the hand of local bodies, as is some¬ 
times suggested, unless there is a very bad case of 
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persistent default in which case Government can resort 
to section 550 of the Bengal Municipal Act and take oyer 
the department. Nor does the remedy lie in the extension 
of certificate procedure to realise local dues for the power 
of distraint is quite as effective as certificate and if it is 
not used to avoid unpopularity it is equally certain that 
the certificate power would also be unused. The granting 
of rebate for prompt payment, introduced by the Cal¬ 
cutta Municipal Act, 1951, is said to have given good 
results in the beginning though the Local Finance En¬ 
quiry Committee did not favour it because it was likely 
to deplete local revenue. Drummond in his book “Finance 
of Local Government” objects to rebate not on this 
ground but on the ground that it will give an undue 
advantage to the richer section who can pay promptly, 
and act to the disadvantage of the poorer sections who 
will have to pay sufficiently highly to make up for the 
deficit caused by the rebate. The really effective remedy 
for poor collection is the appointment of qualified collec¬ 
tors and giving them security of service so that they 
may be immune from undue influences from Councillors 
or their friends. 


(b) (i) and (ii) The power to levy all the taxes is dis¬ 
cretionary and not compulsory, though in actual practice 
the local bodies cannot avoid levying some of the taxes, 
e.g., the holding rate in municipalties and the consoli¬ 
dated rate on Calcutta. The rates of the tax are either 
fixed rates or maximum and not minimum. 


(Hi) As already noted, the full independence of the 
assessing agency is not ensured and this is a rather 
serious drawback of the present system. 

(iv) There is no prescribed minimum standard of 
collection. If there is persistent default in this matter. 
Government have power to supersede the Collection 
Department of the municipality (section 550 of the 
Bengal Municipal Act) or the entire body of Municipal 
Commissioners (Section 553). 

(c) There does not appear to be any such instances of 
local bodies being prevented by Government from exer¬ 
cising any power of taxation given to them by law. The 
control exercisable by Government on the exercise of 
such powers is very slight and cannot be relaxed further, 

Question No. 194 

Is the devolution defective in that there are concurrent 
and overlapping powers exercisable by the State Govern¬ 
ment and the local body ? Please give instances and 
explain the disadvantages involved in actual practice , 


There are no such concurrent or overlapping powers 
of taxation exercisable both by the State Government 
and the local bodies. 

Question No. 195 

(a) Is there, in your opinion, defective co-ordination — 
fiscal, administrative or other— between particular local 
taxes and allied State or Central taxes ? Please give 
instances and point out the nature and order of the 
detrimental effect, if any, on the public or on trade, 
indxistry, etc. What remedies would you suggest ? 


(b) Does the lack of co-ordination, in any particular 
instance, result in unnecessary duplication of staff or 
other froms of wasteful administration ? Does it lead 
to needless harassment of the tax-payer by different tax- 
agencies ? What remedies would you suggest ? 


(a) There does not appear to be any such defective 
co-ordination. 

(b) Does not arise. 

Question No. 196* -- 

Apart frorn defects traceable to the Constitution (Ques¬ 
tion 186) or to the legal and other arrangements for 
devolution in individual States (Questions 188 to 194) 
or to inadequate co-ordination between the different tax - 
stmctxires , Central , State and Local (Question 195), are 
there any other important types of defects in the frame¬ 
work of the system ? Please give instances . What 
remedies would you suggest ? 


There does not appear to be any other important 
defects besides those already noticed in connection with 
the preceding questions. 


Question No, 197 

Have you any comments to make on the proportion 
borne by the tax-revenue of different categories of local 
bodies to — 

(?) non-tax revenue other than grants-in-aid, and 
(ii) grants-in-aid ? 


This question has been answered in paragraph 3 of the 
General Note on Local Taxation (pages 3-6) which may 
be referred to. 

Question No. 198 

Do you consider that local bodies fail to make full 
use of the tax resources available to them 7 Would you 
agree that they should use their powers of taxation fully 
before receiving further grants-in-aid as a means of add¬ 
ing to their resources ? 


The law gives certain maximum powers of taxation to 
the local bodies ; but, generally speaking, the taxes are 
not in all cases levied up to the maximum and that for 
very good reasons. The local body must have a reserve of 
taxation to fall back upon in emergencies. 

While the local bodies should certainly make proper 
use of their powers of taxation before they can expect 
financial assistance from outside, it would be wrong to 
insist on full utilisation of their tax resources before the 
payment of any Government grants. The question really 
is one of distribution of the burden between the local 
and the generally tax-payers. 

Fixation of rates and license fees at the maximum 
permissible rate will impose a burden which may be too 
onerous for local people to bear. The case for Govern¬ 
ment assistance to local authorities depends not merely 
upon the need of supplementing income after the local 
authorities have exhausted all their resources but upon 
a recognition of the fact that local authorities assist the 
Government of the country in carrying out essential 
social services which can be controlled more conveniently 
by local representatives than by the Government. The 
State is vitally interested in the manner in which local 
authorities carry out the national policy as well as in 
the maintenance of a minimum standard. It is a false 
dichotomy to regard some functions as exclusively central 
and others as exclusively local and to make the latter 
depend entirely or even largely upon local resources. 
Since the principle of progressive taxation has hardly 
any application in the fixation of local rates and taxes, 
an exclusive dependance on them will impinge on the 
poorer section of the people with disastrous effect unless 
there are liberal grants from the national exchequer 
which is built up largely with progressive taxation based 
upon the theory of ability to pay. Moreover, the services 
rendered by a local body, e.g., roads hospitals, educa¬ 
tional institutions, etc,, cater not merely to local inhabi¬ 
tants but also to people living outside the area who can 
only contribute indirectly through State grants-in-aid. 

A reasonable standard of administration of the 
measures of raising local revenue is, however, different 
from maximum utilisation of the taxing powers and 
there should be no objection to exception such a rea¬ 
sonable standard of revenue collection and a resonable 
utilisation of the powers of taxation as a condition pre¬ 
cedent of financial assistance, particularly of the unus¬ 
ual type. 

Question No. 199 

If it was necessary to equip local bodies with addi¬ 
tional resources beyond their powers of taxation, which 
of the following alternatives would you prefer and 
why : — 

(?) trasfer of additional powers of taxation ; 

(ii) assignment of a proportion of a tax or taxes 
collected by the State Government, within the 
area of a local body, (a) with the local body 
exercising no responsibility in respect of the 
tax or taxes, (b) with the local body exercising 
responsibility of different degrees , (e,g., for 
assessment, collection, etc.) in respect of the tax 
or taxes ; 

(Hi) grants-in-aid ? 

Please elaborate your answer with reference to the 
particular taxes you have in view in regard to alterna¬ 
tives (i) and (ii). 


(i) The scope for transfer of additional powers of taxa¬ 
tion to local bodies is rather limited and is confined to 
such items as Octroi duties, terminal toils on road traffic 
capitation taxes and tax on employments. 



Section 124(3) of the Bengal Municipal Act provides 
for compulsory exemption of holdings the annual rate¬ 
able value of which does not exceed Rs. 6, Section 167(4) 
of the Calcutta Municipal Act likewise gives optional 
power to the Commissioner of the Calcutta Corporation, 
with the approval of the Finance Standing Committee, 
to exempt lands or buildings having an annual rateable 
value of Rs. 50 or such smaller sum as may be fixed 
by the Corporation. The object obviously is to exempt 
from taxation lands or buildings qwned or occupied by 
the poorest section of the community. There seems to be 
no objection to such exemption provided the money limit 
of the annual value is kept sufficiently low. 

One of the objections against the general property tax 
is that it does not necessarily bear any relation to the 
taxable capacity of the payer, the annual rateable value 
of the premises which a person may happen to possess 
being no index of such capacity. This is particularly so 
in the case of impecunious owner-occupiers of big 
ancestral properties in the mofussil towns and the tax 
often operates as a hardship to them. The only practical 
way of giving relief to such people is to reduce or remit 
the tax on the ground of excessive hardship for which 
there is already provision in section 141 of the Bengal 
Municipal Act. there is, however, no such provision in 
the Calcutta Municipal Act for the obvious reason that 
the rent as well as the value of house property in Cal¬ 
cutta being very high, the owner is at liberty to let out 
or even sell the property and move to a less costly area 
if he is unable to bear the tax-burden. 

Charitable and free educational institutions also de¬ 
serve special consideration and there are already pro¬ 
visions in the Bengal Municipal Act (section 124), and 
the Calcutta Municipal Act (section 167) for complete 
or partial exemption of properties used exclusively for 
purposes of public charity, at the discretion of the 
Municipal authorities. This seems to be quite adequate. 
Co-operative housing societies do not deserve any special 
treatment. 

As regards remissions for vacancies, both the Calcutta 
Municipal Act (section 194) and the Bengal Municipal 
Act (section 142) provide for such remission if the vacan¬ 
cy is for a period of 60 or more consecutive days, 
provided due notice is given of such vacancy. The extent 
of the remission is one-half of the owner's share of the 
consolidated rate (there being no occupiers share in such 
cases) under the Calcutta Municipal Act and one-half 
of the total rates payable under the Bengal Municipal 
Act, These provisions are adequate and no further con¬ 
cessions need be given. 

The idea of exemption of new buildings for a limited 
period appears to be attractive in these days of scarcity 
of housing. The exemption should be restricted to newly 
built residential flats or buildings only, the monthly rent 
of each flat or each building as the case may be not 
exceeding, say, Rs. 200 in Calcutta and equivalent 
amounts in other towns. The exemption may extend to a 
period not exceeding the first five years and should not 
apply to what are known as “Service taxes”. 


authorised tkxes at such rate as may be prescribed 
within the limit fixed by the statute. This will effectively 
check any reluuctance on the part of local body to make 
proper use of this tax. 

Question No. 206 

Haue you any suggestions to make in regard to the 
administrative machinery and procedure for the assess¬ 
ment and collection of the property tax in relation to the 
different categories of local bodies ? 

This has already been dealt with in connection with 
Question No. 193. The work of collection should be 
entrusted to properly qualified local authority officers 
and stimulated by making State aid conditional on 
satisfactory collection. 


Question No. 207 

In so far as certain taxes usually known as i( service 
taxes ”—e.g., water, lighting, drainage and coservaiicy 
taxes—are levied along with, and on the same basis as,, 
the general property tax by certain local bodies t what 
suggestions, if any, would you make in regard to the 
rates of levy , collection, etc „ of these taxes ? Have you 
any comments to make regarding property and service 
taxes vis-a-vis port trust properties , railway properties , 
other properties of the Central Government and proper¬ 
ties of State Governments ? 

In West Bengal, “Service taxes”, known as water, 
lighting and conservancy (including latrine and drainage) 
rates, are levied by the municipalities outside Calcutta 
and the town of Howrah and a consolidated rate is levied 
at these two places. These rates are assessed in the 
same manner as the general property tax (holding rate) 
on the annual value of holdings subject to the following 
maximum rates : — 


(i) Water rate . . * 7J per cent, of annual value* 

(a) Lighting rate . . 3 per cent, of annual value* 

(3) Conservancy rate . * 10 per cent, of annual value* 


The objects underlying these so-called “Service” rates 
were that— 

(1) the services for which they are levied should be 
as nearly self-supporting as possible ; and 

(2) these rates should not be imposed unless the’ 
municipality has provided the necessary services.. 

The first objective has not been achieved and cannot be 
said to justify the distinction between the general and 
the special rates. The special rate funds have generally 
failed to meet the cost of the services and the deficit has 
to be met from the general fund. The second object, how¬ 
ever, still remains due to the uneven development of 
most of the municipal areas and is now the sole justifica¬ 
tion for continuing the separate “Service” rates. 


Question No. 204 

Should property tax by progressive ? If so, how and to 
what extent ? 

The Local Finance Enquiry Committee in paragraph 
181 of its report expressed itself in favour of a pro¬ 
gressive scale of rates for the levy of the property tax, 
to be adpoted at the discretion of the Municipal autho¬ 
rity concerned. A progressive scale has actually been 
adopted recently for the levy of the consolidated rate 
under section 165 of the Calcutta Municipal Act, 1951. 
The idea of progression, however, does not seem to fit 
in well with this tax which is assesed on the annual ra¬ 
teable value of the premises which does not always in¬ 
dicate the income or taxable capacity of the owner. It 
may be justified in big cities where the value of the 
property may be said to reflect, in some measure, the 
economic condition of its owner. But a progressive 
sale would not be quite equitable in the mofussil towns 
and is likely to cause hardship. 


Question No. 205 

What categories of local bodies should be empoivered 
to levy property tax? What should be extent of the power 
in each case, and what conditions, if any, should be 
attached to the exercise of the power? 

The City Corporations, municipalities and other local 
bodies, such as village panchayats, operating in a small 
area should be authorised to levy this tax. The local body 
should have freedom in the matter of levy of the tax 
and fixation of the rate within the maximum limit to be 
prescribed by statute. Power may, however, be taken for 
the State Government, as in Bombay, to require a local 
body, in certain special circumtances such as insufficiency 
of funds, low assessment, etc., to impose any of the 


The rates of these taxes appear to be generally fair 
and they are collected in the same manner and at the 
same time as the general property tax. In the case of 
the conservancy rate, certain concessions are allowed 
to big industrial concerns, etc., which maintain their own 
conservancy arrangements. A rebate of 25 per cent, of 
the rate is also allowed to private house-owners who 
maintain sanitary-type latrines and do not make any 
demand on the Municipal Conservancy Service. 


The properties of the Calcutta Port Commissioners 
enjoy a special concession in the matter of local taxa¬ 
tion in that, under the Calcutta Port Act, their annual 
rateable value has to be determined on the basis of their 
original cost of acquisition and construction more than 
a century ago. There is little justification for the special 
treatment which is causing heavy loss of revenue to the 
Calcutta Corporation and the Howrah Municipality and 
the Government of India have been already moved to 
agree to necessary legislation being undertaken by the 
State Government for taxation of the Port Trust pro¬ 
perties under the ordinary municipal law. This Govern¬ 
ment has been advised that such legislation is within the 
competence of the State Legislature. 


Railway properties now generally belong to the Central 
overnment and these and other Central Government 
roperties enjoy complete immunity from all local taxes 
scent in so far as they were liable to such taxation 
-fore April 1937 (section 154 of the Government of 
idia Act 1935, and Article 285 of the Constitution). This 
as resulted in great inequity to the local bodies which 
0 not get any payment even for the services rendered 
> these properties. The Central Government should 
gree to pay without further delay a reasonable contri¬ 
tion in lieu of rates in respect of each of their proper- 



<ii) The case for assignment of a portion of some of 
the State taxes realised within the area of a local body 
has often been pressed. The Motor Vehicles tax comes 
foremost in this category and the proposal has been that 
its proceeds should be distributed on the basis of mileage 
of roads maintained by each authority and on the definite 
condition that the sum allotted should be spent in 
addition to, and not in substitution of, the normal ex¬ 
penditure of the local body on communications. A share 
of the proceeds of Electricity duty and Entertainment 
taxes has also been claimed in their respective areas. It 
is of interest to note that the Taxation Enquiry Commit¬ 
tee of 1924-25 in paragraph 418 of its report proposed the 
levy of a provincial tax on motor vehicles and the mak¬ 
ing over of its proceeds to a road board for distribution 
to local bodies responsible for the maintenance of the 
roads. It also actually suggested the levy of a tax on 
retail sales by local bodies as a alternative to Octroi 
and terminal taxes (paragraph 406) and that a share of 
the proceeds of the taxes on entertainments should be 
made over to the local bodies concerned (paragraph 273), 

Unless the administrative machinery of the local 
bodies is sufficiently improved by means of Government- 
appointed executive officers, the responsibility for assess¬ 
ment and collection of these taxes would be beyond the 
capacity of local bodies. Any sharing of the proceeds of 
such taxes is however not an acceptable or practicable 
proposition, 

(in) A well-conceived and liberal policy of grants-in- 
aid would, however, be the best solution of the financial 
problem of the local bodies and would serve to establish 
a proper and healthy relation between them and the 
State Government, After all, the local bodies must work 
in co-ordination with and within the framework of the 
State administrative machinery and must be amenable 
to control and guidance by the State Government and 
their local officers. 

Such a policy of generous assistance, subject to proper 
safeguards, will also enable the Government to exercise 
the requisite amout of control over those local bodies 
who are in need of such control and guidance. 

Question No. 200 v 

Since (a) lands under non-agricultural use, (b) build¬ 
ings and (c) income from both these are subject to 
taxation by : 

(1) the Union —(Section 9 of the Income-tax Act), 

(2) the States —( non-agricultural assessment and, in 
some States , urban immovable property tax , and 

(3) Local Bodies, 

it is sometimes contended that there is multiple taxation 
of the same source of income and that, in any case, there 
is need for correlating these different taxes into a more 
rational system , Do you agree with this view ? If so, 
what scheme would you suggest for the purpose ? Would 
you adopt a uniform basis of valuation for all the taxes 
concerned, Central, State and Local ? What basis would 
you adopt : the capital value of the property or its 
annual rental value ? 

The Union and the State should avoid encroaching on 
the sphere of local taxation as far as possible. So long as 
this cannot be totally eliminated, there should certainly 
be a rational system for correlating the different taxes 
on the same sources to mitigate the evils of multiple 
taxation. 

The best way of achieving this is to have a uniform 
system of valuation by an independent and expert 
central agency. This will not only eliminate the evils 
now attendant on the system of valuation by individual 
local bodies but will provide a ready and satisfactory 
basis for assessment of all property taxes—Union, State 
and Local. 

The question of basis to be adopted for purposes of 
valuation is a highly technical matter. It has been 
discussed in paragraph 207 of the report of the Local 
Finance Enquiry Committee which recommended that 
“there should be no change from the well-tried basis of 
rent to the more or less uncertain basis of capital value" 
but that where “municipalities are actually adopting 
capital value as the basis and there is no cause for com¬ 
plaint that basis may continue”. The rental basis is in 
accordance with the English system under which the 
basis of assesment is the gross of rent at which the 
property may reasonably be expected to let. The capital 
value is, however, reported to have been adopted for this 
purpose in countries like the U.S,A. 

Question No. 201 

If the question of valuation was confined to the 
of urban , immovable property tax by States and general 
property tax by local bodies, what basis would you 


adopt : capital value or annual rental value ? Do you 
agree with the recommendation of the Local Finance 
Enquiry Committee that ft there should be no change, 
from the well-tried basis of rent to the more or less 
uncertain basis of capital value”, but that where “ muni¬ 
cipalities are actually adopting capital value as the basis 
and there is no complaint, that basis may contmxie ” ? 

This Government agree with the recommendations of 
the Local Finance Enquiry Committee subject to the 
following explanatory note : — 

In assessing the annual value, although rent should 
be the general basis in respect of dwelling houses 
let out on rent, other principles may have to 
be adopted in cases not coming within this 
category. 

The three methods usually relied on in England are— 

(i) the rental method applicable to dwelling houses, 

shops, offices, banks, small industrial premises, 
etc., 

(ii) the structural method or the “contractor’s test” 
consisting of an estimate of capital value of the 
site and building and taking a percentage re¬ 
presenting the interest on such capital value, and 

(Hi) the accounts method which is generally applied 
to public utility undertakings like tramways, etc. 

The accounts method is used to ascertain from the 
accounts what is the net receipt after meeting all ex¬ 
penses and after allowing for interest on capital invested, 
a reasonable profit and something to cover the risk of 
loss. The balance, after a deduction is made to cover re¬ 
newals, maintenance and insurance, etc., is regarded as 
available for rents and rates, and a mathematical cal¬ 
culation of the rate portion provides an amount which 
may be taken to be the net annual value for rating pur¬ 
poses. It is recommended that a wider use be made of 
the accounts method that is now in vogue. Section 168 

(4) of the Calcutta Municipal Act, 1951, introduces this 
method specifically for cinemas, theater and other pla¬ 
ces of public resort or amusement, but the meagre per¬ 
centage of the takings which has been fixed as the an¬ 
nual value deprives the method of much of ills utility as 
a source of municipal income. 

Question No. 202 

As regards the urban immovable property tax, the 
Local Finance Enquiry Committee says in effect that , 
even though property tax generally should be left to be 
exploited by local bodies , it would be both expedient and 
suitable for the Government ( i ) to levy an urban immo¬ 
vable property tax when a inuniciaplity fails to levy a 
property tax in spite of a Statutory obligation to do so 
or (ii) to continue to levy the tax when a muni¬ 
cipality refuses to increase its property tax to the 
extent the State Government is prepared to reduce 
its urban immovable preperty tax. Do you agree with 
this view ? Have you any other comments to make on 
the urban immovable preperty tax ? If you consider it 
a suitable form of taxation for the States, what modifica¬ 
tions, if any , would you suggest in regard to exemptions, 
rates of levy, mode of assessment and procedure for 
collection ? 

This Government agree with the Local Finance Em 
quiry Comittee that the urban immovable property tax 
should be exploited by and exclusively for local bodies. 
The question whether the State should levy it for the 
purpose of local bodies if the latter fight shy of it is 
difficult to answer without a knowledge of the alternative 
sources which a particular local body can exploit. But, 
by and large, such alternative sources are rare and the 
only money .yielding source, viz,, Octoria is unsatisfa¬ 
ctory in its incidence and expensive in its collection. 
Local bodies must, therefore, why nilly have to exploit 
urban immovable property tax sooner or later. Instead, 
however, of the Government levying it for local bodies 
the better procedure would be to force the local bodies 
themselves to resort to it by a gradual attrition of Oct- 
ori. Where the local bodies are already levying it but 
show a reluctance to increase the rate, State interven¬ 
tion should take the form of persuasion and prepara¬ 
tion of correct assessment rolls but not the taking over 
of the function altogether. 

Question No. 203 

What principles would you recommend for adoption 
in regard to th e general property tax ? Would you exempt 
rental values below a particular level? How would you 
deal with the properties of owner-occupiers or of charita¬ 
ble or educational trust or of co-operative housing 
societies ? What remissions , if any, would you give for 
vacancies? So far as new buildings arc concerned, would 
you recommend exemption for first few years after 
construction, with a view to encouraging housebuilding? 
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According to legal opinion tendered to this Govern¬ 
ment, the properties of the State Governments are also 
to be deemed immune from local taxation unless they 
are specifically declared by law as liable to such taxa¬ 
tion. There is, however, no specific provision in the 
Constitution granting such immunity to State Govern¬ 
ment properties as in the case of those of the Central 
Government and this Government has not so far claim¬ 
ed any privilege in this respect. 

Question No. 208- > 

Do you consider that the system of local funds cesses 
(viz., cesses on land revenue, collected by the revenue 
administration and handed over to local bodies ) is satis¬ 
factory in its operation ? If no t, what alterations, if any, 
would you suggest ? Please deal with local boards and 
village panchayats separately, and specify the individual 
State or States to which your reply relates. In particl- 
lar: 


(ti) the person who pays the tax : certainty as to 
amount payable and convenience of collection ; 
and 

(in) the trade, the consumer , etc : incidence and 
effects of incidence in so far as these can be 
broadly assessed. 


Are octroi and terminal tax mutually exclusive systems , 
or would it be permissible and desirable in certain 
circumstances, to combine the two system ? 

examination of the relative merits of (a) octroi, 
(o) terminal tax and (c) any desirable form of combina¬ 
tion of the two, which particular alternative would you 
recommend for general adoption by local bodies ? Do 
any constitutional or legal difficulties stand in the way 
of implementing your suggestions ? 


(i) Are minimum andYor maximum rate of levy 
laid down ? are they, in your opinion, either too 
high or too low ? 

(it) To what extent are the cesses earmarked for 
different purposes (e.g., road cess, education 
cess, etc,)? Would you extend or curtail the sys¬ 
tem of earmarking ? Should there be a general 
cess in addition to earmarked cesses ? In what 
circumstances ? 

(iii) To what extent do suspensions and remissions 
of land revenue afftct the collection of the 
cesses ? Have you any suggestions to make in 
this connection ? 

(ip) Please deal with any special problems connected 
with local fund cesses in 

(a) Part B and Part C States. 

(b) areas in which zamindaries are newly 

abolished. 

By its very nature, the local fund cess, which is the 
only important item of tax revenue of the district boards, 
can be best and most economically collected along with 
the land revenue by the same agency. Any other method 
of collection will be inconvenient and unduly expensive. 
The assessment of the cess, being closely linked up with 
the land revenue administration, should also remain 
with Government. 

(i) The Cess Act of 1880 prescribes only the maximum 
rate for each cess (road and public works) which is one- 
half anna per rupee of annual value of land or annual 
net profits from mines, quarries, etc. The rate is much 
too low and should be at least doubled as recommended 
by the^Local Finance Enquiry Committee. 

(ii) Originally the income from the road cess was ear¬ 
marked by executive order of Government for expendi¬ 
ture on roads only. Subsequently, however, in pursuance 
of the general policy of Government regarding relaxa¬ 
tion of control over the expenditure of local bodies, the 
restriction was withdrawn. The system of earmarking 
the proceeds of particular taxes for particular purposes 
is beset with many practical difficulties and may stand 
in the way of utilisation of the financial resources of the 
local bodies to the best advantage according to the actual 
requirements of each. It would be far better to regulate 
the application of the District Fund to the different ob¬ 
jects by a judicious exercise of the power of the Divi¬ 
sional Commissioners to sanction the District Board 
budgets. 


As already stated, there is no octroi in \tfest Bengal 
but there is a terminal tax. It is levied at the rate of 
6 pies per head on railway and inland steamer passen¬ 
gers for the benefit of one local authority only, viz., the 
Calcutta Improvement Trust. The tax is imposed on 
passengers travelling to or from places beyond a radius 
of 30 miles from Government House, Calcutta. 

The income of the Trust from this source is of the 
order of Rs. 5J lakhs. The tax is collected by the Rail¬ 
way Administrations and the Steamer Companies along 
with the fare and the net proceeds, after deducting the 
cost of collection at rates fixed by Government, are 
made over by them to the Trust. Collection is easy and 
the cost small and there is little scope for evasion. The 
tax is at present levied on passengers only and not on 
goods. 


The octroi, as already pointed out, is not a very desir¬ 
able or convenient mode of taxation though it is an 
important source of revenue for many local bodies in 
other States. The sales tax may be said to be in effect 
a combination of octroi and the terminal tax. It is a 
direct tax on consumers goods, while octroi and the 
terminal tax on goods are indirect taxes which are 
supposed to enter in the price of the commodities and 
to be shifted to the consumer. The sales tax has already 
been appropriated by the State Government and it will 
be extremely difficult now to raise the rate of this direct 
tax further for the benefit of the local bodies. The objec¬ 
tion to imposition of terminal tax on goods has already 
been explained in connection with the reply to question 

Mn 1 QO — 


Question No. 210 

Does your examination lead to the conclusion that 
both octroi and terminal taxes are unsuitable as forms 
of local taxation and should, therefore, be abolished ? 
If so, what substitutes would you recommend ? Do you 
consider the suggestion that local bodies should be 
allowed to levy surcharges on sales tax feasible and 
desirable ? 


The matter has been fully discussed in connection with 
the replies to Question Nos. 189 and 209 and a substitute 
suggested. 


Question No. 211 


{Hi) A suspension or remission of land revenue does 
not ordinarily affect the collection of cesses. Rule 134 of 
the Bengal Cess Manual, 1939, provides that when a 
proportHg? of the land revenue of an estate is suspended 
or remitted, the cess should not be suspended or remitted. 
When, however, an instalment of land revenue of an 
estate is entirely suspended or remitted, the cess demand 
should also be suspended and realised along with the 
next instalment of land revenue which is actually collec¬ 
ted. In case of wide-spread distress, when the income the 
district board is affected by suspension or remission of 
cesses in full, the district board may be allowed by 
Government to overdraw its balance at the Treasury 
to such extent as necessary on the understanding that 
the overdraft will be recouped when the suspended cess 
is realised. As the above rule appears to be adequate, 
there is no further suggestion to make. 


If your suggestions involve certain modifications in the 
prevailing forms of octroi or terminal tax, what are the 
changes you would recommend ? 

No comments. 


Question No. 212 


What rates of levy , exemptions, procedure 
tion and for refunds and arrangements, if 
“bonding ” would you suggest ? 


for collec - 
any , for 


There is no octroi in West Bengal, As “bonding” 
appears to be necessary in connection with the levy 
of octroi duties, there are no comments to make. 


Question No. 213 * 


(iv) This does not concern West Bengal. 

Question No. 209 

Please state your views on the relative merits of octroi 
and tei'minal tax , in one or more of the forms in which 
they prevail in different parts of the country, from the 
stand-point of — 


should the basis of assessment for octroi be ad valorem 
or by weight, etc. ? How would you provide against pro¬ 
cedural delays and difficulties ? 

No comments. 

Question No. 214 


(i) the local body concerned : e.g., revenue derived 
and, in comparison with it, cost of collection, size 
and complexity of administration, scope for 
evasion , etc.; 


Would an extension of the nationalisation of motor 
transport make it possible to adopt a similar and more 
effective system gf terminal taxes on goods transported 
by road ? 



No comments. 


Question No. 215 

Have you any suggestions to make in regard to the 
better correlation of octroi or terminal tax with allied 
forms of State and Central taxation such as sales tax , 
excises and customs ? 


No comments. Reference may, however, be made to 
the reply to Question No. 189. 


Question No. 216 

Taxation on goods carried by road is only one of the 
item covered by entry No. 56 of the State List , viz., 
“taxes on goods and passengers carried by road or on 
inland waterways ”, Have you any comments or sugges¬ 
tions to make in regard to the utilisation of this entry 
for purposes of local and/or State taxation ? 

If this tax is to be imposed at all, it should be levied 
only at terminal points to counterbalance and check 
evasion of a similar tax on goods and passengers carried 
by rail. 

The tax should preferably be imposed and collected by 
the State and the net proceeds, after deduction of the 
collection charges, made over to the local bodies, along 
with the net proceeds of the terminal tax collected by 
the railways, on such principles and for such purposes 
as may be determined by the State Government. 

Question No. 217 

Should the “pilgrim tax'* levied by certain local bodies 
be more widely adopted ? Do you consider that a suit¬ 
able form of taxation on the floating population in the 
bigger cities can be devised ? 

With the exception of Ganga Sagar, Nabadwip and 
possibly also Tarakeswar (in the Hoogly district), there 
do not appeal to be any important places of pilgrimage 
in West Bengal which attract large numbers of people. 
We have already a pilgrim tax for Ganga Sagar. The 
scope of extension of a similar tax to other places in 
this State seems to be very limited. 

The question of levy of suitable tax on the floating 
population in the bigger cities presents a rather difficult 
problem. The Local Finance Enquiry Committee consi¬ 
dered this problem and suggested the levy of a terminal 
tax on railway passengers in important centres of trade 
and industry and of a special tax on every visitor to 
such centres residing in hotels to be realised as a sur¬ 
charge on the hotel bill (paragraphs 582 and 583 of the 
Report). We have already a terminal tax on railway 
passengers in Calcutta travelling to and from places 
beyond a 30 mile radious and all that is necessary is to 
extend this tax to passengers travelling within this 
range. The rate of the tax which is only 6 pies for 
passengers should also be suitably increased. Nothing 
can, however, be done in this matter unless the Central 
Government agree to sponsor necessary legislation for 
the purpose under Article 269 of the Constitution. 

The proposed tax on visitors living in hotels is unlike¬ 
ly to yield much unless the rate of the tax is pitched 
fairly high. This will, however, be both unpopular and 
inequitable, because the visitor is already paying hotel 
charges which are supposed to include the municipal 
tax paid by the hotel-owner for the accommodation 
used by the former. The idea of levy of a small tax 
per ration card seems attractive on account of the ease 
with which it may be collected. But it is open to grave 
objections. Rationing is not a permanent thing and will 
in all probability cease as soon as the food position 
becomes normal. Besides such a tax will be highly un¬ 
popular as it will fall on the poorest classes as well as 
on those who are already paying municipal taxes. In 
fact, it does not seem possible to devise any satisfactory 
method of taxation of the floating population, other 
than a tax on employments as already suggested under 
Question 189. 


Question No. 218 

What are your views regarding the desirability and 
feasibility of a “poll tax” as a form of local and/or 
State taxation ? 

A small capitation or poll tax on all able-bodied men 
of certain specified ages (say, 18 to 50 years), payable 
either in cash or in the form of compulsory labour for 
a certain number of days at the discretion of the 
assessee, seems to be a suitable form of taxation for 
small units such as village panchayats. It appears to be 
the only means by which the poorest sections of the 
community can be made to contribute something to the 
common good. 


Apart from this, there appears to be no scope for the 
levy of any poll tax for any other class of local body 
or for the State. 

Question No. 219 

(a) Have you any suggestions , not already covered by 
your previous answers e. g., on motor vehicles taxa¬ 
tion), to make regarding the levy of taxes on vehicles , 
animals and boats for purposes of local and/or State 
taxation ? 

(b) Do you consider tolls a suitable form of local 
and/or State taxation ? In what circumstances ? 

(a) No further comments. 

(b) The objection to the levy of tolls is that they 
tend to impede the free flow of traffic—specially motor 
traffic—and thereby cause delay and loss to the travel¬ 
ling public and to the trade. The tolls are, however, 
a suitable form of taxation for recoupment of the cost 
of construction of roads and bridges for which they are 
usually levied ; and unless the local bodies can be given 
adequate financial help for the construction of their 
roads and bridges, it would be difficult for them to give 
up this item of their revenue. 

Question No. 220 

The Local Finance Enquiry Committee recommends 
that the limit of Rs . 250 placed on profession tax by 
the Constitution should be raised to Rs. 1,000. Do you 
agree ? Would you recommend the wider adoption of 
profession tax by local bodies and/or State Govern¬ 
ments ? Which categories of local bodies may suitably 
levy it, and with what safeguards ? (Should the levy be 
compulsory in certain cases , and if so at what minimum 
level ? What modifications, if any , would you suggest 
in the prevailing forms of levy of this tax ? What steps 
would you take for its better correlation with income- 
tax, from the point of view of incidence or for purposes 
of administration , etc. ? 

The first part of this question has already been dealt 
with under Question 185 and this Government agree 
with the recommendations of the Local Finance Enquiry 
Committee that the limit should be raised to Rs, 1,000. 

The profession tax is a suitable form of taxation for 
local bodies, such as City Corporations, municipalities 
and village panchayats operating in comparatively small 
areas and the States Government should not encroach 
in this field. All the local bodies mentioned above should 
be empowered to levy this tax subject to a maximum 
limit for each class of profession to be fixed by statute. 
The levy should be optional in all cases and n<5' mini¬ 
mum rates need be prescribed. 

The present system of levy of this tax (Schedule IV 
of both the Bengal Municipal Act and the Calcutta 
Municipal Act) is rather arbitrary as it is not based on 
any sound principle and takes no account of the taxable 
capacity or income of the payer. The ideal system of 
levy of the tax would be to assess it on the basis of 
income derived from the profession or trade within 
the area of the local authority but the local bodies 
cannot do so unless they are empowered to call for 
returns of income and to verify them. 

It might be possible to correlate this tax with that 
on income and to greatly simplify its assessment and 
collection if it could be levied as a surcharge on income- 
tax levied in each local area at such percentage as 
might be fixed by the local body concerned for each of 
the professions subject to the maximum limit fixed 
by law. Difficulties would, however, arise in assessing 
and apportioning the tax in the case of concerns, like 
Batas, doing business in the areas of many local bodies, 
unless they are, as a special case, taxed at a uniform 
rate to be fixed by the State Government and the pro¬ 
ceeds of the tax allocated to the local bodies concerned 
in proportion to the income derived by the concern from 
the area of each. 


Question No. 221 

Certain local bodies/States levy a “theatre tax ” (on 
each performance , e,g„ each cinema show ) under entry 
No. 33 of the State List . This is in addition to the 
entertainment duty levied by the State Government 
under entry No. 62 of the State List. What are your 
views on the suitability of this tax for more general 
adoption ? 


No such tax is levied by any local body in this State 
and it is not also levied by the State Government. The 
Entertainment tax at present levied by the State is 
already fairly heavy and the scope of any further tax 
on theatres and cinemas seems to be limited. But the 
basis of “annual value” of cinemas, etc., should be 
enlarged as suggested in the reply to question No. 201, 
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Question No. 222 

Have you any suggestions to make regarding the levy 
of betterment taxes by different categories of local 
bodies (e.g., by a municipality in connection with town 
improvement ) ? 


Section 78A of the Calcutta Improvement Act, 1911, 
already provides for the levy of a betterment fee by the 
Calcutta Improvement Trust equivalent to 50 per cent, 
of the increase in value of lands caused by the exe¬ 
cution of an improvement scheme. This is really a tax 
on unearned increment resulting directly from the opera¬ 
tions of the Trust and the power to levy such a tax 
may be given with advantage to the Calcutta Corpora¬ 
tion and the bigger municipalities if they undertake 
schemes for town improvement approved by Govern¬ 
ment. 

Question No. 223 

Have you any comments or suggestions to make on 
any items of local taxation not covered by the foregoing 
questions ? 

No comments. 

Question No. 224 * 

Have you any general suggestions to make regarding 
the fuller utilisation of their tax resources by different 
categories of local bodies ? 

No comments. 

Question No. 225 

Hav>e you any general suggestions to make regarding 
assessment and collection of taxes by different cate¬ 
gories of local bodies with a view to making the ad¬ 
ministration in this respect more efficient and more 
economical ? 


This has already been dealt with under Questions 185, 
193 and 200 so far as the City Corporation and the 
Municipalities are concerned. The important point is 
that the work of assessment of taxes, especially the 
property taxes, should be taken out of the hands of the 
elected members of the local bodies and entrusted to 
an independent expert authority, the local bodies, 
merely fixing the rates at which the taxes should be 
levied. As regards the work of collection the point has 
been examined in connection with reply to Question 
No. 193. 


In the case of bodies, like district boards, administer¬ 
ing a wide area, both assessment and collection of the 
tax on lands (cess) should be done by Government 
agency. In the case of smaller units, like union boards 
and village panchayats, the assessment of taxes should 
be done by a Government agency , if possible, and the 
collection should be done by paid officers of the local 
bodies. 

Question No. 226 

What problems , if any , not covered by the foregoing 
questions , are special to Part B States ? Please state 
how you would deal with them . 

This does not concern West Bengal. 

No comments. 

Question No. 227 

Have you any comments , not already covered by 
your answers to make on the recommendations of the 
Local Finance Enquiry Committee in so far as they are 
relevant to local taxation ? 

No comments. 

Question No. 228 

Should provision be made for manual labour being 
contributed (a) as an additional tax or (b) in payment or 
part-payment of an existing tax , to one or more cate¬ 
gories of local bodies or to State. Governments , in 
furtherance of specific local development or, generally, 
of the development programme of the country ? What, 
in your view t are the possibilities and implications of 
the suggestion ? 

As already noted in connection with some of the 
preceding questions, a capitation tax in the form of 
manual labour for a fixed number of days in a year 
for the execution of local works, such as construction 
of roads, sinking of wells, clearing of jungles, etc., is 
a suitable form of taxation for small units of local 
bodies, such as village panchayats and union boards, 
and is, in fact, the only form of taxation that may be 
imposed on the poorest classes of the community. It 
should, however, be made compoundable and the 
assessee should have full discretion to pay the tax either 
at fixed monetary rates or in the form of manual labour. 
It should be levied as a general tax for development 
works in the rural areas. Its levy may, however, be 
suspended during the agricultural season if it is likely 
to clash with agricultural operations. 

This tax is not, however, suitable for other classes of 
local bodies. 


Supplement to Memorandum II on Local Taxation 

GENERAL PROPERTY TAX i URBAN IMMOVABLE PROPERTY TAX 


The law 

(i) In Calcutta, under section 165 of the Calcutta 
Municipal Act, 1951, a consolidated rate is levied on 
lands and buildings. 

(ii) In the Municipality of Howrah also a consoli¬ 
dated rate is levied on lands and buildings under sec¬ 
tion 24 of the Calcutta Municipal Act, 1923, as extended 
to that Municipality. 

(iii) In other Municipalities a rate on “holdings” is 
levied by the Commissioners of the Municipalities under 
sections 123(l)(a) and 124 of the Bengal Municipal Act, 
1932. 

Main features 

The consolidated rates in Calcutta and Howrah and 
the rate on holdings in other Municipalities are assessed 
on the annual value of properties determined by the 
Municipal Authorities in accordance with the provisions 
laid down in the relevant Acts. One-half of the consoli¬ 
dated rate in Calcutta and Howrah is payable by the 
owner and the other half by the occupier. In the case 
of the other Municipalities- the entire rate on holding 
is payable by the owner of the property. 

Rates of levy 

The consolidated rate in Calcutta is leviable on the 
following graduated scale : — 

Value Maximum 

rate Per cent, 

(i) Where the annual value does not exceed Rs. 15 

1 , 000 . 


(2) Where the annual value exceeds Rs. 1,000 

but does not exceed Rs. 3,000 18 

(3) Where the annual value exceeds Rs. 3,000 but 

does not exceed Rs. 12,000 22 

(4) Where the annual value exceeds Rs. 12,000 23 

Tke maximum percentage may be increased up to 33 
per cent, with the approval of the State Government 
in respect of lands and buildings whose annual value 
exceeds Rs, 3,000, 

A rebate of 3| per cent, is granted for timely payment 
of the consolidated rate and an interest at the rate of 
one pie per rupee per month is charged on arrears. 

(ii) In the Municipality of Howrah, the consolidated 
rate is leviable up to a maximum of 23 per cent, on the 
annual value of lands and buildings. 

(iii) The rate on holdings under the Bengal Municipal 
Act is leviable up to a maximum rate of 10 per cent, 
on the annual value of holdings except that in the 
Municipalities of Darjeeling and Kurseong, it may be 
levied up to 15 per cent, of such annual value (section 
124). 

Normally the gross annual rental of a holding at 
which it may reasonably be expected to be let is to be 
taken as its annual value. But if such rental cannot be 
easily estimated or ascertained, the annual value shall 
be deemed to be an amount not exceeding 7i per cent, 
on the value (ie., market value) of the building or 
buildings on the holding plus a reasonable ground rent 
for the land comprised in it. Where the market value 
of the building or buildings on such holding exceeds 
Rs. 3 lakhs, the rate to be levied in respect of the por- 
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tion of such value as is in excess of the said amount* 
shall not exceed one-half of the general rate of levy 
determined by the Municipal Commissioners. This con¬ 
cession is applicable to the rate on holdings as well as 
to the water, lighting and conservancy rates. 

The actual percentage at which the rate is to be 
levied each year, is determined by the Municipal Com¬ 
missioners before the close of the year next preceding 
the year to which the rate applies (section 135). 

Administration 

In Calcutta and Howrah, permanent Assessment 
Departments are maintained by the municipal authori¬ 
ties, Revision of assessment of lands and buildings is 
made every six years except when new buildings or 
alterations to existing buildings require new assessment 
alterations to existing buildings require new assessment 
the city of Calcutta and the Municipality of Howrah 
have been divided into blocks so that the assessment 
staff can do their work block by block and remain 
permanently engaged, all the blocks being finished in 
a cycle of six years. 


Objections to assessment are heard and disposed of in 
Calcutta by the Commissioner £i.e., the Chief Executive 
Officer), or a Deputy Commissioner of the Corporation 
or by an officer appointed by the Corporation with the 
approval of the State Government, and in Howrah by 
a Committee of the Municipal Commissioners. In both 
cases there is provision for a first appeal to the Court 
of Small Causes, and for a second appeal to the High 
Court. 


In the other Municipalities, the assessment is revised 
once every five years by an Assessor appointed by the 
Municipal Commissioners from a list of qualified persons 
maintained by Government. Objections to the assess¬ 
ment are heard and determined by a Committee of the 
Municipal Commissioners. The decision of this Com¬ 
mittee is final and there is no provision for any appeal. 


The collection of the rates is made everywhere by 
the municipal staff under the supervision of the muni¬ 
cipal executives* 


Receipts 




1947-48 

1946-49 

I 949 ’ 5 ° 

I 95 °‘ 5 I 



Rs, 

Rs. 

Rs. 

Rs, 

(i) Consolidated rate in Calcutta 


• 2,19.50.634 

2,56,26,181 

2,66,78,201 

2 , 93 , 99 , 59 ° 

(») Consolidated rate in Howrah .... 

■ 

, 22,07,220 

28,59,410 

28,33,054 

Not 

available. 

(iff) Holding rate in other municipalities , 

. . , , 

25,04,551 

28,90,355 

28,61,491* 

Not 





available* 

•Figures iacomplet*. 

Arrears 








1947-48 

1948-49 

1949 - 5 ° 




Rs. 

Rs. 

Rs. 

(t) Consolsdated rate (Calcutta Corporation) * 


* 

•• 

25,71,464 

34,86,143 

(ft) Consolidated rate (Howrah Municipality) 



22,62,561 

17,38,258 

19,65,812 

(lit) Holding rate (other municipalities) . 



Separate figures not available. 


Service taxes Main features 

The service taxes under the Bengal Municipal Act 
cannot be levied in any area unless and until arrange¬ 
ments have been made for rendering the specific 
services for which the rates are to be levied. 

By an amendment in 1951 provision has been made 
for the grant of a rebate of 25 per cent, of the con¬ 
servancy rate in respect of any holding which is pro¬ 
vided with sanitary type of latrines and with no service- 
privy or service-urinal. 

Rate of levy 

The water, lighting and conservancy rates can be 
levied up to a maximum of 7J per cent,, 3 per cent., 
and 10 per cent., respectively, on the annual value of 
holdings (sections 125 and 126 of the Bengal Municipal 
Act, 1932). y 

Administration 

Same as in the case of the “rate on holdings” levied 
under the Bengal Municipal Act, 1932. 


The Law 

In Calcutta and the town of Howrah, no separate 
taxes for services are levied, these taxes being included 
in the consolidated rate. A scavenging tax is, however, 
levied under section 222 of the Calcutta Municipal Act, 
1951, on persons who carry on certain specified trades 
and on owners of markets. 


Under section 123 of the Bengal Municipal Act, 1932, 
the following service taxes are levied in other municipal 
arears : — 

(a) Water rate. 

(b) Conservancy rate. 

(c) Lighting rate. 


Receipts 


(i) Water rate 
(a) Lighting rate 
(3) Conservancy rate 

Scavenging tax 


Municipalities 


Calcutta Corporation 


1947-48 

1948-49 

> 949-50 

1950-5 1 

Rs. 

Rs. 

Rs. 

Rs. 

9,71,589 

10,86,013 

11,49,526* 

Not avail¬ 
able. 

3,46,187 

4 .»i ,259 

4,54,301* 

Ditto. 

15,81,560 

19 , 6 i ,743 

20,31,908* 

♦Incomplete. 

Ditto. 

73,619 

59,822 

78,116 

69,854 
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Arrears 

Separate figures for arrears of these rates and taxes 
are not readily available. 

Loal Fund Cess 

A road cess and a Public Works Cess are levied under 
the Cess Act, 1880 (section 5). 

Main features 

The road cess is collected by Government and the 
net proceeds go to the District Board Fund. The Public 
Works Cess is also collected by Government and the 
net proceeds are made over to the District Boards in the 
form of grant-in-aid. These cesses are levied on the 
basis of the annual value of land or annual net profits 
from mines, quarries, etc. 

Rate of levy 

Both these cesses are leviable at a rate not exceeding 
half an anna on each rupee of the annual valuation or 
profit mentioned above. 

Mode of collection 

The cess is collected along with the land revenue by 
the S'am e agency. 

Re ceipts (Road Cess, Public Works Cess together). 


Rs. 

1947- 48 >.29,21,821 

1948- 49 . ...... 35,42,001 


[For further details please see Memorandum No. Ill— 
pages For education cess please see Memo¬ 

randum I, page f 0 and also Memorandum III—page 

11 .] 

Octroi 

Not levied in West Bengal. 

Termiftal Taxes 

In West Bengal a Terminal Tax is levied under the 
Calcutta Improvement Act, 1911 (section 83). 

Main features 

The tax is imposed on passengers travelling by train 
or steamer to or from places beyond a radius of 30 
miles from Government House, Calcutta. This tax is 
levied for the benefit of only one local authority, viz., 
the Calcutta Improvement Trust, 

Kate of levy 

The tax is levied at the rate of half-an-anna in respect 
of each journey made by a person In the case of 
suburban season-ticket holders, it is levied at the rate 
of six annas per month. 

Mode of collectfcn 

The tax is collected by means' of a surcharge on fares 
by the Railway Administration or the owner of the 
vessel as the case may be, and paid to the Calcutta 
Improvement Trust after making deduction of the ex¬ 
penses incurred for its collection. 


Receipt 



Rf. 

1948-49 . 

2,96,000 

1949-50 • 

5>33»95° 

1950-51 • 

4,30,600 

1951-52 ■ 

5,44,000 


Taxes on goods and passengers carried by road or on 
inland waterways. 


Not levied in West Bengal. 

Pilgrim Tax 

The Law 

The only case of pilgrim tax levied in West Bengal 
is the one under the Gangasagar Mela Act, 1953. 

Main features 

This tax is levied by the 24-Parganas District Board 
on every person attending the Gangasagar Mela except 
on Sadhus, Sannyasis and beggars, for taking measures 
for health, safety and welfare of persons attending the 
said Mela. 

Kate of levy 

The tax is leviable at a rate, not exceeding one 
rupee on each person, as may be determined by the 
District Board. The tax is collected by the District 
Board staff on the mela ground. 

# Receipt 

Figures not available. 

Tax on floating population in the bigger cities. 

Not levied in West Bengal, 

Poll Tax 

Not levied in West Bengal, 

Taxes on vehicles» animals and boats. 

The Law 

Section 168 of the Bengal Municipal Act, 1932, and 
section 208 of the Calcutta Municipal Act, 1951, provide 
for the levy of a tax on carriages and animals by the 
Municipalities and the Corporation of Calcutta, respec¬ 
tively. 

Main features 

This tax is levied only in respect of carriages and 
animals kept or used within the municipal areas. 

Rate of levy 

(1) In Municipalities the maximum rate varies from 
Rs, 1-8-0 to Rs. 9 per half year, 

(2) In Calcutta the maximum varies from Rs. 4 to 
Rs, 24 per half year. 

Mode of levy 

The tax is payable by the owner half-yearly in 
advance to the Municipality concerned or the Corpora¬ 
tion as the case may be. 


Receipts 


-, 

1947-48 

1948-49 

1949-5° 

*95°“5* 


Rs. 

Rs. 

Rs. 

Rs. 

( 1 ) Municipalities (including Howrah) ..... 

i,53=4 8 9 

L77.503 

1 , 56,817 

Not available. 

( 2 ) Calcutta Corporation ....... 

5-39>94 8 

5 , 41,826 

5>39> 8 43 

5^8,253 


Tolls 

The Law 


District Boards may also establish toll bars and levy 
tolls on roads and bridges under the Bengal Local Self- 
Government Act, 1885 (section 86 A). 


Tolls may be levied in respect of ferries or bridges 
under the Bengal Municipal Act, 1932 (sections,192, 194, 
199 and 200). 

Tolls on roads may be levied by the Calcutta Corpo¬ 
ration under the Calcutta Municipal Act, 1951 (section 
365). 
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Main features 

The abovementioned tolls can be levied, with the 
sanction of the State Government in each case, solely 
for the purpose of recovering the expenses of construc¬ 
tion or maintenance of the roads, bridges and ferries* 
as the case may be, 
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Rate of levy 

The rates of the tolls may be fixed by the local bodies concerned subject to the approval of the State Govern¬ 
ment. 


Receipts 



1947-48 

1948-49 

>949-50 

i 95 °- 5 * 


Rs. 

Rs. ‘ 

Rs, 

R». ' 

£i) Municipalities ....... 

.a. 10,779 

2,18,827 

, 4 > 95*795 

• * 

(2) District Boards ....... 

.2,20,784 

3,52,114 ] 

1 Not available. .. 

(3) Calcutta Corporation ...... 

. 

•• 


28,825 


T 


Profession Tax 

The Law 

In Municipalities, a Profession tax may be levied by 
the Municipal Commissioners under the Bengal Muni¬ 
cipal Act, 1932 [section 123(1) (f)], on persons exercis¬ 
ing certain trades, professions and callings mentioned 
in Schedule IV to the Act. 

In Calcutta, this tax is levied under the Calcutta 
Municipal Act, 1951 (section 218), on every person who 
exercises any of the trades, etc., mentioned in Schedule 
IV to the said Act. 

In Howrah the same is levied under section 175 of 
the Calcutta Municipal Act, 1923, as extended to that 
Municipality. 


Rate of levy 

The maximum rate of levy under the Bengal Muni¬ 
cipal Act varies from He, 1 to Hs. 200 per half year 
according to nature of the trade, etc., the capital 
invested in the business and the valuation of the place 
of business. 


Under the Calcutta Municipal Act maximum rate 
levy varies from Hs. 3 to Rs. 500 per year, 


Mode of levy 

The assessee has to pay the said tax half-Ar ea rly ifi 
the case of a municipality and annually in tlfte case of 
the Corporation in advance, as a fee for tailing out a 
license for carrying out the trade, etc. 


Receipts 


(1) Municipalities (including Howrah) 

(2) Calcutta Corporation . 


I947-4 8 1948-49 

R«. Rs. 

4>°3j538 5)57>75 t 

I 9 > 77 »fa 5 *5,58,19* 


*949-5° i95 0 -5i 

Rs. Rs. 

5 * 90,679 

2 5>73>859 26,64,015 


Theatre Tax 

Not levied in West Bengal, 

Town improvement and other “betterment” Taxes. 

The Law 

“Betterment fee” is levied only in Calcutta under 
the Calcutta Improvement Act, 1911 (section 78A), 

Main features 

This fee is levied by the Calcutta Improvement Trust 
on lands the value of which is increased as a result 
of the execution of any improvement scheme. The fee 
is assessed by the Trust and in case of dispute the 
same is settled by Arbitrators, 

Rate of Levy 


Rate tyf levy 

Two per cent* on the va^ue of the property involved, 
Receipts 


1948-49 

*949-5° 

*95°-5* 

1951-52 


R.S. 

8,67,167 

ii, 4 r, 4 ii 

9>4 7> 6 92 

12,86,361 


Union Rate 


One-half of the increase in value of the land resulting 
from the execution of an improvement scheme. 


Receipts, 

Year 


Rs. 

1948-49 . 

. 

* 1,12,900 

1949-50 . 

• 

7,800 

* 950-5* • 

. 

16,000 

1951-52 • 

. 

27,700 


Additional Stamp Duty on transfers of property. 


1 fie i^aio 


The union rate is levied* by the Union Boards under 
sections 37 and 38 of the Bengal Village Self-Govern- 
ment Act, 1919, 


Main features 

This rate is leviable annually on persons who are 
owners and/or occupiers of buildings within a union, 
according to their circumstances and property (if any) 
withm the union. The assessment and collection of the 
rate is made by the Union Board, the District Magis¬ 
trate having power to revise the assessment if he consi¬ 
ders necessary (section 40). 


The Law 

Besides the betterment fee referred to above, an addi¬ 
tional Stamp Duty on certain transfers of immovable 
properties is levied under section 82 of the Calcutta 
Improvement Act, 1911, for the benefit of the Calcutta 
Improvement Trust. 

Main features 

This additional Stamp Duty is imposed on instru¬ 
ments of sale, gift and usufructuary mortgage of proper¬ 
ties situated in Calcutta only and is collected along with 
the duty leviable under the Indian Stamp Act by Gov¬ 
ernment agency. The net proceeds, after deduction of the 
cost of collection, are made over to the Calcutta Improve¬ 
ment trust. 


Rate of levy 

The rate of levy is fixed by the Union Board every 
year according to its reuuirements and the amount 
assessed upon any person in a year cannot exceed 
Rs. 84, 

Receipts 

Year 
x 947-48 
1948-49 
*949‘5° 


Rs. 

35> 6 4>2a6 

40,87,625 

43,13174s 
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I, General Note on Land Revenue 

1. The State of West Bengal as constituted after the 
partition consists of an area of 30,690 sq. miles out of 
which 77 per cent, is covered by the Permanent Settle¬ 
ment and the balance by temporarily settled and 
Government estates. 


(In thousands of rupees.) 



1948-49 

* 949 * 5 ° 

I 95 °" 5 * 

* 95 I " 5 2 

*952-53 

(Revised) 

* 953-54 

(Budget) 

(i) Land Revenue 

(a) Tax Revenue (Excluding shares of Central taxes) 

*.91.97 

19,61,14 

1,77,86 

20,59,3* 

2 ,I 3>24 

21,66,08 

2,09,88 

23,28,80 

2,10,23 

22,50,12 

2,09,57 

22 , 39 , 6 * 

(3) Total Revenue .*«•*** 

3 *,76,53 

34,01,44 

34,30,28 

38,58,84 

38,29,5* 

38,15,87 


Figures of land revenue during the pre-war and pre¬ 
partition periods are not readily available and they 
have no bearing on the present land revenue demand 
of the State.^ 

Collection of land revenue, total State tax revenue 
and total revenue of the State for the years 1948-49 to 
1951-52 are given below : — 


The increase in collection of land revenue as from 
1950-51 is due to the merger of Cooch Behar State with 
West Bengal. 

The revenue of the permanently settled estates is 
fixed in perpetuity and is therefore unalterable. The 
land revenue payable for temporarily settled and 
Government estates is revisable after a period of 15 
years but as all the provisions for enhancement of rent 
have been suspended under law for a period of 20 years 
with effect from the 27th August 1937, the land revenue 
of these estates has also remained unaltered since 
August 1937. 

2A. In permanently settled and temporarily settled 
estates the land revenue is assessed for each individual 
estate as a whole. The demand is a fixed sum payable 
in perpetuity for a permanently settled estate and for 
a term of years in temporarily settled estates. There is 
no fluctuating or other type of demand of land revenue 
in this State. 

In respect of estates managed direct by Government 
rents are payable by tenants direct to Government. 
These receipts are counted as land revenue and ordi¬ 
narily are revisable according to certain fixed principles 
after a period of 15 years. As already stated such 
enhancement has been suspended for a period of 20 
years since August 1937. 

2 B, This is covered by paragraph 1. 

3 and 4. (1) Permanent Settlement in Bengal. —It is 
perhaps needless to trace the Revenue history of this 
State to any period earlier than the British Rule which 
through its agency of the East India Company started 
with the assumption that “all the soil belonged in 
absolute property to the Sovereign and that all private 
property in land existed by his sufference”. With this 
idea several experiments in reforming the revenue 
system were made as a result of which a large number 
of zemindars were dispossessed of their estates and 
deprived of their rights and privileges. And within a 
period of 20 years such an intolerable situation had 
been created in the country that the British Parliament 
had to intervene and pass the Regulating Act of 1784 
directing a reversal of the policy. This ultimately led 
to the passing of the Permanent Settlement Regulation 
of 1793 which is the greatest land mark in the revenue 
history of Bengal. But it did not in fact create any 
new right for the zemindars which they did not pre¬ 
viously possess excepting the fact that irrespective of 
origin all zemandars were placed under the same cate¬ 
gory and their assessment fixed in perpetuity. The lands 
of the estate were also declared transferable without 
previous sanction of the Government and in place of 
the more rough and ready method of realising arrear 
revenues a more humane rule of sale of the estates 
was adopted. 

As British rule was first established, the authorities 
were soon persuaded of the unwisdom of the Permanent 
Settlement. Thereafter no more area was permanently 
settled, although the discussion over the subject was 
periodically revived in one province or the other. And 
finally in 1883 the Secretary of State for India issued a 
definite direction rejecting the policy of Permanent 
Settlement pure and simple. 


(2) Alienated dnd Resumed Lands. —No sooner was 
Permanent Settlement concluded with the zemindars 
than the question of the treatment of alienated lands 
forced itself on the attention of the authorities. From 
the earliest times lands had been alienated in favour 
of individuals for meritorious service or for charitable 
or religious purposes as revenue free ( Lakhiraj) by the 
sovereign authority. Likewise lands were alienated by 
the zemindars without the authority of the Government. 
During the period of confusion that followed the termi* 
nation of the Mogul rule a good deal of unauthorised 
alienations took place under fraudulent or forged grants. 
This continued even up to the period of the decennial 
settlement which preceded the Permanent Settlement 
and the authorities were anxious to check further 
alienations as well as to ascertain the genuine character 
of the alienations already made. Thus at the time of 
the decennial settlement, large quantities of unas¬ 
certained lands were left unassessed, They were classed 
under two heads, the one claimed to be held under 
Badshahi or Mohomedan Imperial grants and the other 
as non-Badshahi grants. In the Permanent Settlement 
regulations of 1793 powers were reserved to Govern¬ 
ment to impose equitable assessment on all alienated 
lands paying no public revenue which had been or 
might be proved to be held under illegal or invalid 
ifcitlfes, It was also provided that the assessment so 
imposed shall belong to the Government. Thus Regula¬ 
tion XIX and XXXVII of 1793 declared that all Revenue 
Free grants of lands whether Badshahi or not, made by 
whatever authority previous to 12th August 1765 shall 
be considered as valid provided the grantee actually 
obtained possession of the land previous to that date 
and had not been subsequently subjected to payment 
of revenue. But all grants which might have been made 
since the 12th August 1765 and previous to 1st December 
1790 by any authority other than that of Government 
were declared invalid excepting the grants of areas less 
than 100 bighas made before the Bengali year 1178 (13th 
April 1770) the produce whereof was appropriated to 
religious or charitable purposes. 


As regards grants of lands exceeding 100 bighas 
alienated previous to 1st December 1790, the Govern¬ 
ment reserved the right to resume and assess the lands. 
If the grant was made previous to the Bengali year 
1178 (13th April 1770), the revenue payable to Govern* 
ment was to be equal to half the annual produce cal¬ 
culated at the rates at which other lands in the pargana 
of a similar description might be assessed, but if the 
grant was made subsequent to that date, the revenue 
was to be assessed at full rates. In either case the 
revenue should be fixed in perpetuity. In respect of 
areas less than 100 bighas and covered by one grant 
the right of resumption vested in the proprietors or 
dependent talukdars and the assessment thereof to be 
made on the same principles as above belong to the 
person responsible for the payment of the Government 
revenue for the estate within the ambit of which the 
lands might be situated and such person were not to 
be held liable for any additional revenue on this 
account. All revenue-free grants made since 1st Decem¬ 
ber 1790 or that might hereafter be made by any other 
authority than that of Government were declared null 
and void irrespective of the length of possession, either 
with regard to the property in the soil or the rests of 



it, and the right to resume or annual such grant was 
given to the proprietors and dependent talukdars who 
were not to be assessed to any additional revenue on 
that account. 

Thus as a result of the specific provisions of the 
Regulations referred to above a large number of 
Revenue-tfree estates were created out of the valid 
Lakhiraj grants. At the same time large areas were 
also resumed and assessed to revenue in perpetuity. 

(3) Government Estates and Temporarily Settled 
Estates ,—After the Permanent Settlement several new 
estates were created with Government or private per¬ 
sons as proprietors. As the policy of Permanent Settle¬ 
ment was abandoned, these newly created estates were 
never permanently settled. Thus they are liable to peri¬ 
odical revision of land revenue. 

The proprietary rights vest in Government in the 
case of the following lands: — 

(1) Waste lands brought under cultivation since 
1793 and not included in any permanently 
settled estate. 

(2) Chars or Islands thrown up in large navigable 
river (the bed of which is not the property of 
an individual) or in the sea and the channel 
of the river or sea between such island and 
the shore may not be fordable* 

(3) Lands purchased or acquired by Government. 

(4) Land escheated in default of legal heirs or 
claimants. 

(5) Lands forfeited to Government for certain 
offences against the State. 

(6) Resumed police lands in consequence of the 
Zemindars having been relieved of police 
duties. 

(7) Lands not included within the ambit of an 
estate at the time of Decennial Settlement and 
in which Government has not subsequently 
recognised the proprietary right of any indi¬ 
vidual. 


Lands coming under the following categories are 
temporarily settled private estates ; — 

(a) Lands which were not settled with the pro¬ 
prietors at the time of Decennial Settlement on 
account of their unwillingness to accept the 
revenue demand and as such let out to farmer 
or kept under Government management. 

(b) Alluvial accretion to estates provided they are 
not reformations in situ of estates already 
permanently settled. 

(c) Lands which at the time of the decennial settle¬ 
ment were not included into any estate but 
in which Government subsequently recognised 
the proprietary right of some individual. 

(4) Intermediaries .—It is said that during the Hindu 
period the intermediate holders between the Sovereign 
and the cultivators were almost unknown. They 
gradually came in during the Mohomedan rule and 
their number considerably increased about the time of 
the downfall of the Moghul power and the 1st part 
of the British rule and in course of time subordinate 
tenures of lower grades were also created. Thus at the 
time of the Decennial Settlement a large number of 
such intermediate tenures was found to be in existence 
and they were recognised as dependent taluks. The 
economic necessities of the Permanent Settlement gave 
a further impetus to the system of sub-infeudation. 

The estates in which the difference of the rent-roll 
and the revenue demand is substantial offer greater 
scope for sub-infeudation. There is more of sub-infeuda¬ 
tion in permanently settled estates than in temporarily 
settled private estates. This is a direct proof that the 
permanent settlement encouraged sub-infeudation. The 
general habit and temperament of the landholding 
classes has also largely accelerated the process. In this 
way a class of permanent tenures, known as Patni 
Taluks were created in large numbers, and extensive 
tracts were leased out by the Zemindars permanently 
and these were legalised by Act VIII of 1819. Sub¬ 
infeudation to any length is possible simply because 
under the existing law no minimum percentage of profit 
for a sub-tenure has been prescribed and there is no 
provision to invalidate a tenure with less than a mini¬ 
mum profit. The necessitous landlords generally create 
sub-interests on receipt of high premium which' reduces 
their own profit. But there are various other causes 
C it eub-infeudation the more important of which are : — 


(1) Reclamation or development leases of waste 
lands for bringing the area under cultivation 
by establishing tenants ; 

(2) Leases created in favour of powerful persons 
in order to bring the refractory tenants under 
control ; 

(3) Assignments made to cover family arrange¬ 
ments or to compromise litigations. 

The operation of these factors has produced various 
degree of sub-infeudation in the different districts. 

Sub-infeudation has not been confined to tenures only 
but it has gone below the raiyats. Thus there are at 
present even 3rd or 4th grade under-raiyati holdings 
although the class of tenant known as under-raiyat was 
for the 1st time recognised in the Bengal Tenancy Act 
of 1885. In this case the main operative causes are: — 

(1) economic necessity ; 

(2) difficulties of cultivation ; and 

(3) lands getting into the hands of non-cultivating 
owners. 

In this way a land system has been evolved which 
has associated a large number of persons with land and 
at the same time it' has widened the gap between the 
zemindars and the cultivating tenants. 

(5) Development of Tenancy Rights. —The first legis¬ 
lative measure undertaken after the promulgation of 
the Permanent Settlement Regulation of 1793 for defin¬ 
ing and safeguarding the different classes of tenants 
was the passing of the Rent Act of 1859. 

This Act contained a more or less exact definition of 
the different classes of raiyats and of the rights which 
it was thought expedient to confer on them, besides, 
providing a procedure for the trial by Revenue Officers 
of questions arising between landlords and tenants. It 
also declared that those tenure-holders and raiyats who 
had held at rates of rent which had not been changed 
since the Permanent Settlement were declared entitled 
to hold for ever at those rates. If the rates of rent had 
not been changed for 20 years, it was to be presumed 
that it had not been changed from the time of the 
Permanent Settlement and every raiyat who had culti¬ 
vated or held land for 12 years was declared to have 
a right of occupancy in the land, so long as he paid 
the rent. Other raiyats not having rights of occupancy 
were declared entitled to Pattas only at such rates as 
might be agreed upon between them and their landlords. 
The right of occupancy carried with it two privileges ; 
(1) the raiyat could not be evicted except for non-pay¬ 
ment of rent and conviction could be effected only 
through the Court; (2) his rent in case of dispute was 
to be fixed by the Court and rent could not be enhanced 
except through the Court after service of notice and in 
accordance with certain fixed principles. 

The Act declared that the produce of the land was to 
be held to be hypothecated for the rent payable in 
respect thereof. But the right of distraint was limited 
to the recovery of rent due by the cultivator for not 
longer than one year, and no distraint was allowed for 
any sum in excess of the rent payable for the same land 
in the preceding year, unless a written engagement for 
the payment of such excess had been executed by the 
tenant. Before distraint the landlord was required to 
serve the defaulter with a written demand. 

The Act was, however, found to be unworkable in 
many respects. So far as provision for enhancement was 
concerned, the landlords were practically debarred from 
obtaining any share of the increased profits resulting 
from the rise in prices and increased prosperity of the 
country. Any attempt on their part to obtain higher 
rents was promptly resisted and in some districts the 
raiyats combined to refuse to pay rent. The zeminders 
also found it difficult to realise the raiyats’ share of the 
newly imposed road and public work cesses while they 
were responsible for punctual payment of the same to 
Government. There was thus a wide-spread agrarian 
discontent and the unsettled relations between the land¬ 
lords and raiyats were brought into prominence by 
countrywide disturbances which actually took place 
in 1873. The immediate cause of the trouble was 
reported to be due to the zeminders’ anxiety to consoli¬ 
date the cesses with the rents and at the same time 
obtain a large increase of rent. To deal effectively with 
these troubles the Agrarian Disputes Act, VI of 1876, 
was passed which remained in force for 3 years. Ulti¬ 
mately in 1879, the Government of India sanctioned the 
appointment of a Commission with instructions to pre¬ 
pare a digest of the existing statute and case law relat¬ 
ing to landlord and tenant and to draw up a consolidat¬ 
ing Bill. The report and a draft Bill of the Commission 
were presented in 1880. The Bengal Tenancy Act of 
1885 was based on this draft though it was revised at 
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successive stages. This Act of 1885 as modified by some 
subsequent amending Acts now regulates the relations 
between the landlords and tenants and the most remark¬ 
able feature of this Act is that it has provided for the 
preparation of a record-of-rights of landlords and 
tenants—a necessity which was keenly felt ever since 
the Permanent Settlement, 

The rights of raiyats under this Act have been greatly 
enlarged and perfected by several amending Acts of 
recent years while there has been a corresponding 
curtailment of the rights and privileges of the landlords. 
At present a raiyat practically enjoys all the elements 
of proprietary rights. He has absolute right to transfer 
and subject his holding. He cannot be evicted except 
in execution of a decree for ejectment passed on the 
ground that he has used his holding in a manner which 
renders it unfit for the purposes of the tenancy. There 
is also a statutory bar for a period of 20 years since 
1937 to enhancement of rent. In fact there is hardly any 
better right which a raiyat can be persuaded to acquire 
on payment of premium or consideration to his land¬ 
lord. An under-raiyat also enjoys very valuable rights; 
he cannot be evicted at the will of his landlord if he 
has acquired occupancy right by local custom, or is in 
occupation for a period of 12 years or has a homestead 
on his holding. 

(6) Proposed change in the System of Land Tenure . 
The question of a radical change in the land tenure 
system of the country which is the outgrowth of the 
Permanent Settlement has been agitated for many years 
and there has been much controversy regarding it es¬ 
pecially ever since the publication of the report of the 
Land Revenue Commission which was set up in Bengal 
in 1938 to examine the system in its various aspects 
The majority of the Commission recorded its considered 
opinion that the zemindari system was no longer suited 
to the conditions of the present time and that it had 
developed too many defects to serve any national 
interest. Accordingly it recommended that in case a 
practical scheme could be devised to acquire the 
interests of all classes of rent-receivers on reasonable 
terms, the policy should be to aim at bringing the 
actual cultivators into the position of tenants holding 
directly under Government. 

It is recognised on all hands that the trend of tenancy 
legislation in recent years has accelerated the process 
of disintegration of the rural economic structure. The 
cultivators as a body have to work on very meagre 
resources which are continually dwindling on account of 
an ever-increasing pressure of population on land. 
There is not enough of cultivable land to support the 
country's teeming millions. Only one-fifth of the culti¬ 
vators have just sufficient land for maintaining their 
families in moderate comfort, two-fifths are petty 
owners with an area of less than 2 acres and the remain¬ 
ing carry on a miserable existence as bargadars or agri¬ 
cultural wage-earners. The unrestricted right of transfer 
and sub-letting of occupancy holding has facilitated the 
passing of lands into the hands of non-agriculturists. 
As a result, the numbers of rack-rented cultivators and 
landless labourers are increasing by leaps and bounds. 

The Government have accordingly taken a decision 
to bring about a radical change in the land tenure 
system of the country and with this end in view a Bill 
for acquisition of all rights of intermediaries in estates 
has been introduced and referred to a joint Select Com¬ 
mittee of the Legislature of this State. This will be 
followed up by a comprehensive measure of land 
reforms so as to secure the following objects, namely: — 

(1) to confer on the cultivating raiyats all the rights 
of ownership with such limitations as well en¬ 
able them to retain the right of occupancy ; 

(2) to subject land to a more rational system of 
assessment; 

(3) to provide for lands being held only by the 
bona fide cultivators or co-operative societies 
or corporation of actual farmers by preventing 
transfer of lands to non-agriculturists and by 
interdicting sub-Zetting except in the case of 
certain types of disability for personal culti¬ 
vation ; 

(4) to secure of fair distribution of land by putting 
a maximum limit to the size of the holding 
of a cultivator; 

(5) to provide each cultivator with an economic 
holding and to make it as compact as possible 
by consolidation ; 

(6) to ensure economic cultivation by prescribing 
the minimum size of an impartible farming 
unit; and 

(7) to create facilities for adoption of the co-opera¬ 
tive method of cultivation. 


(7) Effect of the proposed changes oil Land 
Revenue ,—The financial results of the abolition of the 
zemindari system will depend mainly on the extent of 
compensation which will be paid whether in cash or 
annuity bonds for acquisition of the interests of inter¬ 
mediaries. Some tentative accounting has been made 
on the basis of the rates of compensation and the 
manner in which it has been proposed to be paid. It 
does not indicate any immediate prospect of any sub¬ 
stantial financial gain. Any increase of revenue by an 
incerase in the assesment of land will also be difficult 
to secure at least for many years to come or until there 
has been a marked improvement in the economic condi¬ 
tion of the cultivators. After v a period of 20 or 25 years, 
however, when all the annuity bonds will be 
liquidated, there may be an increase of land revenue 
receipts to the extent payment is annually made for 
these annuity bonds. Even then it will largely depend 
upon the machinery that is set up for the purpose of 
collection of land revenue. It may also be visualised 
that with the State acquisition of all intermediary 
interests and the consequent simplification of the land 
tenure system, there will be a fall in stamp revenue. 

The rates of compensation proposed in the West 
Bengal Estates Acquisition Bill, 1953, which is now 
before the State Legislature, are given in the table 
below : — 


Table 


Net Inome 

Amount of compensation 
payable. 

For the first Rs, i,ooo less 

Fifteen times the net income. 

For the next Rs. 2000 . 

. Thirteen times the net in¬ 
come. 

For the ext Rs. 5,000 

Eleven times the net income. 

For the next Rs. 10,000 . 

Nine times the net income. 

For the next Rs. 25,000 

Seven times the net income. 

For the next Rs. 50,000 

Five times the net income. 

For the balance of the net income. . 

Four times the balance of 
the net income. 


These rates are subject to modification by the Joint 
Committee and the Legislature, 

5. In temporarily-settled estates held by private 
individuals or Government estates revision of land 
revenue is made in accordance with the following proce¬ 
dure and principles: — 

There are two stages in the operation— 

(i) settlement of fair and equitable rent of all 
classes of tenants, and 

(ii) settlement of land revenue. 

A record-of-right is at first prepared under the Bengal 
Tenancy Act in respect of all lands of the estate which 
is under revision of land revenue and then the Revenue 
Officer settles fair and equitable rent for tenants of 
every class in any one or more of the following ways,— 

(a) he may record the rent agreed to between the 
landlord and the tenant if he considers it to 
be fair and equitable; 

(b) he may settle rent on the basis of a table of 
rates for each class of land in any local area ; 

(c) he may settle the rents by maintaining the exist¬ 
ing rentals recorded in the record-of-rights or 
by enhancing such rentals : 

Provided that in making such settlement he shall have 
regard to the principles laid down in the Act, namely,— 

(i) the money rent of an occupancy raiyat may be 
enhanced by contract subject to the following 
conditions : — 

(a) the contract must be in writing and regis¬ 
tered; 

(b) the rent must not be enhanced so as to 
exceed by more than annas 2 in the rupee 
the rent previously payable by the raiyat; 

(c) the rent fixed by a contract shall not be 
liable to enhancement during a term of 
15 years from the date of the contract; 



722 


(ff) the money rent of an occupancy raiyat may be 
enhanced on the ground that the rate of rent 
paid by the raiyat is below the prevailing rate 
paid by occupancy raiyat for land of a similar 
description and with similar advantages in the 
same village or in the neighbouring villages; 

(a) there has been a rise in the average local 
prices of staple food crops during the 
currency of the present rent; 

(b) the productive powers of the land held by 
the raiyat have been increased by improve¬ 
ment effected at the expense of the land¬ 
lord or by fluvial action; 

(tit) the rent of an occupancy raiyat may be 
reduced on the ground that— 

(a) the soil of the holding has without the 
fault of the raiyat become permanently 
deteriorated by a deposit of sand or other 
specific cause, sudden or gradual; 

(b) there has been a fall not due to a tempo¬ 
rary cause in the average local price of 
staple food crops during the currency of 

the present rent; 

(c) the landlord has refused or neglected to 
carry out arrangements in respect of the 
irrigation or the maintenance of embank¬ 
ments which were in force at the time 
when the land was settled and the soil of 
the holding has thereby deteriorated; 

(iv) where the rent of tenure-holder is liable to 
enhancement it may, subject to any contract 
between the parties, be enhanced up to the 
limit of the customary rate payable by persons 
holding similar tenures in the vicinity. Where 
no such customary rate exists, it may be en¬ 
hanced up to such limit as may be considered 
fair and equitable and in determining what is 
fair and equitable the tenure-holder shall be 
left with a profit of not less than 10 per centum 
of the balance which remains after deducting 
from the gross rents payable to him the ex¬ 
penses of collecting them. 

In this way after the rentals of every class of tenants 
have been settled the revenue payable by the proprietor 
of a temporary settled private estate is determined after 
deducting from the gross rental assets including valua¬ 
tion of khas lands, if any, a proprietary allowance 
which is not less than 30 per centum of the gross rentals* 
In the case of a Government estate the rents which the 
tenants pay directly to the Government for their respec¬ 
tive tenures or holdings count as land revenue. 

6. In this State, surveys have been carried out and 
records-of-rights prepared for all districts except the 
merged State of Cooch Behar. 

The scope for original settlement is however limited 
inasmuch as the quantity of waste or undeveloped lands 
available for fresh settlement is very small. 

As regards future programme of revisional settlement 
operations there is a proposal for undertaking revision 
of record-of-rights in all areas of this State (except in 
the merged State of Cooch Behar where the Bengal 
Tenancy Act does not apply) in connection with the 
abolition of zemindaries and to complete the settlement 
operations in about three years and a half. 

A neucleus of well-trained settlement staff is main¬ 
tained by Government under the Directorate of the 
Director of Land Records and Surveys, West Bengal. 
This staff is proposed to be enlarged by requisite train¬ 
ing to meet the requirement of settlement operations 
which will be undertaken on a large scale. 

There is some degree of disparity in the levels of 
assessment on lands in different areas of the State but 
this disparity is mostly due to local conditions of agri¬ 
culture. 


incidence between Cooch Behar and the rest of West 
Bengal is possible to determine the degree of disparity, 
if any, as the conditions of agriculture are so different. 

7. It has been estimated that a sum of about Rs, 24 
crores will be required for implementing the scheme of 
abolition of zemindaries. Payment of the compensation 
money has been proposed to be made partly in cash and 
partly in annuity bonds payable in 20 equal annual 
instalments. Measures for raising funds for the purposes 
are under consideration of the Government. 


8. Cooperative farming^ —Co-operative farming has 
not yet been undertaken on a large scale in this State. 
In the Land Rreforms legislation which will follow the 
West Bengal Estates Acquisition Bill, 1953, provisions 
are proposed to be made for giving the following facili¬ 
ties to encourage Co-operative farming: — 

(a) free supply of seeds and manure for the first 
three years and thereafter at concessional rates, 

(b) free technical advice by the experts of the State 
Government, 

(c) financial assistance, and 

(d) arrangement for better marketing, etc. 

The tenants who will join the co-operative farm will 
be allowed to retain their interests in the holding and 
will be liable to full assessment under the law. 

Land management .—At present the Government 
estates are managed by the khasmahal staff of Govern¬ 
ment. After the abolition of the zemindaries and other 
intermediary interests, the management of land is 
proposed to be entrusted to statutory local authorities, 


9, It is against the policy of this Government to grant 
any alienation of land revenue in any form whatsoever. 
If any local or public body, association or institution 
deserves Government assistance, it is given as grants-in - 
aid from the budget of the Department concerned and 
not in the form of gift, sale, transfer or lease of land 
free of revenue or at concessional rate which means 
concealed subsidy unaccounted for in the budget, 

10. Remissions and suspensions .—There are provisions 
for suspension and remissions of land revenue in perma¬ 
nently settled, temporarily-settled and Government 
estates in case of failure of crops due to natural 
calamities. In permanently-settled and temporarily- 
settled estates, Government may grant suspension or 
remission of land revenue to the proprietors or tenure, 
holders, provided they grant corresponding suspensions 
or remissions of rents to the cultivating tenants or to 
the intermediate interests, if any. The land revenue 
remitted by Government or the rent remitted by the 
superior landlord to the cultivating tenants bears the 
same proportion as the total revenue or rent demand, 
as the case may be, bears to the total rents payable by 
the subordinate interest. 

In Government estates, suspension or remission of 
revenue is granted by Government in proportion to 
failure of crops. 


Figures for remissions of land revenue granted during 
the last few years are given below : — 


>948-49 . 

* 

. 

. 


, 

> 

>.01,542 

1949-50 . 

* 

* 





>,'5.455 

1950-5* • 

• 






1,12,886 

1951-52 . 

• 


• 




94*904 

*952-53 . 


‘ 

• 



> 

L3°»999 


There is no proposal under consideration of this 
Government for removing this disparity as a transi¬ 
tional measure. This cannot be done at present on 
account of the statutory embargo on enhancement of 
rent. It is, however, proposed to undertake a rational 
system of settlement of fair and equitable rent under 
the Land Reforms enactment which will follow the 
acquisition of all intermediary interests by the State. 

Cooch Behar is the only merged area in West Bengal 
It is still governed by its own tenancy law and the 
Bengal Tenancy Act has not yet been extended to it 
There is, however, a proposal to undertake settlement 
operations in that area. But no fair comparison of rent 


11. Under the law in force in this State levy of land 
cess is made on the basis of annual value. 


“Annual value of any land’*, 
two ways— 


has been defined in 


(0 it means the total rent which is payable or if 
no rent is actually payable, what would on 
reasonable assessment be payable during the 
year by all the cultivating raiyats of such land 

tion y thereof^ erS ° nS ™ ^ actual USe 0r ocCU P a ' 

(ii) it means the sum of money calculated by multi- 

t arGa u 1 . lar ] d by the “acreage rate” 
applicable to such land. 
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There are certain definite rules lor determination of 
“acreage rate” for each unit of area of a district or 
part thereof. In making such determination, the follow¬ 
ing shall be taken into account, namely,— 

(i) the general productivity of agricultural lands 
in the area i 

(ii) the prices prevailing during the preceding 5 
years of agricultural produce ; 

(in) the total estimated value of all agricultural 
produce for the preceding 5 years ; 

the rate is not to exceed one-fifth of the value of the 
gross produce per acre. 

Both the methods of valuation, namely, on rental as 
well as on “acreage rate*' basis are permissible. 

There are at present three kinds of land cesses, name¬ 
ly, road, public works and education cesses. The collec¬ 
tion of these cesses is made by the State Government 
together with land revenue and then made over to the 
local bodies concerned on whose behalf the levy is made 
for the specific purposes. 

The maximum rate at which road and public works 
cesses can be levied is one-half anna for each such cess 
on each rupee of the annual value of land and of the 
annual net profits from mines, quarries, etc. In districts 


where the Primary Education Act is in force, education 
cess is levied at the rate of 5 pice on each rupee of the 
annual value of land and at the rate of three and a 
half pice on each rupee of annual net profits from 
mines and quarries. 

The mode Of payment of the road, public works and 
education cesses under the law is as follows: — 

The proprietor of an estate is required to pay to the 
Collector annually the entire amount of (1) road cess, 

(2) public works cess, and (3) education cess calculated 
on the annual value of lands comprised in the estate 
at the rates fixed less a deduction at one-half of the 
rates in the case of road and public works cesses and 
at one and a half pice in the case of education cess for 
every rupee of the revenue payable for the estate. 

The aforesaid rule applies mutatis mutandis in respect 
of cesses payable by a tenure-holder to his immediate 
superior landlord. 

Every cultivating raiyat has to pay to his immediate 
landlord road and public works cesses at half the rates 
and education cess at seven-tenths of the rate on the 
amount of rent payable by him. 

An illustration as to how the amounts of road and 
public works cesses payable by the proprietors, tenure- 
holders and the raiyats are to be calculated is given 
below : — 


Rs. 


Revenue payable by a proprietor in respect of an estate. 

A sole tenure-holder immediately under the proprietor in respect of the entire estate paying rent of . 

The raiyats paying rents to the tenure-holder. 

The annual value of this estate is Rs. i,6oo or the rental payable by the raiyats. The total amount of road and public cesses 
payable by the proprietor at one anna per rupee=Rs, (i/i6x i,6oo—1/32x800)=^ ...... 

The amount of road and public works cesses payable by the tenure-holder=Rs. (1/16X 1,600—1/32 X 1,120)=^ . 

Cesses payabl by the raiyats=Rs. 1/32 X 1,6000= ... 


800 

1*600 

75 

65 

50 


In effect, the raiyat pays at the rate of h anna per 
rupee of rent payable by him. The tenure-holder passes 
on to the proprietor the amount collected from the raiyat 
together with an amount equal to J anna per rupee 
on his margin of gross profit. The proprietor in his turn 
adds to the amount an amount equal to i anna per rupee 


of his margin of gross profit and passes on the total to 
Government. 


From the same estate as in the above illustration 
education cess will be payable as follows: — 


Rs. a. 


The amount payable by the proprietor (at the rate of five pice on each rupee of annual value) =Rs, (5/64 X 1,600—3/2 X 1/64 x 

800)=.106 


The amount payable by the tenure-holder=Rs. (5/64 X 1,600—3/2 X 1/64 X 120)* 
The amount payable by the raiyats=Rs. 7/10X5/64X 1,600** , 


4 

98 12 

87 8 


Here the raiyats pay at the rate of 3J pice per rupee of 
rent payable by him. The tenure-holders and proprietors 
pay at the rate of 1£ pice per rupee of their margin of 
their gross profits. 


The collections from road, Public works and edu¬ 
cation cesses during the years 1948-49, 2049-50 and 

1950-51 are as follows : — 



i 94 8 - 49 . 

I 949 “ 5 0, 

1950-5 »* 


Rs. 

Rs. 

Rs, 

Road cess.. 

. . . 18,60,000 

17,62,000 

18,70,000 

Public Works cess including miscellaneous receipts under the Cess Act . 

18,72,000 

17,75,000 

19,01,000 

Education cess 

37,78,000 

45,98,000 

(figures 
not readily 




available). 


12. The West Bengal Non-Agricultural Tenancy Act, 
1949, provides for regulating all the incidents of relation¬ 
ship between the landlord and tenant including en¬ 
hancement and reduction of rent in respect of non-agri- 
cultural lands. It also provides for conversion of 
agricultural lands into non-agricultural tenancies under¬ 
certain terms and conditions. 


The Act contains the following provisions relating 
to fixation of fair and equitable rents and enhancement 
and reduction of rents of non-agricultural lands : — 


In determining the fair and equitable rents of non- 
agricultural lands under the provisions of the Non-Agri- 
cultural Tenancy Act, 1949, the following factors are to 
be taken into account - 


(1) The existing rent and the period during which 

it has remained without enhancement; 

(2) The rent paid to other landlords for non-agri¬ 
cultural lands in the vicinity with similar 
advantages or of similar descriptions ; 

(3) The market value of non-agricultural land and 
the rent which would be payable if the rate 
were fixed at not more than four per centum 
of such market value ; 

(4) The special conditions and incidents, if any, of 
tenancy ; 

(5) Any cost incurred in making any improvement 
to or on the non-agricultural land or in con¬ 
verting such land for the purpose for which it 
is being used according to the conditions of the 
tenancy, 
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The rent of any non-agricultural land may be en¬ 
hanced by Court on application by the landlord up to 
a limit of 12J per cent, of its previous rent. 

In the case of enhancement of rent on the ground of 
improvement, the enhanced rent is reducible in the 
event of the improvement not producing or ceasing to 
produce the estimated effect. 

In cases where an enhancement of rent is allowed by 
the Court, if the Court thinks that immediate increase 
of rent will cause hardship, it may allow gradual 
increase spreading over a period not exceeding five 
years. 

When a tenant is admitted to the occupation of any 
non-agricultural land, the rent payable by such tenant 
in respect of such land shall not, except on the ground 
of the landlord's improvement, be enhanced during the 
fifteen years next following the date on which the 
tenant has been so admitted to the occupation of such 
land. 

When the rent of a tenant has been enhanced by the 
Court or in pursuance of the conditions of a contract, it 
cannot be further enhanced during the fifteen years 
next following the date on which it has been last so 
enhanced. 

The rent of a tenant may be reduced by the Court if 
the Court considers that the rate of rent payable by 
such tenant is unfair and inequitable, and in determin¬ 
ing what rent is fair and equitable the Court shall have 
regard to the aforsaid provisions. 


II.— Replies to Questions 
Land Revenue and Land Cesses 
Question No, 143— 

For areas already under or likely hereafter to be 
brought under raiyatwari or similar tenures, do yon 
consider that land revenue policy should be based on. 
some form of periodical settlement ? 


If not, what alternative would you suggest ? How 
would you ioork it ? What would be its probable net 
effect on Government’s revenues ? 


The moot point is what should be the pattern of land 
tenure system of the country. This should be stated 
first, as the land revenue policy of Government is. 
linked up with this question. The introduction of a 
raiyatwari system in the form in which it exists in 
some parts of India is not the objective of land reforms 
of this State. It has been found that such a system 
which allows sub-lctting and other forms of transfer 
resulting in rack-renting of the actual cultivators has 
already developed all the drawbacks and disadvantages 
of petty landlordism. And in certain respects it is even 
worse than the zemindari system. What is, therefore* 
aimed at. is a land tenure system in which the State 
shall be brought into direct relationship with the actual 
tillers of the soil and with that object in view it is 
proposed to undertake legislation embodying the follow-' 
ing substantive principles, namely : — 


The Act also provides for preparation of record-of- 
rights of all non-agricultural lands in any local area, 
estate or tenure or part thereof and also settlement of 
rent thereof in accordance with the provisions of the 
Act at the time of settlement of land revenue. 

13. The administrative machinery of the State for 
the land revenue administration .—In the case of perma¬ 
nently-settled estates, land revenue is paid direct to the 
treasury by the proprietors. There is no local stair for 
collection of land revenue of such estates. In respect 
of Government managed estates, there is adequate 
subordinate collecting staff known as khasmahal staff 
exclusively for this purpose. Such khasmahal staff us¬ 
ually consists of a Gazetted Officer and the following 
subordinate non-gazetted stall' : — 

(1) Khasmahal tahsildars in charge of collection 
of demands up to certain fixed amounts. 

(2) Clerical staff .—In some districts where a 
Gazetted Officer of superior rank is not ex¬ 
clusively appointed as Khasmahal Officer, a 
Manager or Sub-Manager is appointed for one 
or more circles. The work of the khasmahal 
staff is supervised by the Collectors of districts. 
The Divisional Commissioners exercise general 
supervision over the Collectors. The controlling 
authority in regard to the land revenue adminis¬ 
tration is the Board of Revenue. When any 
questions of principles or policy is involved, the 
Board refers such questions to Government for 
directions. 

The existing machinery for collection of land revenue 
Is adequate under the existing conditions. Until the 
abolition of zemindaries it is not contemplated to make 
any change of duties or functions of the existing collec¬ 
ting agency. 


(1) to eliminate all intermediaries between the State 
and the tillers of the soil ; 

(2) to confer on the cultivating roiyats all the rights 
of ownership with such limitations as will 
enable them to retain the right of occupancy 
subject to such assessment of land revenue or 
cesses on the natural or accidental produce of 
the soil which the State may think fit to 
impose ; 

(?) to provide for lands being held only by the 
bona fide cultivators or co-operative societies 
or corporation of actual farmers by preventing 
transfer of lands to non-agriculturists and by 
interdicting sub-letting except in the case of 
certain types of disability for personal cultiva¬ 
tion ; 


(4) to secure a fair distributiton of land by putting 
a maximum limit to the size of the holding of 
a cultivator ; 


(5) to provide each cultivator with an economic 
holding and to make it as compact as possible 
by consolidation ; 


(6) to ensure economic cultivation by prescribing 
the minimum size of an impartiable farming 
unit ; and 


(7) to create facilities for adoption of the co-opera¬ 
tive method of cultivation as well as to en¬ 
courage large scale fanning by mechanical 
appliances on co-operative basis. 


The cost of collection from Government estates varies 
from 20 to 25 per cent, of the total receipts from such 
estates. 

14, There arc provisions in the revenue laws of this 
State for appeal to Commissioners of Divisions and then 
to the Board of Revenue against the assessment of the 
Revenue Officer. 

15. The figures of arrears in collection of the demands 
of land revenue for the last few years are given 


below : — 


1948-49 . 

• 3«>97,347 

1949-5° * 

39,2fi,5 ( >8 

1950-51 

4 6 * 13.4 73 

195 1 -5* ■ 

• 49.ii.377l 


y (including Gooch Debar.) 

1952-53 • 

■ 55,93,67° j 


The proposed legislation will follow the West Bengal 
Estates Acquisition Bill, 1053, which is now before the 
Legislature, 

The system of land tenure which is proposed to be 
introduced in this State provides for a periodical revi¬ 
sion of assessment of land revenue which will be in the 
interest of both the cultivators themselves as well as 
the State. 


Question No. 144— 


If you are in favour of periodical settlement , what 
modifications , if any , would you make in the practices 
and principles which have been followed hitherto, and 
why ? In your reply , please refer in particular to the 
following — 


The arrears arc mostly due to difficulty of the land¬ 
lords in collecting rents from their tenants and inability 
of the tenants to pay rents duo to economic distress. 


(i) Period of guarantee. Should this be shorter 
than in the past ? Would you suggest longer 
periods in special circumstances , e.g., when 
raiyatwari tenure is introduced for the first 
time ? 
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(ii) Scope of guarantee , Should a fixed assessment 
be guaranteed for a specific piece of land (or 
for a proprietary body, as for instance, in the 
Punjab ) ? Alternatively should a basic rate be 
fixed and limits guaranteed within which it may 
vary ? What factors would you take into 
account in varying the rate , e.g,, area , nature of 
crop, yield , prices, etc. ? 

(Hi) Basis of assessment. How should the basic rate 
be fixed ? Would you introduce an element of 
progression ? 

(it>) Incentive to production. Would it be feasible 
so to regulate assessment as to provide an 
incentive for — 

(a) larger agricultural production; 

(b) shifts in production, e.g., e.g M from cash 
crops to food crops or vice versa ; 

(c) capital improvements to land ? 

( v) Payment in kind. Would it be possible to pro¬ 
vide for payment in kind either partially or in 
full ? Please discuss the advantages , difficulties, 
etc. 

(vi ) Uniformity between States. In the application 
of these principles what degree of uniformity 
between different States would be desirable and 
possible ? 


(1) In reply to this question it is necessary to state 
briefly what are the practices and principles which are 
followed at present. In this State by far the greater por¬ 
tion (about 77 per cent.) of the area is covered by 
Permanent Settlement in respect of which no revision 
of land revenue is permissible under the existing law. 
In temporarily-settled estates held by private indivi¬ 
duals or Government estates revision of land revenue 
is made in accordance with the following procedure and 
principles ; — 

There are two stages in the operation— 

(i) settlement of fair and equitable rent of all 
classes of tenants, and 

(ii) settlement of land revenue. 


A record-of-right is at first prepared under The Bengal 
Tenancy Act in respect of all lands of the estate which is 
under revision of land revenue and then the Revenue 
Officer settles fair and equitable rent for tenants of 
every class in any one or more of the following ways, 
that is to say,— 

(a) he may record the rent agreed to between the 
landlord and the tenant if he considers it to be 
fair and equitable ; 

(b) he may settle rent on the basis of a table of 
rates for each class of land in any local area ; 

(c) he may settle the rents by maintaining the exis¬ 
ting rentals recorded in the record-of-rights or 
by enhancing or reducing such rentals : 


Provided that in making such settlement he shall 
have regard to the principles laid down in the Act, 
namely,— 

(i) the money rent of an occupancy raiyat may be 
enhanced by contract subject to the following 
conditions : — 

(a) the contract must be in writing and regis¬ 
tered ; 

(b) the rent must not be enhanced so as to 
exceed by more than annas 2 in the rupee 
the rent previously payable by the raiyat; 

(c) the rent fixed by a contract shall not be 
liable to enhancement during a term of 
15 years from the date of the contract ; 

(ii) the money rent of an occupancy raiyat may be 
enhanced on the ground that the rate of rent 
paid by the raiyat is below the prevailing rate 
paid by occupancy raiyat for land of a similar 
description and with similar advantages in the 
same village or in the neighbouring villages ; 

(a) there has been a rise in the average local 
prices of staple food crops during the 
currency of the present rent; 

(b) the productive powers of the land held by 
the raiyat have been increased by improve¬ 
ment effected at the expense of the land¬ 
lord or by fluvial action; 
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(in) the rent of an occupancy raiyat may be reduced 
on the ground that— 

(a) the soil of the holding has without the 
fault of the raiyat become permanently 
deteriorated by a deposit of sand or other 
specific cause, sudden or gradual; 

(b) there has been a fall not due to a tempo¬ 
rary cause in the average local price of 
staple food crops during the currency of 
the present rent; 

(c) the landlord has refused or neglected to 
carry out arrangements^ in respect of the 
irrigation or the maintenance of embank¬ 
ments which were in force at the time when 
the land was settled and the soil of the 
holding has thereby deteriorated ; 

(iv) where the rent of a tenure-holder is liable to 
enhancement it may, subject to any contract 
between the parties, be enhanced up to the 
limit of the customary rate payable by persons 
holding similar tenures in the vicinity. Where 
no such customary rate exists, it may be en¬ 
hanced up to such limit as may be considered 
fair and equitable and in determining what is 
fair and equitable the tenure-holder shall be 
left with a profit of not less than 10 per cen¬ 
tum of the balance which remains after deduct¬ 
ing from the gross rents payable to him the 
expenses of collecting them. 

In this way after the rentals of every class of tenants 
have been settled the revenue payable by the proprietor 
of a temporarily-settled private estate is determined 
after deducting from the gross rental assets including 
valuation of khas lands, if any, a proprietary allowance 
which is not less than 30 per centum of the gross rentals. 
In the case of a Government estate the rents which the 
tenants pay directly to the Government for their respec¬ 
tive tenures or holdings count as land revenue. The 
rentals of tenants and the land revenue so settled re- 
main unaltered for a period of not less than 15 years. 
But in actual practice, the operations for revision of 
rents and land revenue were not undertaken in the 
past earlier than 20 or 25 years of the previous settle¬ 
ment, At present, however, all the provisions for en¬ 
hancement of rent remain suspended for a period of 
20 years with effect from the 27th day of August, 1947. 
Thus, so long as this statutory embargo remains, no 
increase of revenue can be expected out of revision of 
land revenue settlements. 

(2) The existing procedure and principles for settle¬ 
ment of rents and land revenue will be altogether in¬ 
appropriate for the purpose of the proposed land tenure 
system which will be introduced consequent on the 
elimination of all intermediary interests between the 
State and the tillers of the soil. 

The following procedure and principles are proposed 
to be laid down for settlement of the rent of raiyats 
who will be the only class of tenants holding directly 
under the State :— 


(i) The State Government may make an order direct¬ 
ing the Revenue Officer— 

(a) to determine in the prescribed manner a table 
of rent-rates for any district, part of a district, 
or local areas ; and 

(b) after the table of rent-rates has been so pre¬ 
pared and confirmed, to settle fair and equi¬ 
table rents for all raiyats in such district or 
part of a district or local area, 

(ii) The Revenue Officer may, for the purpose of de¬ 
termining the rent-rates for the area specified in the 
order, divide such area into as many suitable units 
of area as he considers necessary having regard to the 
conditions of the land and the principal crops grown 
in such area and he shall then determine the rent- 
rates for different classes of lands in each such unit. 

In determining the rent-rates for different classes of 
land the Revenue Officer shall take into consideration— 

(a) the nature of the soil and the general produ¬ 
ctivity of the land ; 

(b) the normal yield per acre of the land ; 

(c) the average prices of the crops grown on such 
land calculated on the basis of the average 
prices of such crops prevailing during the pre¬ 
ceding ten years excluding the years in which 
such prices were abnormal ; 

(d) any means of irrigation, embankment or drain¬ 
age or any other special facilities for cultiva¬ 
tion of such land; 
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(e) the existing rates of rent or the letting value 
of the land and the ability of the land to bear 
a higher rent; 

Provided that the rent-rate per acre for any class of 
land so determined shall not exceed one-eighth of the 
total value of the produce per acre of such land to be 
determined in the maimer prescribed. 

(iii) When the Revenue Officer has prepared a table 
of rent-rates, he shall cause a draft of it to be publi¬ 
shed in the prescribed manner and for the prescribed 
period in the area or village to which it relates. 

Any person objcctiog to any entry in the table of 
rent-rates may present petition to the Revenue Officer 
during the period of publication and the Revenue Offi¬ 
cer shall consider any such objection and may alter 
or amend the table. 

If no objection is made within the said period or, 
where objections are made, after they have been dis¬ 
posed of, the Revenue Officer shall submit the table of 
rates to the prescribed Revenue Authority with a full 
statement of the grounds for his proposals and a sum¬ 
mary of the objections, if any, which he has received. 

Such Revenue Authority may confirm the table of 
rates with or without modification or may return it for 
revision. 

(iv) The rent-rate for any class of land shown in a 
table of rent-rates which has been confirmed shall be 
the maximum rate at which the rent of a raiyat for 
such class of land may be settled . 

(v) When the rent-rates for any district or part of 
a district or unit of area have been determined and 
confirmed they shall not be changed until after a 
period of fifteen years has elapsed from the date of 
such confirmation. 

(vi) The rent payable by a raiyat in respect of any 
land shall be liable to enhancement on the ground 
that the rent payable by him is substantially lower 
than the rent calculated at the rates of rent determin¬ 
ed for similar classes of land in the unit in which the 
land is situated : 

Provided that the rent of a raiyat shall not be en¬ 
hanced by more than one-fourth of the existing rent. 

(vii) If the Revenue Officer considers that an imme¬ 
diate increase of rent will cause hardship he may dir¬ 
ect that the enhancement shall take effect by yearly in¬ 
crements extending over a period not exceeding five 
years as he may fix in this behalf. 

(viii) The rent payable by a raiyat in respect of a 
holding may be reduced on one or more of the follow¬ 
ing grounds, namely :—■ 

(a) that the rent payable by the raiyat is substan¬ 
tially higher than the rent-rates for similar 
classes of land in the unit ; 

(b) that the soil of the holding has deteriorated 
as a result of the deposit of sand or through 
the operation of other, natural causes, sudden 
or gradual; 

(c) that there has been any breakdown of the exis¬ 
ting arrangement for irrigation or drainage or 
for the maintenance of any embankments or 
bundhs which were in existence at the time 
when the rent was last settled, and the soil of 
the holding has thereby deteriorated, 

(ix) After a table of rent-rates has been prepared 
and confirmed the Revenue Officer shall proceed to 
settle fair and equitable rents of all raiyats in the area 
to which the table of rent-rates applies and prepare a 
Settlement Rent-roll. 

(x) When a Settlement Rent-roll has been prepared, 
the Revenue Officer shall cause a draft of it to be publi¬ 
shed in the prescribed manner and for the prescribed 
period and shall receive and consider any objections 
made to any entry therein or omission therefrom dur¬ 
ing the period of publication and shall dispose of such 
objections according to such rules as the State Gov¬ 
ernment may make. 

(xi) When all objections have been disposed of, the 
Revenue Officer shall submit the Settlement Rent-roll 
to the prescribed confirming authority with a full 
statement of the grounds for his proposals and a sum¬ 
mary of the objections, if any, which he has received. 

The confirming authority may sanction the roll with 
or without amendment or return it for revision. 

(xii) An appeal if presented within two months 
from the date of the order appealed against shall lie 
from every order passed by a Revenue Officer or from 
an order passed by the confirming authority to the 
prescribed superior Revenue Authority. 

The Board of Revenue may in any case, on appli¬ 
cation or of its own motion, direct the revision of any 
Settlement Rent-roll or any portion of it at any time 


within six months of the date of the order sanctioning 
the roll or any order passed by the superior Revenue 
Authority whichever is later. 

(xiii) When the rent of a raiyat has been so settled 
it shall not save as provided in clause (iv), be enhanc¬ 
ed for a period of fifteen years and no such rent shall 
be reduced within the said period save on the ground 
specified in (b) or (c) of clause (viii). 

(xiv) If the State Government is satisfied that ow¬ 
ing to some extraordinary cause there has been an 
abnormal and a substantial rise or fall in the general 
price level of agricultural produce or that an emergen¬ 
cy has arisen in any specified area, it may at any time 
before the expiry of the period referred to in clause 
(v) or clause (xiii) by a notification in the Official 
Gazette, appoint in respect of such area a Revenue Offi¬ 
cer to exercise all or any of the following powers, 
namely :— 

(a) the power to determine rent-rates in respect 
of such area and to revise the table of rent- 
rates applicable to such area for the time being 
in force ; 

(b) the power to settle, reduce or enhance rents 
in accordance with the rent-rates so determin¬ 
ed and to revise the Settlement Rent-roll appli¬ 
cable to such area for the time being in force ; 

(c) the power in any emergency of the type to be 
specified in the notification to abate rents su¬ 
mmarily, otherwise than in accordance with 
rent-rates so determined. 

The Revenue Officer so appointed shall be guided by 
such general or special instructions as the State Gov¬ 
ernment may issue in this behalf. 

(3) It would be a wrong policy to regulate assess¬ 
ment of land revenue with a view to give an incentive 
to production. It is the margin of cultivation (both 
intensive and extensive) which determines, but is not 
determined by, the rent. Moreover, there will be enor¬ 
mous practical difficulties in making any such conces¬ 
sion of assessment on land. Incentive to production in 
the shape of agricultural facilities of the various kinds 
should be directly provided under the appropriate 
heads of the State budget and not by way of any con¬ 
cealed subsidy of land revenue which will be ineffec¬ 
tive for the purpose. 

(4) Under a system of land tenure in which the 
State shall be the sole landlord, there will be utmost 
insurmountable administrative difficulties in the mat¬ 
ter of assessment and collection of rent or land reve¬ 
nue either as a share or a fixed quantity of the pro¬ 
duce of the various kinds. The only advantage of pay¬ 
ment in kind is that it is not affec-ed by fluctuation 
in prices. But it is most disliked by the cultivators 
and even under the existing tenancy system there is 
an insistent demand for commutation of all rents in 
kind into cash rents. 

(5) Certain degree of unifromity in the application of 
the principles of assessment of land revenue in the 
different States of India seems to be desirable in order 
that the cultivating classes of any State may not feel 
that they are at a disadvantage compared with their 
compatriots elsewhere. 

Question No. 145 * 

In regard to a resettlement as distinguished from an 
original settlement , what additional principles , if any, 
would you suggest ? 

The new principles of assessment proposed to be in¬ 
troduced in place of the existing mode of settlement 
will be applicable to all revision a 1 settlements and 
they will regulate enhancement or reduction of the 
existing rent of the raiyats. 

The scope for original settlement is limited in this 
State as there is not much of waste or undeveloped 
land which can be reclaimed and brought under culti¬ 
vation. In respect of such land all initial settlements 
will necessarily have to be made at favourable rates 
at least during the first 3 years of bringing the land 
under the plough. This has been the policy of this 
Government in respect of newly reclaimed land or allu¬ 
vial formations. 

Question No. 14fi 

Where resettlement is overdue hut cannot yet, fer 
administrative or other reasons , be undertaken , what 
transitional steps would you recommetid in order to 
bring the old rates into conformity with changed con¬ 
ditions ? 

Would you levy a surcharge on the old rates, graduat¬ 
ed if need be with reference to such factors a's crop 
grown , size of holding , etc. ? 

How would you provide against the possibility of 
such a surcharge accentuating the disparity already pre¬ 
sent as a result of settlements of different areas having 

been undertaken at different times ? 
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If the existing disparity is itself of a significant 
degree , what steps would you take to reduce it ? 

It has already been stated (under Q. 144) that there 
is a statutory embargo on enhancement of rent. Unless 
this is lifted the existing rents cannot be enhanced* 

Any surcharge on old rentals on whatever basis it is 
levied is bound to maintain the existing disparity, if 
any, and it is difficult to advise any short-cut measure 
for bringing the old rents into conformity with the 
present conditions of agriculture. Moreover, a surcharge 
imposed on a graduated scale on the basis of crops 
grown, size of holding, irrigation and other facilities 
for cultivation, etc., will be an extremely complicated 
process which will require an up-to-date record-of-rights 
complete in many details. In West Bengal, however, no 
such imposition can be made for increase of revenue 
even as a transitional measure without an appropriate 
legislation and it will be neither desirable nor feasible 
to undertake any such legislation. 

Question No, 147 

Since a certain degree of disparity may be present — 

(z) between the pre-existing and the newly merged 
areas of a Part A State ; or 

(ii) between the different units which have gone to 
form a Part B State ; 

what steps, if any , would you take, pending a 
general resettlement of such areas, towards removal 
or reduction of disparity 


Cooch Behar is the only merged area in West Bengal. 
It is still governed by its own tenancy law and the 
Bengal Tenancy Act has not yet been extended to it. 
There is, however, a proposal to undertake settlement 
operations in that area. But no fair comparison of rent 
incidence between Cooch Behar and the rest of West 
Bengal is possible to determine the degree of disparity, 
if any, as the conditions of agriculture are so different. 
Such comparison is also not feasible between the other 
parts of West Bengal and in any case, as has already 
been stated under question No. 146, it is difficult to 
devise any transitional measure to remove the disparity 
in assessment. 


Question No, 148 << 

Where, raiyatwari or similar tenures are introduced 
for the first time, on the abolition of zemindaries , but 
settlements cannot yet be undertaken, what interim 
steps would you take to regulate assessment ? 

In this connection, how would you deal with the 
following special problems — 

(z) fixation of post-abolition assessment with 
reference to (a) pre-abolition rent and (b) com¬ 
pensation payable by the State and/or the 
occupant ; 

(zz) paucity of sufficiently detailed land records or 
of economic data , e.g., market rents; 

(Hi) lack of trained staff required for work in regard 
to (a) land records, (6) new surveys, and (c) 
new settlements ? 


would these problems be present in an aggravated form 
in permanently settled areas, such as West Bengal ? 

The existing tenancy system in West Bengal is the 
same in the permanently-settled estates as well the 
temporarily-settled estates. After the abolition of the 
zemindari system and acquisition of the interests of all 
intermediaries between the State and the raiyats, the 
problem of immediate fixation or revision of assessment 
of the holdings of the raiyats will not arise. And any 
expectation of immediate increase in assessment after 
the abolition of the zemindari system must be ruled out 
altogether. The existing assessment will continue until 
the revisional operations are undertaken in accordance 
with the new principles as set out in reply to Question 
No. 145. 


The State will have to find means for payment of com¬ 
pensation to the outgoing landlords and no part of it 
shall be required to be borne by the raiyats in return 
for reduction of assessment or any other concession. 


This State has a complete set of village record-of- 
rights prepared under the Bengal Tenancy Act although 
no machinery is available for maintaining it up-to-date. 


It has a well-sized trained staff for employment on 
survey and settlement work which can be expanded by 
requisite training to meet any extra requirement for 
revisional operations on a larger scale. 

Question No. 149 

Do you think that the principles of assessment of land 
revenue will require modification if co-operative farm¬ 
ing is more widely adopted ? If so, in what directions ? 


It would be a wrong policy to make any distinction 
in the principles of assessment of land revenue under a 
co-operative system of farming. The individual culti¬ 
vator who will be pooling his lands for a co-operative 
farm should still retain his interest in the holding and 
shall be liable for its assessment. Facilities for en¬ 
couraging co-operative farming should be rendered not 
by any concession of land revenue but otherwise in the 
form of— 

(a) free supply of seeds and manure for the first 
three years and thereafter at concessional rates, 

(b) free technical advice by the experts of the 
State Government, 

(c) financial assistance, and 

( d ) arrangement for better marketing, etc. 


Question No* 150 

Have you any comments to make on policies in res¬ 
pect of — 

(i) alienation of land revenue in forms in which 
such alienation subsists and may continue to 
subsist (e.g., devasthan inams); 

(ii) concessions in land revenue , both ad hoc and 
regulated , e.g., on (u) sale of land belonging to 
or at the disposal of Government or (b) transfer 
of such land either on special tenure such as 
impartible or inalienable tenure or on ordinary 
tenure to special classes of lessees such as edu¬ 
cational or charitable institutions and co-opera¬ 
tive societies ; and 

(Hi) suspensions and remissions ? 


(1) Alienation of land revenue in any form whatso¬ 
ever cannot be defended as a State policy. If any local 
or public .body, association or institution deserves 
Government assistance it must be given by a grant-m¬ 
aid capable of being exhibited in the budget of the 
Department concerned and not in the form of gift, sale, 
transfer or lease of land either free of revenue or at a 
concessional rate which means concealed subsidies at 
the expense of public funds. 


(2) There should be provisions for suspension or 
remission of land revenue on account of agricultural 
calamities so as to give relief to the cultivating classes 
when they are unable to pay their dues on account of 
failure of crops. 

Question No. 151 

Are there any suggestions which you would make in 
regard to the assessment of — 

(z) agricultural land in rural areas , used for non- 
agricultural purposes; 

(ii) land classed as agricultural but now part of an 
urban area and used for non-agricultural pur¬ 
poses ; and 

(in) land classed as non-agricultural, whether in 
rural areas or in urban areas, and for non- 
agricultural purposes'! 

The West Bengal Non-Agricultural Tenancy Act, 
1949, provides for regulating all the incidents of rela¬ 
tionship between the landlord and tenant including 
enhancement and reduction of rent in respect of non- 
agricultural lands. It also provides for conversion of 
agricultural lands into non-agricultural tenancies under 
certain terms and conditions. This is perhaps the first 
comprehensive enactment of its kind in India, Hitherto 
such relationship was regulated by the Transfer of 
Property Act, 1882. 

Question No. 152 

Is the administrative system, in so far as it is con¬ 
cerned with the collection of land revenue, adequate ! 
Is there a tendency to enlarge the functions of the 
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revenue staff , especially at the village level , so as to 
include “ development ” or “extension '* duties ? If so, 
hou> for is such tendency likely to affect the efficiency 
of revenue collection and administration ? 

The administrative machinery of this State so far as 
it is concerned with the collection of land revenue is 
adequate. In the case of Permanently Settled estates, 
land revenue is paid direct to the Treasury by the 
proprietors and there is no local staff for collection of 
land revenue of such estates. In respect of Government- 
managed estates, however, collection is made through 
the subordinaee collecting agencies known as khas- 
mahal staff exclusively employed for the purpose. 

After the abolition of the zemindari system, the 
administrative machinery that will be set up for collec¬ 
tion of land revenue should also be responsible for 
initiating and executing as far as possible all schemes 
for development of rural areas. Such an arrangement 
will not only combine economy with effeciency in the 
administration but also produce the necessary psychologi¬ 
cal effect that the vacuum left by the elimination of the 
intermediaries has been well filled up by a benevolent 
agency of the Government as the sole landlord. This is 
the only way by which Government management can 
be made effective and popular. It would be a wrong 
policy to utilise such agency merely for the collection 
of land revenue and to treat the cultivators in no way 
different from other class of tax-payers. 

Question No, 153 

Is there a tendency to delegate the functions of the 
State Government in respect of land revenue to local 
bodies ? 

In what areas to what extent and subject to what 
conditions has the delegation taken place , and what 
lessons, if any, may be drawn from the experience 
hitherto gained ? Do you consider such delegation fis¬ 
cally and administratively desirable ? Would it improve 
the position if the revenue collected under it was ear¬ 
marked for specific local purposes ? 

No delegation of functions of the State Government 
in respect of land revenue has yet been made to any 
local body. A provision for such an arrangement has, 
however, been made in the West Bengal Estates 
Acquisition Bill, 1953. The setting up of Gram Pan- 
chayat as the smallest democratic institution of village 
self-Government which will exercise effective control 
over the corporate life of the community in regard to 
all matters of rural economy is one of the directive 
principles of the Constitution. Accordingly, under the 
new system of land tenure, it is proposed to vest in 
such a statutory local body certain rights of manage¬ 
ment of land and to make it responsible for collection 
of land revenue and other Government dues. There can 
be no doubt that a good deal of risk is involved in such 
a novel experiment in village democracy but it has to 
be taken with appropriate safeguards. 

Question No, 154 

(i) What should be the basis of levy of land cess ? 
Should it be land revenue or annual value ? 

(ii) Would you introduce a degree of graduation in 
the rates of land cess ? 

(iii) (a) To ivhat extent do you consider it suitable 
that land cesses should be placed within the purview of 
local bodies ? 


(b) Should the cesses be earmarked for specific put- 
poses more closely related to the rural tax-payer ? If so, 
please give your * suggestions . Alternatively , do you pro¬ 
pose one consolidated cess for local purposes ? 

( iv) Are there any special problems involved in the 
assimilation of the rates of land cess (a) in the merged 
areas of Part A States and (b) in Part B States ? 

Under the law in force in this State levy of land cess 
is made on the basis of annual value. 

“Annual value of any land” has been defined in two 
ways— 

(i) it means the total rent which is payable or if 
no rent is actually payable, would on a reason¬ 
able assessment be payable during the year by 
all the cultivating raiyats of such land or by 
other persons in the actual use or occupation 
thereof ; 

(it) it means the sum of money calculated by multi¬ 
plying the area of land by the “acreage rate’* 
applicable to such land. 

There are certain definite rules for determination of 
“acreage rate” for each unit of area of a district or part 
thereof. In making such determination, the following 
shall be taken into account, namely— 

(i) the general productivity of agricultural lands 
in the area, 

(iz) the prices prevailing during the preceding 5 
years of agricultural produce ; 

(iii) the total estimated value of all agricultural 
produce for the preceding 5 years ; 

(iv) the rate shall not exceed one-fifth of the value 
of the gross produce per acre. 

Both the methods of valuation, namely, on rental as 
well as on “acreage rate” basis are permissible. 

Under the existing system the State collects the entire 
amount of the cesses in respect of any estate directly 
from the proprietor. While the proprietor or any sub¬ 
ordinate tenure-holder, as the case may be, collects the 
amounts of cesses due from the tenants holding imme¬ 
diately under them. 

Imposition of cesses on the acreage basis of valuation 
really means a graduation in the rates of land cess 
inasmuch as the rule of calculation has been so devised 
as to result in higher rate for lower incidence of rent 
and lower rate for higher incidence of rent. 

There are at present three kinds of land cesses, name¬ 
ly, road, public works and education cesses. The collec¬ 
tion is at present made by the State Government to¬ 
gether with land revenues and then made over to the 
local bodies concerned on whose behalf the levy is made 
for the specific purpose. 

Too many additions of surcharge on rent and land 
revenue have made the land tenure system more com¬ 
plex and the burden of collection of the tenants’ share 
of the cesses without any allowance or consideration in 
case of default on the part of the tenants has been 
too much for the landlords. 

Under the new system of land tenure it will be desir¬ 
able to consolidate all the existing cesses imposed for 
local purposes. 



MEMORANDUM IV 

Individual State Taxes 


SALES TAX * 

Section I—Factual Background 
The Law 

A tax on the sale of goods is levied under the Ben¬ 
gal Finance (Sales Tax) Act, 1941. 

Main features 

(1) The Act sets out to levy a single-point Sales 
Tax through a scheme of registration of dealers and 
exemption of sales by registered dealers to registered 
dealers. 

No distinction is made between wholesale sale or 
retail sale. A dealer whose turnover exceeds Rs. 50,000 
in a year, and a dealer in some specified goods* or 
engaged in the business of importing or manufactur¬ 
ing goods for sale whose turnover exceeds Rs. 10,000 
in a year are liable to registration. A dealer, not 
being a dealer in the specified goods nor being an 
importer or manufacturer, may apply for voluntary 
registration if his turnover exceeds Rs. 10,000 but does 
not exceed Rs. 50,000 in a year. 

Sales by one registered dealer to another registered 
dealer are exempt. Sales by a registered dealer to 
any one other than a registered dealer are taxable. 

(2) There is a schedule of articles which are alto¬ 
gether exempt from the tax. These include the pri¬ 
mary necessaries of life. 

(3) Sales of any goods despatched by the selling 
dealer to an address outside the State are exempt. 

(4) Sales of machineries, raw materials, etc., to a 
manufacturing dealer for the purpose of being used 
by him in the manufacture of goods for sale are 
exempt. Sales to an electric supply undertaking of 
goods for use by it in the generation and distribution 
of electrical energy are also exempt. Similarly sales, 
to a registered dealer engaged in the business of 
raising coal, of goods required by him directly in con¬ 
nection with the raising of coal are exempt. 

Provisional registration on the basis of anticipated 
sales is allowed to newly started concerns whose pro¬ 
duction has not yet commenced and who therefore 
has not yet any sales to qualify for registration. This 
enables them to buy the machineries, raw materials, 
etc., free of Sales Tax. 

(5) All registered dealers are to submit returns 
according to return periods (monthly, quarterly or 
annual) as may be prescribed for each. The tax pay¬ 
able according to the return is to be paid before the 
return is submitted and evidence of such payment 
(e.p., treasury chalan) is to be enclosed with the 
return 

Amendments 

2. The important amendments made in relation to 
the main features are as follows:— 

(a) Originally the liability of a dealer to pay tax 
arose on the date three months after the end of the 
year in which his gross turnover first exceeded the 
taxable quantum appropriate to him (Rs. 50,000 or 
Rs. 10,000 as the case may be). In 1949 section 4 was 
amended to bring forward the date of commencement 
of the liability to pay tax to a date two months follow¬ 
ing the day within the year on which the gross turn¬ 
over in that year exceeded the taxable quantum. 

(b) In 1950 section 8 of the Act was amended to 
make it clear that dealers dealing exclusively in tax- 
free goods could also get themselves registered on a 
voluntary basis. Thus a manufacturer of exempted 
goods, e.g. a rice-mill can, under the amended pro¬ 
vision, get himself registered voluntarily and buy free 
of tax his requirement of machinery, etc,, after obtain¬ 
ing a voluntary registration. 

(c) In 1949 section 11 was amended to provide for 
the imposition of penalty for failure to submit returns 
in time. 


In 1950 section 11 was further amended to provide 
for best-judgment assessment in the case of dealers 
who remain unregistered in spite of tax liability 
formerly, such dealers could be prosecuted, but not 
assessed. 

(d) In 1950 section 5 of the Act was amended— 

(i) to provide that a registered dealer claiming 
exemption in respect of sales to another 
registered dealer must produce a declaration 
from the purchasing dealer drawn up in a 
departmental form to be obtained from the 
Departmental Officer ; 

(ii) to extend to collieries the same privilege of 
tax-free purchase of machinery, etc,, as is 
available to a manufacturer, and thereby to 
set at rest the doubt whether coal-mining was 
manufacture or not. 

(e) Under clause (2) of the original section 11, only 
dealers who were importers, manufacturers or pro¬ 
ducers, and had failed to get themselves registered as 
required by the Act, were liable to best-judgment 
assessments. In 1950, this clause was amended so as 
to apply to all dealers who were liable to registration 
but failed to get themselves registered. 

Amendments to the schedule of exempted goods are 
dealt with under the head “exemptions” below. 

Rate of Levy 

3. The original rate of Sales Tax was 3 pies in the 
rupee. This was enhanced to half an anna as from 
I7th April 1944 and to three-quarters of an anna as 
from 25th June 1945. There has been no change since 
then. All taxable sales are taxed at the same rate 
and there is no special or concessional rate. 

Exemptions 

Exemptions are dealt with in section 5, 

Thirty-six articles are declared wholly tax-free 
(vide Schedule to the Act), These include primary 
necessaries of life and articles taxed under separate 
laws. 


Sales of goods for certain specified purposes are 
exempt. Such purposes are used in connection with 
manufacture of goods for sale, use in connection with 
the generation and distribution of electricity, use in 
connection with coal raising, use for export outside 
the State, i.e., when the goods are despatched by the 
selling dealer to an address outside the State. 

The following changes in the list of exempted arti¬ 
cles have been made from time to time:— 


(i) By an amendment of the Schedule to the Act 
in 1944 the original exemption of “handloom cloth, if 
sold by a dealer dealing exclusively in such cloth”, 
was removed and in its place exemption was allowed 
to dhuties, sarees and lungis both mill-made and hand- 
loom woven, subject to a maximum price limit to be 
fixed by Government from time to time. The prices 
fixed by Government and now in force are given in 
the copy of notification at page 10. 

(ii) In 1949 the following items were excluded from 
the Schedule of tax-free articles:— 

(1) Mustard oil and rape oil and mixture of 
mustard and rape oil. 

(2) Mustard seed and rape seed. 

(3) Matches. 

(4) Coal and coke. 

(5) Coal gas. 

(6) Newspapers. 

(7) Raw hides and raw skins. 

(8) Fresh fruits. 

(9) Hand-made paper, 

(10) Fuel wood. 

(11) Charcoal. 


♦Handloom products, hosiery goods, articles of dreg*, conch-shell products and country-made ropes. 
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An additional revenue of about Rs. 50 lakhs was 
expected from the imposition of tax on these articles. 
The more important items from the revenue point of 
view, viz.,, “Mustard oil and rape oil,” “Matches and 
“Newspapers” were however restored to the tax-free 
schedule immediately. “Mustard seed and rape seed 
has been added to the tax-free schedule during the cur¬ 
rent year. 

Administrative set-up 

4. At the Secretariat level, Sales Tax is administer¬ 
ed by the Taxation Branch of the Finance Department. 

The Commercial Tax Directorate is responsible for 
assessment and collection of this tax. in addition to 
Motor Spirit Sales Tax and Haw Jute Tax, and for 
carrying out the purposes of the relevant Acts;. The 
Administrative set-up of the Directorate is as 
follows:— 

1 Commissioner of Commercial Taxes, in charge 
of general administration. 

1 Additional Commissioner of Commercial Taxes, 
specially in charge of appeals. 

5 Assistant Commissioners of Commercial Taxes— 
4 in charge of 4 circles and 1 in charge of the 
Central Section specially set up for checking 
evasion. 

28 Commercial Tax Officers, Grade I, and 51 Com¬ 
mercial Tax Officers, Grade II, who are in 
charge of assessment and collection. 

34 Inspectors of Commercial Taxes. 

For purposes of administration, the whole State has 
been divided into 4 fcircles, each in charge of one 
Assistant Commissioner and 24 charges, each t under 
one Commercial Tax Officer, Grade, I. The number of 
Commercial Tax Officers, Grade II, and Inspectors 
attached to the charge offices vary with the importance 
of the charge. 

Orders of assessment passed by Commercial Tax 
Officers are appealable to the Assistant Commissioners 
of the respective jurisdictions. The next higher appel¬ 
late authority is the Commissioner. After the appoint¬ 
ment of the Additional Commissioner in 1951, appeals 
are generally heard by the Additional Commissioner, 
Appeal against the orders of the Commissioner lies 
to the Board of Revenue and the Board on applica¬ 
tion by the aggrieved party may refer to the High 
Court any question of law arising out of orders pass¬ 
ed by the Board. Appeals at all stages can be made 
by assessees only and not by Government. 

Cost of Administration 

5, The Commercial Tax Directorate is responsible 
for the administration and collection of the following 
taxes:— 

(1) Sales Tax levied by the Bengal Finance 
(Sales Tax) Act, 1941. 

(2) Sales Tax on motor spirit levied by the Ben¬ 
gal Motor Spirit Sales Taxation Act, 1941. 

(3) Purchase Tax on raw jute levied by the Ben¬ 
gal Raw Jute Taxation Act, 1941. 

Total receipt from these three taxes, their cost of 
collection and the ratio of the cost to the receipts are 
given in the table below;— 


(Rupees in thousands) 


— 


Receipts 

Cost of 
collection 

Ratio of 
cost of 
receipts 

» 948-49 


5.58,96 

9,34 

per cent 

1*6 

1949-50 


5,88,39 

10,13 

x * 7 

1950-5 X 


6,48,27 

10,73 

I 4 0 

1951-52 

• 

7,05,47 

11,68 

1*6 

1952-53 


6,63,61 

12,67 

x ‘9 

1953-54 (Budget) . 

7,00,00 

13,71 

i *9 


•The Bengal Finance (Sales Tax) Act 1941. 

•The Bengal Motor Spirit Sales Taxation Act, 1941. 
•The Bengal Raw Jute Taxation Act, 1941. 
f Calcutta. ....... 

Area* outside Calcutta. 


Efficiency of administration 

The administration is reasonably efficient. Some of 
the steps taken recently to improve efficiency of ad¬ 
ministration are as follows 

(1) Some of the provisions of the Act were amend¬ 
ed in 1949 and 1950 to remove administrative and 
practical difficulties experienced in the working of the 
Act. These have been stated under the head “Amend¬ 
ments” above. 

(2) To meet the needs of the steadily expanding 
work of the Directorate, the cadres were last revised 
in 1949. They appear to be in need of further revision 
which is under consideration. 

(3) Inspectors have been directed to carry on exten¬ 
sive field surveys. 

(4) In view of the increasing number of appeals 
before the Assistant Commissioners, they were reliev¬ 
ed of assessment work in order to enable them to 
devote their time and energy exclusively to appeal 
cases and to the supervision of the work of the Com¬ 
mercial Tax Officers in their respective circles. Rule 
71 of the Bengal Sales Tax Rules was accordingly 
amended in 1949, delegating the assessment power of 
Assistant Commissioner to the Commercial Tax 
Officers. A higher grade of Commercial Tax Officers 
was also introduced at the same time and Commercial 
Tax Officers were divided into two grades, viz., Grade' 
I and Grade II. 

(5) As it was not possible for one Commissioner to 
look after the administration properly as well as to 
deal with a large number of appeals and revision 
petitions, an Additional Commissioner was appointed 
in 1952. The Additional Commissioner hears all ap¬ 
peals and revision petitions so that the Commissioner 
can now devote his whole time to inspection and other 
administrative work. 

(6) The Central Section has been strengthened to 
pursue suspicious cases and to organise statistical in¬ 
telligence. Recently a joint drive by the Central Sec¬ 
tion and the Police has been organised against tax- 
evasion. 

Trends in receipts 


6. Receipts from Sales Tax have been as follows:— 


(Rupees 

in thousands) 

Undivided Bengal 

1945-46. 

3,06,48 

1946-47 . 

3,60,45 

West Bengal 


1948-49 . 

* 4 . 32,09 

1949 - 5 °. 

4,63,90 

1950-5 1 . 

* 5 * 19,97 

X 95 X -52 . 

• 5,64,05 

* 952-53 . 

• 5,25,61 

1 953-54 (Budget). 

• 5,60,00 


The receipts show a steady upward trend, though 
there has been no change in the rate of tax since 
1945. In fact the receipts in West Bengal are now 
greater than the pre-partition receipts of Undivided 
Bengal with the same rate of tax. This upward trend 
is mainly due to tightening up of the administration 
by adopting measures for checking evasion and by 
amendments of the law to plug the loop-holes for 
evasion. Rise in prices has also contributed to the 
increase to some extent. 


3 

l 

*4 

75 

9 


t Calcutta 
Districts 


24 
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Arrears 


7. The table below shows the position of arrears: 


(Rupees in thousands) 



Assessed 
and out¬ 
standing 
at the 
beginning 
of the 
year 

Assessed 
during the 
year 

(including 
tax paid 
with 
return) 



Outstanding at the 

.. .. .A. 

end of the 

year 


Year 

Total 

during the 
year 

(including 
tax paid 
in 

advance) 

Under 

certi¬ 

ficate 

Under 

stay 

orders 

Payble 
after 
the end 
of the 
year 

Total 


i 

2 

3 

4 

5 

6 

1 

8 

9 


*948-49 . 

26,76 

5>25>22 

*949-50 . 

1,08,41 

5 , 53.03 

I 950 - 5 1 . 

r,38,08 

6,88,73 

195^52 . 

2,10,77 

6,98,68 

1952-53 upto December 1952. 

2 jfi 4*°5 

4 , 53,09 


The law provides that a registered dealer shall pay 
the tax due before furnishing returns and attach a 
copy of the treasury receipt with the return. In cases 
where returns are furnished without evidence of full 
payment of tax and where best-judgment assessments 
are made because of the dealer not furnishing any 
returns or carrying on business without registration 
though liable to pay tax, the law provides that the 
amount of tax due together with such penalty as may 
be imposed is to be paid to Government within 30 
days of the service of a notice. Any amount remaining 
unpaid on the expiry of the said period of notice is 
recoverable as an arrear of land-revenue ^ under the 
certificate procedure. The Assessing Officers take 
steps to issue certificates soon after the expiry of the 
period of notice and pursue recovery by the usual 
procedure of certificate. The cases under certificate 
include a large number of cases in which the dealers 
are untraceable. 

Evasion 

B, The methods commonly practised by the unscru¬ 
pulous dealers to evade payment of tax are— 

(a) Some dealers, mainly importers and manufac¬ 
turers, carry on business without registration in spite 
of liability to pay tax, 

(b) A dealer from another State may send out goods 
to this State for sale through hawkers or a chain of 
slippery dealers. 

(c) A dealer may carry on business to disappear 
after some time before he is due for assessment or 
shortly after he has been assessed. Such a dealer may 
even have taken out a registration voluntarily or 
otherwise in order that he may get larger scope for 
tax evasion by the method of disappearance. He may 
in that case even make some money by selling declara¬ 
tion forms and thereby lending his Registration, Num¬ 
ber to another tax evader, 

(d) A big firm who has no intention to disappear 
itself may set up a number of smaller firms and get 
them all registered. The sales of the big firm may 
be wholly or mostly to these satellite firms who dis¬ 
appear after some time without paying any tax. The 
sales of the mother firm to these satellite firms can¬ 
not be taxed as all these sales are to registered dealers, 

(e) Falsification of books of accounts, and falsifica¬ 
tion of entires made in the declaration forms, 

(f) Tax-free sales made by registered dealers to 
unregistered dealers on the basis of surreptitiously 
acquired declaration forms. 

(g) A considerable amount of business, particularly 
in motor parts, avoids sales tax through Chanderna- 
gore, which is in the womb of West Bengal. 

Steps have been taken from time to time to check 
evasion either by amendments of the law or by admi¬ 
nistrative measures. They may be described briefly 
as follows:— 

(a) Under section 4 of the Act, a dealer eould ori¬ 
ginally carry on business without getting himself 
registered for 15 months as his liability to pay tax 
would arise with effect from 3 months after the com¬ 


5>5*,9 8 

4 . 43.57 

38.49 

38,17 

9,8* 

1,08,41 

6.61,44 

5.23.36 

56,97 

22,61 

21,74 

1,38,08 

8,26,81 

6,16,04 

*.29,97 

29^5 

21,63 

2,10,77 

9 >° 9>45 

6,45,40 

1,68,17 

33^5 

11,03 

2,64,05 

W 4 

4 > 34> 6 5 

*,85,97 

29,11 

16,68 

2,82,49 


mencement of the year immediately following that 
during which his gross turnover first exceeded the 
taxable quantum. As this gave scope for legal avoi¬ 
dance, the section was amended in 1950, Under the 
amended section a dealer is liable to pay tax on all 
sales effected after the expiry of 2 months from the 
date on which his gross turnover first exceeds the 
taxable quantum. 

(b) Registered dealers claiming exemption under 

section 5(2) (a) (ii) of the Act in respect of sales to 
registered dealers, were previously required to furnish 
written declarations signed by registered dealers. The 
genuineness of such declarations was not often clear 
and there was evidence that unscrupulous dealers 
were evading tax by furnishing false declarations. 
With a view to ensure easy verification for prevention 
of such evasion, the section was amended in 1950 to 
provide that the declaration must be in the form pre¬ 
scribed by Government and must be one obtained 
from the Commercial Tax Department. The form 

prescribed is easy to recognise and difficult to forge, 

(c) Section 11(1) of the Act has been amended to 
ensure submission of returns and payment of tax 
within the prescribed period by providing for the im¬ 
position of penalty when returns are not so submitted. 

(d) The Inspectors of Commercial Taxes, some¬ 
times in co-operation with the Police, have been 

carrying on extensive field surveys for detection of 

dealers carrying on business without registration in 
spite of their liability to pay tax. 

(e) A number of written declarations furnished in 
support of claim for exemption in respect of sales to 
registered dealers are circulated for cross checking by 
the respective assessing authorities with the accounts 
of the purchasing dealers. 

(f) Arrangements have been made with the Railway 
authorities and steamer companies for allowing access 
to the Inspectors for verification of the claims for 
exemption in respect of sales made to places out of 
the State. 

(g) Applications for voluntary registration are sub¬ 
jected to a thorough scrutiny and registration is given 
only where the assessing officer is fully satisfied as to 
the bona fide of the applicant. 

(h) To prevent misuse of registration certificates 
granted to dealers who subsequently become untrace¬ 
able steps are taken for immediate cancellation of the 
certificates as soon as a dealer is found to be untrace¬ 
able. 

(i) There has been set up a Central Section to which 
all suspicious cases are referred for special investiga¬ 
tion. This section has a statistical branch whose busi¬ 
ness is to collect inter alia , the statistics of import by 
sea, sales by big registered source dealers and whole¬ 
salers and circulate them to the assessing authorities 
of the purchasing dealers for cross verification. 

(j) Shorter return periods are prescribed for dealers 
whose bona fides are not clear to the assessing officer. 

It is not possible to frame an estimate of the addi¬ 
tional revenue derived from each of these measures. 
But the steady rise in revenue derived from this 
source since 1949-50 shows the total effect. 
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MOTOR SPIRIT SALES TAX 

The Law 

The tax on the sale of motor spirit is levied under 
the Bengal Motor Spirit Sales Taxation Act, 1941. 

Main features 

2. “Motor spirit” has been defined as “any liquid or 
admixture of liquids which is ordinarily used directly 
or indirectly as fuel for any form of motor vehicle or 
stationary internal combustion engine and which has 
a flashing point below 76 degree Fahrenheit”. 

The tax is on all .retail sales of motor spirit and is 
levied at the rate of six annas per gallon. 

The tax is payable by the retail dealers or by the 
wholesale dealers in advance on their supplies to the 
retail dealers. 

Every wholesale dealer and retail dealer must obtain 
a license for carrying on business in motor spirit. 

No tax is levied on the sale of motor spirit for the 
purpose of aviation. 

Amendments rate of levy 

3. The following amendments were made to the 
Act:— 

(a) Section 3 of the Act was amended twice to en¬ 
hance the rate of the tax. In 1945 the original rate of 
one anna six pies was increased to three annas per 
gallon. In 1946 the rate was further increased to six 
annas per gallon. 

(b) The same section was amended in 1948 to 
exempt sales to Diplomatic or Consular Officers of 
such countries as may be specified by Government. 

Administration 

4. The Commercial Tax Directorate which collects 
the Sales Tax is also responsible for assessment and 
collection of this tax. Assessment and collection are 
easy and no administrative difficulty is experienced. 
There is hardly any scope for evading payment of this 
tax and no preventive measures appear to be called 
for. 

Receipts 

5. The receipts from this tax are given in the table 
below:— 


1948-49 , . ..81,16 

»949-50 .90,38 

1950- 51. 95.37 

1951- 52.1,08,37 

195 2 - 53 .1,05,11 

1 953- 54 (Budget).1,10,00 


The receipts rose after petrol was derationed in 
1950. 

RAW JUTE TAX 

The Law 

The tax is levied under the Bengal Raw Jute Taxa¬ 
tion Act, 1941. 

Main features 

2. The tax is levied at two annas on every maund of 
raw jute purchased by the occupier of a jute mill or 
by a shipper of jute. 

Every jute mill and shipper must be registered 
under the Act and keep books of accounts as may be 
prescribed and submit returns. 

The tax has to be paid before submitting returns 
with which receipts for payment are to be attached. 

3. There has been no amendment to any provision 
of the Act. 

4. The same machinery which is responsible for col¬ 
lection of Sales Tax and Motor Spirit Sales Tax also 
collects this tax. Administration presents no difficulty. 
The problem of collecting arrears does not also arise 
and there is hardly any evasion. 


Receipts 

5. The receipts from this tax have been as follows :— 


(Rupeees Jn thousands) 

Undivided Bengal 

1945-46 . 

42.85 

1946-47 . 

39?93 

West Bengal 


1948-49 . 

45»7i 

1949-50. 

34 > 10 

1 95°“5 1 . 

32,93 

I95I-52. 

33,05 

1952-53. 

32.89 

1953-54 (Budget) .... 

30,00 

The downward trend of the receipts from this tax 
is due to reduced supply of raw jute. 

(Notification No. 130-F.T., dated 29 th 
amended up to date.) 

March 1944, as 

No. 130-F.T.—29th March 1944,—In exercise of the 
power conferred by the entry in column 2 of the Sche- 
dule to the Bengal Finance (Sales Tax) Act, 1941 
(Bengal Act VI of 1941), in respect of item 16 of the 
said schedule, the Governor is pleased to fix the 
amounts specified in column 3 of the table below to 
be the amounts which the sale prices of the goods 
specified and described in the corresponding entries in 
columns 1 and 2 respectively of the said table shall 
not exceed for the purpose of exemption from tax 
under sub-section (1) of section 6 of the said Act. 

Goods Description 

Amount 

Dhootie A—Mill made — 

Rs. As. 

(?) Each piece not exceed¬ 
ing yards in length. 

7 0 per pair. 

(21) Each piece exceeding 

4f yards in length. 

7 B „ ,, 

B— Handloom woven — any size 

15 0 „ „ 

Lungi . A— Mill made — any size . 

3 0 „ piece. 

B — Handloom woven — any size 

60 ,, ,j 

Saree . A™Mill made— 


(*) Each piece not exceeding 

4J yards in length. 

8 0 „ „ 

(iV) Each piece exceeding 
yards in length. 

9 0 ,, „ 

B— Handloom woven—any size 

20 0 ,, j, 


Section II— Replies to Questions 

Question No. 125. 

Under the Constitution , the only sales or purchases 
which can be taxed are sales or purchases of goods. 
Do you consider that the Sales Tax should be extended 
to — 

(i) services, so that the tax may be leviable on 

(a) charges for services proper (e.g,, bills from 
a goldsmith or a printer ), (b) charges 

for both services and goods where the two 
cannot be readily separated (e.g., hotel bills) 
and (c) charges for certain types of goods 
into the price of which service enters as a 
substantial element (e.g., paintings or photo¬ 
graphs) ; and 

(ii) transactions of sale or purchose in stock ex¬ 
changes and futures markets ? 


(Rupees in thuosands) 
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ij c-, and Other 

issues which may arise m me impwfnwiuuuv.* 
suggestions . 


(i) Sale of goods and sale of services [are often so 
intermingled that it is extremely difficult to separate 
them in order that the former only can be taxed. 
This is one of the difficult problems of any system of 
taxation of sales confined to sale of goodjs only. 

In this State the relevant provisions of the # law 
which deal with this problem are to be found in the 
definition of contract [section 2(b)], definition of sale 
price in relation to contracts [section (2(h) (i) read 
with rule Z of the Bengal Sales Tax Rules] and the 
definition of sale price in other cases [section 2(h) 

(ii)]. 


Regarding contract, the provisions referred to above 
are quoted below :— 

Section 2(b).—“ ‘Contract’ means any agreement 
for carrying out ior any money consideration— 

(i) me cons? Grucfci 022 , fitting out, improvement or 
repair of any building, road, bridge or other 
immovable property, or 


(ii) the installation or repair of. any machinery 
affixed to a building or other immovable pro¬ 
perty, or 

(iii) the overhaul or repair of any motor vehicle 
or any sea-going vessel.” 


Such interpretation has not been so far seriously 
rhalieneed, but it is desirable that the Jaw should 
place the validity of such practices beyond doubt, it 
nossible. 


In this State cooked food is in the tax-free list and 
hence the question of taxing hotel bills has not arisen 
so far. In regard to bills from a goldsmith there is a 
specific provision in the Schedule to the Act if the 
price of bullion and labour charges are separately 
shown, no tax is payable, but if a consolidated sum 
is charged, i.e., “a necklace—Rs. 1,000” the whole 
amount is taxable. Sales of paintings and photographs 
are taxed on the consolidated price charged. 


It is presumed the Commission's question does not 
refer to taxation of sale of service even when it is 
not intermingled with or incidental to sale of goods, 
e.g,, a doctor's or a pleader's advice. If this presump¬ 
tion is correct, the additional revenue from making 
sale of such service only as is incidental to or inter¬ 
mingled with sale of goods is not likely to be large but 
appreciable, particularly if the whole of the proceeds 
of a contract could be taxed. An obvious way 
to avoid the tax on the sale of incidental service in the 
case of a contractor would be to make two separate con¬ 
tracts—one for labour and the other for materials. 
Hence if it was wanted to extend the scope of taxation 
to incidental charges in such cases, it would be neces¬ 
sary to make a mere labour contract also taxable, No 
actual estimate of the additional revenue is possible. 
The extension would be welcome as convenient to ad¬ 
ministration and would remove many controveries. 


Section 2 (h ),—“ ‘Sales-price’ means— 

\i) in the case of a sale which consists in the 
transfer of property in goods supplied in the 
execution of a contract (hereinafter referred 
to ns a sale involved in the execution of a 
contract)—such portion of the amount of the 
money consideration for the contract as may 
be prescribed representing the price of the 
goods supplied,” 

“Rule 2,—For the purpose of sub-clause (i) of 
clause (h) of section 2 portion of the amount of the 
money consideration for a contract representing the 
price of goods supplied in the execution of the contract 
shall be— 

(1) in the case where the dealer produces to the 
satisfaction of the assessing authority evi¬ 
dence showing the cost of materials and the 
cost of labour involved in the execution of 
the contract, 

X 

x+y’ 

where X and Y are respectively the cost of 
materials and the cost of labour so involved; 

or 

(2) in other cases— 

(a) 80 per cent, where the contract is an elec¬ 
trical contract; 

(b) 70 per cent, where the contract is a 
structural contract; 

(c) 66 2/3 per cent, where the contract is a 
sanitary or gas contract; 

(d) 40 per cent, where the contract is for 
overhaul or repair of a motor vehicle or 
sea-going vessel.” 

These provisions give a concrete formula which has 
worked satisfactorily in the case of contracts. 

In cases other than those coming under the defini¬ 
tion of contract, the position is not so satisfactory and 
doubts and controversies have been quite a few, 

Under section 2(h) (ii) sale price includes “any sum 
charged for anything done by the dealer in respegt of 
the goods at the time of or before delivery thereof”. 

Interpretation of the phrase within inverted commas 
above is difficult. That packing charges or charges for 
other services incidental to delivery come under this 
phrase is clear. When a dealer prints a matter or 
repairs a watch for a customer, he sells paper, ink, 
etc,, in the former case and some parts of the watch in 
the latter. He also does something in respect of the 
sale of these goods, and these are printing and fitting 
the parts respectively. Supposing he presents a con¬ 
solidated bill in either case, is the whole amount of 
the bill “sale price”, and therefore taxable? In this 
State, the question is replied in the affirmative. 

93—1 T. E. Com. (N.D.) 55 


The Government of Bengal considered on more 
than one occasion the question of levying a Sales Tax 
on transactions in the Stock Exchange and in the 
Futures Markets but did not find the idea acceptable. 

In 1943, the Government of Bengal enquired of the 
Government of India whether the latter would be pre¬ 
pared to levy such a tax on Stock Exchanges on an 
all-India basis and distribute the proceeds among the 
provinces, The Government of Bombay did not sup¬ 
port the proposal and the Government of India took 
no action. 


At present the power of taxing transactions in Stock 
Exchanges and Futures Markets belongs to the Cen¬ 
tral Government. In the case of a Central tax the 
question of diversion of business. will be minimised. 
But there are other important objections. Thus though 
the fear qf diversion from one State to another may 
not be there under a Central tax, the fear of diversion 
from the regular market to an irregular one will still 
be there. 

A futures contract is a hedge contract and is of the 
nature of an insurance policy which eliminates risks. 
Institutions for elimination of trade risks require en¬ 
couragement and regulation and are not a proper sub¬ 
ject of taxation. 

A turnover tax on Stock Exchanges has to work 
through brokers who work on small margins. A turn¬ 
over tax is rather unsuitable in such cases. Further, 
evasions will,be difficult to control to the great detri¬ 
ment to the business of regular brokers. Taxation of 
an invester, whether genuine or speculative, at the 
point when the investment is made is hardly desirable 
particularly in a backward economy. 

Question No, 126.— 

(1) The Union alone has the power to levy a tax 
on scale of newspapers or on advertisement in them. 
The power has not , so far, been exercised. Would you 
propose as desirable and feasible (a) a tax on sales 
only , or (b) a tax on advertisement only, or (c) a tax 
on both ? 

As regards (a), it has been urged that , on account 
of the small price charged fcr each newspaper , the 
sales tax would be fractional and cannot be an undue 
burden on the concern itself. If you agree with this , 
how would you meet the difficulty ? 

As regards (b)> what classes , if any, of newspapers 
and advertisements would you exempts from the tax 
and what rates of tax , graded or other would you 
levy ? 

(ii) Have you any suggestions to make regarding 
the taxation of advertisements other than those ap¬ 
pearing in newspapers ? 

A tax on sales of newspapers or on advertisements 
in newspapers is quite feasible and there is nothing 
especially undesirable about either. 



75 A 


It has been aigued that on account of the small 
price charged for each newspaper, the sales tax would 
be fractional and cannot be passed on to the buyer, 
whereas in the aggregate it would be an undue bur¬ 
den on the concern itself. This argument against a tax 
on the sale of newspapers is not acceptable. Shifting of 
taxation is a much more complex process than the 
argument assumes. When economic conditions induce 
such shifting, the mere lack of a suitable currency to 
apportion an ad valorem tax separately among diffe¬ 
rent units does not prevent it. Newspapers are not' 
the only instance of an item where the sale price is 
small. Sales tax is also not the only instance of an 
act valorem tax. 


Such taxes form a part of the cost and are shifted 
not separately but through the total cost. The increase 
in the cost of a newspaper or of any other article of 
the 'same nature can take place in many ways* e.g., 
through the price of raw materials, through the wages 
of labour, through the price of machinery, through 
interest charges, freight charges, postal charges, etc. 
Every increase in every item does not take place, in 
sufficiently big amounts so as to be separately appor- 
tionable in terms of available currency units among 
the number of units produced. The cost is allocated 
as a whole and not in a piece-meal fashion and the 
price is determined on the basis of the cost consider¬ 
ed in its entirety. Sometimes some part of the burden 
may fall on the producers and at other times a 
greater burden may be shifted. But in the long run 
the position is fairly even. This is how shifting of a 
small ad valorem cost of production takes place in 
the case of goods which are individually low priced. 


tax though the ghee that is handled by big business¬ 
men has to pay it. The poor man’s napkin and towel 
that are made by the village weaver and are sold 
directly to the poor consumer in the village goes u.n- 
taxed, though the napkins and towels which pass 
through registered dealers are taxed. The village 
Ayurevedic practitioner who makes his own medicine 
out of herbs collected locally and sells it directly to 
the consumer goes untaxed though such Ayurvedic 
medicine as is produced on a large scale by big firms 
is taxed. The small village shopkeeper who deals in 
these locally produced commodities has not to pay 
any tax in respect of these commodities though if he 
handles any commodity the supply of which he obtains 
from a registered dealer in the town, he has to pay 
a tax in respect of that commodity at the time of pur¬ 
chasing it from the registered dealer. Thus sales tax 
never aims at taxing the entire quantity of any cum- 
modity produced. It discriminates between the small 
and the big man. It Is a desirable form of rli'.^.lm, 
tion because it protects weaker aealer against the 
stronger. The weaker man has not got the advantages 
of capital and large scale operation which are avail¬ 
able to the bigger men and the protection is thus 
well-deserved. In this way a very large part of the 
rural economy is unaffected by the sales tax. This 
makes the sales tax acceptable. It also increases its 
equity and diminishes its cost of admin is t ration. It 
makes the sales* tax particularly suitable to our eco¬ 
nomy at its present stage of development. No doubt 
such limitation of scope creates at the same time a 
pressure for evasion or avoidance at the margin of the 
ring but with proper vigilance such evasion or avoi¬ 
dance can hardly assume a serious proportion. 


The question of definition of a newspaper will have 
to be carefully thought out, but once it is defined 
carefully the question of exemption of any particular 
class of newspapers may not arise at all. It is also 
not particularly necessary to exempt any particular 
class of advertisements in newspapers. These are 
questions of details and can be settled later. The rate 
of taxation in the case of newspapers may be the ordi¬ 
nary rate applicable to other goods subject to sales 
tax. In the case of advertisements it may be a little 
higher, say 6i per cent. 

This Government has been of the view that taxation 
of advertisements other than those appearing in the 
newspapers is better reserved for local bodies. 

Question No, 127, 

As regards sales tax generally and , in particular , 
the sales tax on goods leviable by the States, it is 
sometimes argued that—since all goods sold in a State 
must fall within one of three categories, viz., (a) 
inanufactured or produced within the State , (b) trans¬ 
ported into the State from elsewhere in the country 
and (c) imported into the State from abroad—an 
extension or increase of excise would serve just as 
well as sales tax for category (a), of octroi or ter¬ 
minal tax for category (b), and of customs for cate¬ 
gory (c). Do you agree with this view which implies 
that the sales tax has no specific function to perform 
in the country’s system of taxation ? If not, what in 
your opinion , from the point of view of a correlated 
tax-structure , is the legitimate place and scope of the 
sales tax as distinguished from that of excise , octroi 
and customs ? 

The argument referred to in the question is not 
acceptable. In order to steer clear of any confusion 
on the subject it is necessary in the first instance to 
specify the scope and function of sales tax as dis¬ 
tinguished from those of excise. An excise is always 
a selective tax and the sets out to tax the entire quanti¬ 
ty of the selected commodity produced in the country 
subject of course to drawbacks in respect of the quan¬ 
tity exported. Whether the commodity is consumed by 
a poor man or a rich man, whether it is used as raw 
material or as a finished product, whether the com¬ 
modity is handled by the smaller people or by the 
bigger businessmen such considerations are irrele¬ 
vant to an administrator of an excise tax. 

The sales tax is a comprehensive tax. It is a tax 
on all goods subject to a few specified exemptions. It 
works through a scheme of registered dealers. The 
registered dealers are all placed inside a ring, as it 
were. Unregistered dealers and the consumers are all 
outside the ring. Transactions within the ring are all 
tax-free; transactions outside the ring are also tax- 
free. The tax is levied when a commodity passes out 
of the ring. A commodity which never enters the ring 
escapes taxation altogether. 

A very large sector of the economy of the country 
is outside the ring and is therefore unaffected bv the 
sales tax. Thus the village milkman who makes ghee 
for sale to the local consumer has not to pay any sales 


As already stated a sales tax is a comprehensive 
tax on all goods. Such an all-embracing excise tax is 
unknown in the world and is impossible to administer. 
Administration of an excise tax involves strict con¬ 
trol over production and movement of the goods 
excised. Such control is possible only in the case of 
selected goods considered suitable for such control. To 
levy an excise tax on the thousands of articles which 
enter into the daily trade of the country is an im¬ 
possible task. It will not only be impossible to admi¬ 
nister it, but the interference it will involve with the 
trade and industry of the country will be ruinous and 
intolerable. The cost of collection is also likely to be 
prohibitive. The cost of collection of sales tax in West 
Bengal is less than 2 per cent. Even in the case of 
selected excises the cost is generally much higher. 
Further, even in the case of selective' excises evasion 
has to be tackled with the help - of a large staff engag¬ 
ed on the control of production and movement of the 
goods. In the case of a genera] excise covering thou¬ 
sands of articles evasion is likely to be much more 
difficult to control than in the case of sales tax. 


Many goods which enter into the trade of the 
country have a two-fold character. To some buyers 
they are consumer goods, to others they are raw 
materials. If the tax is levied at the production stage 
or at the import stage, it is not possible to differentiate 
between the two uses, for at the production stage 
this difference does not often become manifest. The 
difference is however fundamental and if it is not re¬ 
cognised, it will have very harmful effect on industry. 
An attempt to give effect to this difference through a 
system of refunds would be unacceptable, cumbrous 
and too expensive. 


There are many countries where sales tax or the 
purchase tax is levied by the Central Government, 
who are also competent to and also do levy excises. 
The U. K., Canada, Australia are examples of such 
countries. None of these countries has found it possi¬ 
ble or convenient to abandon sales tax in favour of 
excise-curn-iinport-ewm-Octroi. All of them find it 
necessary to levy a sales or purchase tax alongside 
excise and import duties. This clearly indicates "that 
sales tax has its scope and function quite distinct 
from those of excises, import duties and octroi. In all 
the three countries referred to above the tax works 
through a system of registration of dealers. The West 
Bengal system is generally similar to the systems 
followed in those countries except that the West Ben¬ 
gal tax being a State tax has to place greater em¬ 
phasis towards the retail end of the trade as in the 
States of U.S.A. 


The octroi is an universally hated tax. It hinders 
movement of trade. Its cost of collection is high. Its 
scope is strictly limited. The less of it we have the 
better. There is no octroi in West Bengal, 

Excises, customs and sales tax have however all 
their proper places in the tax system of a country. As 
already stated a sales tax is particularly suitable to 
our economy in- its present state of development. 
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It must be remembered however that the selection 
of a tax is after all a matter of compromise. An 
Administrator can hardly find a tax which satisfies all 
the cannons of taxation. 

“He has often to face a conflict of principles and as 
a practical man he can only pick and choose. The 
degree of violence that a tax does to each principle 
is of course very relevant in the matter of picking 
and choosing. A tax will certainly not be tolerated 
that kills business or requires the bulk of its yields 
for collection or hits' only the poor, however well it 
may satisfy the tfther principles. Equity may often 
have to be purchased by an additional half per cent, 
on the cdst of collection. In order not to hinder sav¬ 
ing, he may have to stop short of the ideal state of 
equity; for the sake of equity he may have to tolerate 
a certain impairing of productive efficiency and to 
on/*— (Provincial Taxation under Autonomy , Oxjord 
University Press—Chapter 1—Pages 34-35.) 

Taking all the facts together it can be said that 
sales tax in its present form in West Bengal is a 
fairly acceptable tax from all standards. 


The number of registered dealers in this State 
classified according to turnover is given below. 


Year 1951-52 


Turnover not exceeding Rs, io,ooo . . . 8,609 

Turnover exceeding Rs. 10,000 but not exceeding 2,830 

Rs. '20,000. 

Turnover exceeding Rs. 20,000 but not exceeding 2,313 

Rs. 40,000. 

Turnover exceeding Rs. 40,000 but not exceeding i,o8() 
Rs. 60,000. 

Turnover exceeding Rs. 60,000 but not exceeding Rs. 1,147 

1 , 00 , 000 . * 

Turnover exceeding Rs. 1,00,000 .... 1,332 

Unclassified assessment not being ample . . • 9,562 

Total . 26,899 


Secondly , the primary object of a tax is revenue. 

“A country’s taxation cannot of course be judged 
except by reference to the size of the expenditure re¬ 
quired. When a war is on, all the principles may have 
to bo violated. A war may require not only all savings 
but even capital. The job of the economist under such 
circumstances is simply to analyse and point out the 
effects of particular lines of action, so that the country 
may choose the best taxation, policy under the cir¬ 
cumstances and when it chooses a particular line it 
may also be forewarned of the consequences. In times 
of peace also the determination of the size of the 
necessary expenditure must precede the choice of the 
taxes to meet it. This, is a simple logical sequence 
which requires no detailed explanation. As a tax is 
only a means to an end, the means can be determined 
and judged only by reference to the end. It is only 
after the amount necessary to raise is known that the 
taxes that will raise amount in the best possible way 
can be thought of.”—( Provincial Taxation under Auto¬ 
nomy—Chapter I—pages 35-36.) 

The outstanding fact in the public finance of the 
country today is the gap between the revenue receipts 
of the State Government and their urgent need for 
expenditure. The responsibility for development of the 
country rests squarely on the State Governments. 
But their power to raise revenue is strictly limited. 
The need for development of a backward country like 
ours is urgent and extends to all fields of human 
activity, as for example, education, health, roads,” 
agriculture, industry and what not. Thus given the 
present requirement of revenue by the State Govern¬ 
ment and the powers of taxation available to them 
under the Constitution, it can be clearly said that 
nothing better can be found in place of the sales tax. 
The question of reducing its capacity to yield revenue 
therefore does not arise. Rectification of anomalies or 
removal of unnecessary hardship, if there are any, is 
however a different matter and must receive the 
serious attention of State Governments. 

Question No. 128. 


As the trade in motor spirit is highly specialised 
and regulated by law, it is easy to impose a retail 
sales tax on it. Tobacco is the only other article on 
which the selective sales tax is being levied. The 
Bombay Sales Tax Act V of 1939 imposing a selective 
sales tax on mill-made cloths and the Assam Sales 
Tax Act V of 1939 imposing a selective sales tax on 
certain articles of luxury goods were not enforced. 

A State selective sales tax is difficult to levy on 
wholesale sale of goods. It is also difficult to levy it 
on high-priced standardised articles like radios, 
etc., as the Assam example shows. A better technique 
for taxing such articles on a State basis would 
be the “use” tax. Thirdly a selective sales tax 
on necessaries of life would hardly be tolerable. 
These conditions severely restrict in practice the scope 
of a State selective sales tax. With the exclusion of 
wholesale sales and retail sales of high-priced, stand¬ 
ardised articles and articles of common consumption, 
all large yielders at economic cost practically go out 
of consideration in this contex. Retail sales of most of 
the remaining articles are so mixed up and scattered 
and small dealers preponderate so much in most cases 
that administrative difficulties, high cost of collection 
and the risk of causing hardship to the small men who 
often form the bulk of the assessees, effectively stand 
in the way of levying, at a reasonable cost, taxes on 
articles selected from among the mass. Under such 
circumstances it is often administratively impossible 
to separate for taxation the sale accounts of a particu¬ 
lar article out of the sale accounts* of a whole mass 
of articles sold by the same dealer and even if it were 
possible, the cost would be high. Here a comprehen¬ 
sive sales tax on ail these articles is an easier and 
more economical proposition. 

In their search for selective sales taxes, Provincial 
Governments. therefore searched for lines of retail 
trade which are not mixed up but specialised, not 
very much scattered, in which very small men do not 
preponderate and which do not deal with necessities 
of life or with standardised articles of high price in 
low bulk. It is obvious that not many such lines are 
available. 


(a) Sales tax is almost invariably levied by the 
State Governments in terms of the turnover of the 
dealer over a given period. Since a sales tax leviable 
on the individual transaction necessitates fairly ela¬ 
borate accounts , cash memos , etc., which only a small 
proportion of dealers is equipped to maintain , do you 
agree with the view that, in Indian conditions, the 
bulk of the sales tax is likely for a long time to 
come , to continue to be leviable on aggregate turnover 
as distinguished from the individual sale-price ? 


(b) In most States there are separate laws govern¬ 
ing sales tax on pertol. To what articles , if any, do 
you consider it desirable and feasible to extend the 
particular system adopted in respect of petrol ? 

Apart from the question of the equipment of the 
dealers to maintain detailed accounts, there is not 
much point in prefering a tax on individual sales price 
to a tax on the total sale price; for the total sale prices 
are after all composed of individual sale prices. It is 
of course true that in this country most of the dealers 
are not equipped to maintain detailed accounts and 
the system of turnover tax is therefore both conveni¬ 
ent to the administration and to the dealers Any 
change-over from the system of taxing turnover to a 
system of taxing individual prices except in the nase 
of a small number of selected commodities cannot 
therefore be foreseen. 


Motor spirit fulfilled all the conditions; tobacco did 
not satisfy all the conditions though a selective sales 
tax on it is possible. 


The main differences between the Petrol Sales Tax 
and the general sales tax in this State are:— 

(1) The rate of taxation on petrol is not ad valorem 
but specific mid is m effect much higher than the rate 
of the ordinary sales tax; 


m the case of the ordinary sales tax, some 
dealers are registered and placed inside a ring as it 
were. Transactions inside the ring are exempt Tax 
is levied only when an article passes out of the'ring 
That portion of the trade which does not enter the 
ring at all is altogether exempt. In the case of petrol 
all retail sales are taxed. There is no ring and no 
petrol sold m retail is exempt. 

Question No. 129. 

• T In J e P ar i t0 a system of levy based on turnover 
is the choice broadly limited to the alternatives here¬ 
after mentioned or is there any other system vou 
would advocate ? Under the system you recommend 
would sales tax continue to be roughly as sianificant n 
source of State revenue as at present? The aUeml 
tives referred to above are: ™ 



(i) a relatively low rate of levy at each of almost 
all points of sale; few dealers excluded and 
few goods exempted (Multi Point) ; 

(ii) a relatively high rate of levy at only one 
point, viz., the point at which a registered 
dealer sells either to a consumer or to an un- 
registered dealer; exemption from tax of sales 
by one registered dealer to another registered 
dealer ; exclusion from compulsory registra¬ 
tion of a dealer below a certain limit of turn¬ 
over; a large number of exempted goods (Sin¬ 
gle Point ) ; 

(Hi) various combinations of the above. 

(2) Which of the above alternatives would you 
advocate ? Please state your reasons in some detail, 
comparmg merits and demerits from the point of view 
of (a) the consumer, (b) the dealer, (c) industry, trade, 
etc., generally and (d) Government. Please relate your 
arguments, as far as possible, to lessons which may 
be drawn from the actual working of Sales Tax Acts 
in different States . 

(3) In particular: — 

(i) as regards (a) above, do you think that the 

sales tax, or any particular from of it, leads to 
a greater burden being placed on the consunier 
than is accounted for by the proceeds which 
accrue to the Exchequer ? 

(ii) as regards (b) above, have you any suggestions 
to make regarding the simplification of forms, 
accounts, etc., and of the procedure generally 
in order to make the administration of the too: 
less burdensome to the dealer ? Further, hav¬ 
ing regard to the cost of maintenance of the 
machinery for compliance, would you suggest 
an altertive foryn of taxation so far as small 
dealers are concerned ? 

(Hi) as regards (c) above, has the imposition of the 
sales tax led to any noticeable change in the 
organisation of the trade in the country, espe¬ 
cially in regard to the size of the business unit, 
location of head-offices, number of intermedia¬ 
ries, variety of the goods dealt with, etc ? 

(w) as regards (d) above, please examined the 
financial and administrative aspects including 
the scope for evasion presented by the particu¬ 
lar system and the difficulty or otherwise of 
counteracting it, 

tfome States have a single-point system, some have 
a multi-point system and some combine both the sys¬ 
tems. Bombay is at the moment introducing a two- 
point system, 

A multi-point system creates economic pressure for 
dislocation and integration of trade; it creates handi¬ 
caps for local industries and also for exports. In some 
States it does not exempt the primary necessaries of 
life: this is however not a necessary criterion of the 
multi-point system. 

A single-point system can avoid the above objec¬ 
tions. But under it the pressure for evasion is probably 
greater, because the rate has to be higher under it 
than under the multi-point system, given the amount 
of revenue to be raised. 

This Government does not think that any particu¬ 
lar system is good for all States. The system suitable 
for a State must depend on the character of its econo¬ 
my. For a State with a large distributive trade, with a 
number of big industries and with a large export 
trade, the multi-point system is not suitable. But it 
may be quite suitable under other conditions. 

Revenue depends more on exemption than on the 
system. If necessaries of life, exports, raw materials, 
machineries, etc., are exempt, revenue must be smaller 
than if they were not exempt. Whether such exemp¬ 
tions are more important than revenue is a question 
of policy and must also depend on the economy of the 
State. 

For the consumer the multi-point system with its 
pyramiding effect may be slightly wrose. For the same 
reason the sacrifices of the consumers are likely to be 
greater than the revenue in this system. 

From the stand-point of compliance difficulties, the 
single-point system is slightly preferable. Many 
dealers particularly the bigger manufacturers and 
wholesalers, may under this system avoid submitting 
detailed returns, their sales being restricted to regis¬ 
tered dealers only. Under the single-point system, it 
is also possible to fix the registrable turnover for 
ordinary dealers at a higher figure and hence at the 
lower end also more dealers escape the problem of 
compliance. No alternative form of taxation is neces¬ 
sary for such smaller dealers under this system. 

In this State with its single-point tax there has been 
no complaint about change in the organisation, struc¬ 
ture or channel of trade being changed by the sales 
tax. 


Administration is simpler under the single-point 
system to the extent that the registrable turnover can 
be fixed fairly high. The bigger manufacturers and 
wholesalers who sell only to registered dealers also, 
present little difficulty. The administration has there¬ 
fore to deal with a smaller number of dealers. When 
the rate of the tax in this State was one pice in the 
rupee, complaints about evasion Were not many. With 
a rate of three pice in the rupee, there is stronger pres¬ 
sure for evasion. Under the single-point system, eva¬ 
sion at one point is tfiore significant for the revenue 
as well as for the dealer than under the multi-point 
system. But under the former, a greater amount of 
cross cheek is possible and in fact it is necessary to 
organise such cross checks under the single-point sys¬ 
tem to keep down evasion. Further thesingie-proMf 
system provides sonie automatic checks against evasion. 
Thus an ordinary dealer, not being a manufacturer or 
importer, cannot avoid the tax by abstaining from regis¬ 
tration. 

Bombay has had experience of both a single-point 
system and a multi-point system and a study of the 
relative effects in that State will be highly interesting. 
The experience is however significant only for a State 
having a comparable economy. 

Question No. 130. 

In relation to the particular system you advocate — 

(i) should there be special rates of levy, higher 

than the ordinary rates , for certain articles ? 
If so, for which types of articles ? 

(ii) should there be special rates of levy, lower 

than the ordinary rate, for certain articles ? 
If so, for which types of articles ? 

(Hi) which articles, if any , should be exempted al¬ 
together and why ? Pelase elaborate the prin¬ 
ciples which, in your opinion, should underlie 
exemptions. 

In this State there is only one rate of taxation. 
Necessaries of life, exports, raw materials, machinery, 
etc., are altogether exempt. 

Besides those two classes, viz., taxed and exempt, 
in theory it may be justifiable to sub-divide the taxed 
class into sub-classes and to tax them at varying 
rates. But the more complex is the administration, the 
greater will be the loopholes for evasion as well &s 
the difficulties of compliance. A State sales lax has 
necessarily to pay greater emphasis towards the re¬ 
tail end. At that end, innumerable articles are dealt 
with by the same dealer. It is therefore doubtful 
whether varying rates are worthwhile. 

Further articles which can bear higher taxation are 
not many and their turnover also is not likely to be 
large. Where the article is one of high value is small 
bulk, a high tax creates stronge pressures for evasion. 

Where however the trade in such an article is spe¬ 
cialised and the retail trade cannot easily leave the 
State, it is better to levy a selective sales tax on it 
by a special Act. This is done on petrol in all States 
and on tobacco in some. On motor vehicles also all 
States levy a special tax, viz., a use tax which is more 
suitable than a sales tax in the case of such articles. 
License fees on articles subject to State Excise are also 
a special form of sales tax. If a higher rate of tax is 
to be levied, it should be appreciably higher and should 
better be levied under a separate Act This is possible 
only when the trade in the article is sufficiently spe¬ 
cialised to make separate treatment of its accounts 
worthwhile. Further in cases of articles which are of 
high value and are easy to transport the tax should 
better take the term of a use tax rather than that of 
a sales tax. 


The principles of exemption adopted in the West 
Bengal schemes are considered reasonable. It exempts 
necessaries of life and is also so designed that any 
goods when used for export or as raw material or as 
aids to manufacture, mining, generation and distribu¬ 
tion of electricity are exempt but the same goods are 
not so exempt when used as consumer goods. 

Question No. 131. 

In regard to system, rates, exemptions, etcwhat 
degree of uniformity between the different. States do 
you consider desirable and feasible ? Would you bring 
it about — 

(i) by formal or informal convention ; 

(ii) by central legislation promoted at the instance 
of two or more States ; 
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(Hi) by constitutional amendment , so as to include 
certain basic matters connected ivith the Sales 
Tax in the Concurrent List ? 

(iv) by constitutional amendment so as to include 
the item of Sales Tax, as a whole , in the Union 
List ? In the last-mentioned case how would 
you apportion the proceeds ? Would this alter¬ 
native be a practicable proposition jrom the 
point of view of the finances of the States? 

As stated in answer to question 129 the same system 
is not suitable for every economy. Same rates are not 
suitable to all States as the relative revenue require¬ 
ment as well as taxable capacity differ widely. Same 
exemptions are also not possible as requirements and 
habits, even food habits, differ widely from State to 
State. 

In regard to any of these matters therefore, unifor¬ 
mity among States is as a general rule neither neces¬ 
sary nor desirable. 

Revenue requirements and economic conditions also 
change from time to time in each State. These do not 
necessarily change in the same direction in all States. 
Hence, uniformity would destroy flexibility which is 
essential to meet the changing requirements of a State. 

Uniformity is also destructive of initiative in the 
States. Centralisation of a State tax would lead to a 
complete divorce between responsibility and initiative 
which is harmful to.public interest. As Rajaji said in 
a recent speech at the South Indian Chamber of Com¬ 
merce— 

“If businessmen preferred uniformity, it was be¬ 
cause they knew that the distant central legis¬ 
lature could be approached in different ways 
and from different angles.” 

Taxation being after all not a popular job, initiative 
to tax has to be based on the strong foundation of 
responsibility for services for which the proceeds of 
the taxation are necessary. 

The Finance Ministers’ Conference of 1948 discussed 
the question of uniformity and appointed a committee 
of State Finance Secretaries and officials of the Cen¬ 
tral Ministry of Finance. The decision of the commit¬ 
tee was as follows :— 

“(1) No sales duty should be levied on exports to 
other provinces of the following commodities; 

Grains and pulses. 

Flour. 

Atta. 

Maida. 

Matches. 

Kerosene. 

(2) A ceiling of 3 pies in a rupee should be fixed 
for the Sales Tax on the following industrial raw 
materials exported from one Province to another : — 

Coal. 

Cement, 

Steel. 

Cotton and cotton yarn. 

Hides and skins. 

Oil seeds. 

Rubber. 

Minerals. 

Jute. 

If the Sales Tax is levied subject to this ceiling by 
the Province exporting the materials, the Province 
importing it should not charge any further Sales Tax, 
if sold to a registered manufacturer for purposes of 
his manufacture. 

(3) A ceiling of 3 pies in a rupee should be fixed 
for the Sales Tax on the following goods exported from 
a Province:— 

Textiles. 

Plant and machinery. 

Vegetable oil products. 

Sugar. 


It will be open to the Province to levy a further tax 
on internal consumption if it so likes, 

(4) A uniform tax of 1 anna in the rupee (3 pies 
in the case of bullion and species) should be levied 
on the following luxury articles :— 

Bullion and specie. 

Jewellery, 

Refrigerators. 

Motor vehicles. 

Radios. 

Gramophones. 

This tax should be levied at the point at which 
sales take place to the actual user. 

(5) No Province should charge any sales tax on a 
commodity exported by it if on that same commodity 
it does not levy a tax on Its internal consumption. 

(6) No sales tax should be levied on agricultural im¬ 
plements worked by human or animal power. 

(7) In the case of commodities subject to multiple- 
point sales tax, the ceiling prescribed above should 
apply to the total incidence of the tax”. 

It will appear that the decision is restricted to ex¬ 
ports, inter-State transactions, agricultural implements 
and Sales Tax on bullion and specie, jewellery, 
etc., i.e., things of higher value in small bulk. 

The Finance Ministers’ Conference of 1952 again 
discussed the question of uniformity and the consensus 
of opinion was against such uniformity, except that the 
committee of Ministers appointed by the conference 
arrived at some decision on the question of exports 
and inter-State trade. The decision on inter-State trade 
has been discussed in answer to question 133. 

This Government has all along exempted exports, in¬ 
ter-State transactions and agricultural implements to¬ 
gether with bullion and specie and necessaries of life. 

It will thus appear that there is scope for unifor¬ 
mity in the matter of taxation of exports transaction, 
inter-State transactions and transactions in goods of 
high value in small bulk. Uniformity can hardly be 
pressed further. Necessaries of life are dealt with in 
greater detail in answer to the next question. 

In brief the conclusions that emerge are:— 

(1) F.xports and inter-State commerce are best dealt 
with under Article 286 of the Constitution amended 
in the manner stated in answer to question 133. 

(2) Necessaries of life are to be dealt with under 
clause (3) of Article 286 of the Constitution. But 
strictly speaking, with a democratic Government based 
on adult franchise this subject is better left to the 
State legislature, for the tax system is after all a 
matter of choice and others need not complain if a 
particular State chose to tax itself more severely than 
others—even to the extent of imposing taxes on neces¬ 
saries of life—for the sake of quicker development or 
other desirable objects of policy, 

(3) Taxation at a higher rate of high-priced articles 
in small bulk will be easier if the recommendations 
about amendment of Article 286 as well as for subsi¬ 
diary legislation made in answer to question 133 are 
accepted. If there are still some difficulties, they are 
better left to free conventions and understandings 
among States to which their own self-interest would 
impel them. 

Question No. 13£, 

To what extent has any desirable uniformity been 
achieved in regard to exemptions (in favour of “goods 
essential for the life of the community ’*) under clause 
(3) of Article 286 of the Constitution ? What principles 
would you advocate for deciding the exemptions to 
be made under this provision of the Constitution ? Do 
you consider that the scope of the provision contained 
in clause (3) of Article 286 should be extended also 
to “essential articles ” which had been subject to Sales 
Tax before the relevant Central enactment came into 
force ? 

Article 286 (3) does not speak of uniformity. It 
seeks to secure exemption from taxation of those 
goods which are essential for the life of the communi¬ 
ty—undoubtedly a desirable object. Even before this 
provision was made in the Constitution, the West Ben¬ 
gal Act provided for exemption of all articles consi¬ 
dered essential for life. 
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The exemptions admissible under the Bengal Act, do 
not compare unfavourably with the goods declared 
“essential for the life of the community”. 

A number of articles are exempt under the Bengal 
Act but have not been declared essential under the 
Central Act, e.g .— 

Live Stock and Poultry. 

Cooked food. 

Sugar and molasses. 

Tobacco for hookah. 

Quinine. 

Water, 

Sago. 

Charkha. 


Regarding books the position is as follows - 

Books are a very general term and includes text 
books, religious books, professional books, 
fictions—good or bad, etc. 

There is no reason why fictions, whether good or 
bad, should be exempt from Sales Tax. There is also 
no reason to exempt professional books from Sales 
Tax as they help in earning money. 

Prescribed religious books which are read by the 
masses have already been granted exemption from 
Sales Tax. They are— 

The Vedas; the Upanisads; the Ramayana; the 
Mahabharata; the Gita; the' Chandi; the 
Quaran; the Tafsir; Hadith; Shuruhi Hadith; 
Usul-i-Hadith; Usul-i-Tafsir; Fiqh; Usul-i- 
Fiqh; Kalam; the Bible; Zend-Avesta; Kalpa- 
sutra; Dharampada, Granth-Sahib. 


Matches. 


Iron and steel and hides and skins have been de¬ 
clared essential but do not occur in the Bengal Sche¬ 
dule, The explanation is that these articles are mostly 
either exported or used as raw material. When so 
exported or used as raw material, they are exempt 
under section 5 of the Bengal Act, 

A steel almirah is not “iron and steel” nor is a pair 
of shoes “hides and skins”. They are taxed in West 
Bengal and the Central Act does not, we presume, 
mean that Godrej almirahs or things like that requir¬ 
ed for domestic use would be exempt. 

Regarding cloth the provisions in the Central Act 
and the Bengal Act are shown below side by side:— 

Central Act 

Entry 8—All cloth, woven on handlooms, coarse and 
medium cotton cloth made in mills or woven on power- 
looms. 

Explanation 1.—“Coarse cloth”means any cloth in 
which the count of warp yarn employed (excluding 
the border) is below 17s. (whether single or folded). 

Explanation 2 .—“Medium cloth” means any cloth in 
which the count of warp yarn employed (excluding 
the border) is 17s, or finer but is less than 35s. (whe¬ 
ther single or folded). 

Bengal Act. 

Entry 16— Dhooties, lungies and sarees, when the 
sale price of a dhooti , lungi or saree does not exceed 
such amount as the State Government may fix in res¬ 
pect of dhooties , lungies or sarees, as the case may 
be, by notification in the Official Gazette: 


The student population in West Bengal according to 
the statistics collected by the Education Department 
as on 31st March 1952, is as follows 


Type of Institutions 

Student 

population 

Primary Schools .... 

' . . 14,88,290 

Secondary Schools .... 

• 5*81*832 

College for General education , 

51,821 

Total 

. 21,21,943 


Text-books prescribed for primary schools have been 
granted exemption from Sales Tax. Thus the vast bulk 
of the student population, viz,, about 15 lakhs out of 
a total student population of about 2JL lakhs, are 
exempt from Sales Tax in West Bengal. 

Nearly 6 lakhs students read in secondary schools. 
They come from all classes of society, rich and poor. 
It has been suggested that the average expenditure on 
books by a student in a year may vary from Rs. 10 to 
Hjk 20. 

Average is of course no guide to taxable capacity. 
While the boys coming from more prosperous familes 
buy more books, students coming from the poorer sec¬ 
tions of the community must be buying fewer books. 
As is well known, the poorer students try to collect 
used books from the old boys as far as possible. 
Hence exemption from Sales Tax would benefit the 
richer group much more than the poorer group. 

Assuming that each student in the poorer group 
buys books worth about Rs. 5 to Rs. 10, each student 


Provided that the State Government may fix diffe¬ 
rent amount for dhooties, lungies or sarees of diffe¬ 
rent sizes. 

Entry 41—Handloom woven— 

(a) Gamchas and 

(b) Khaddar sold by dealers approved by the State 
Government. 


The Bengal form is easier to administer and th 
price limits can be adjusted from time to time. 

Sugarcane and coconuts occur in the Central Ac 
but not in the Bengal Schedule. When they are use 
a S material, they are exempt under the Bengt 
Ac V Tu en ? re directly consumed in the village 

and the town without reaching a registered deale] 
they are exempt. Thus the Bengal system ensure 
practical exemption for them. 


may have to pay Sales Tax of annas 4 to annas 8 per 
year. This is nothing compared to the rise in the prices 
of books which the publishers have effected during 
the last few years. Books prescribed as text-books are 
practically monopolies and it is not clear whether any 
exemption from Sales Tax will go to the benefit, of 
the students. The chances are at least equal that this 
benefit from exemption will be appropriated largely 
by the publishers. This is indicated by the fact that 
the pressure for exemption comes almost invariably 
from the publishers. 

A more effective and reasonable means to help the 
poor studenfis is by schemes of direct help to the 
poorer students by way of free studentships, circulat¬ 
ing library of used books in different schools, etc. 
These already exist. It would be quite reasonable to 
assist such circulating library of used books and to 
render direct help to poorer students through stipends 
and free-studentships. This is the rational, if not the 
only, way to help poorer students. 


Butter, ghee, chhana and khoa which occur in th 
Central Act but not in the Bengal Act do not forn 
part of the daily food of the common man in Benga : 
in so far as they are produced and manufactured with 
out reaching a registered dealer, they are exempt. 

Fresh and dried fruits occur in the Central Act bu 
not m the Bengal Schedule. The bulk of the fres] 
fruits are marketed without reaching a registerei 
f d *. and hei ! ce are not taxed under the Bengal sys 
re ^ 1 ? tere l d. dealers in the line are mainly, ! 
a big merchants of Calcutta who act a 
Th! P uts i de principals—some of them in Pakis 
;* n i , stru , c ture and nature of the trade are sue] 
cipals^ 6 taX 1S g€neraily P assed on to the outside prin 


Flower seeds, bulbs and plants occur in the Central 
Act but not in the Bengal Schedule. These are certain¬ 
ly not essential for life. It is not clear at all why 
these were included in the Central Act. 

There are a few articles in the Central list which are 
taxed heavily by the centre, e.g., petrol, raw jute. If 
they are considered essential for life, Central taxation 
should also not be imposed on them. In fact these en¬ 
tries merely seek to exclude the taxing jurisdiction of 
the States in order to create exclusive taxing jurisdic¬ 
tion for the Centre. 

It is important to note that the system of taxation in 
vogue in a State is a highly significant factor in judg¬ 
ing a schedule of exemptions. Under the single point 
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tax has been levied in respect of purchase purely on 
the ground of administrative convenience. In the case 
of other articles purchasers are many and scattered, 
but sellers are a few and easy to deal with. In the 
case of raw jute the position is exactly the opposite. 
The buyers are only a few and easy to deal with, 
but sellers are innumerable and scattered. This is the 
reason why tax is levied on purchasers in the case of 
raw jute. 

Question No. 134. 

Do you think that lack of uniformity, betioeeii the 
States as regards the rates of Sales Tax and the 
methods of applying it (single or multiple point) has 
the effect of raising barriers in inter-State commerce 
or of inducing uneconomic diversions of trade ? Is so, 
what measures would you suggest to rectify the posi¬ 
tion ? 

We do not think that lack of uniformity in rates or 
in methods has raised any barriers in inter-State 
trade. The multi-point system may induce integra¬ 
tion and diversion. How far that is uneconomic is 
difficult to generalise upon. The extent and effect of 
such integration and diversion must depend upon the 
particular conditions of the area and the times. Even 
under a uniform multi-point system there must be 
some inducement to integration. No one can have 
greater interest in preventing diversion of trade than 
the State Government and the people in the State. 
Public opinion in the State will be the first to exert 
itself in case of any unfavourable re-action in this 
respect. We cannot think of any better guardian of 
public interest in the State in this respect than the 
State Government and the public opinion in the 
State. 


In West Bengal there has been no complaint about 
any hindrance to inter-State commerce or about un¬ 
economic diversion of trade on account of different 
in rates and methods of taxation. The only important 
difficulty to inter-State trade about which complaint 
has been heard from the business community has 
arisen because of the attempt of some other State 
Governments to tax inter-State trade on the basis of 
a particular interpretation of the provision of the 
Explanation to Article 286(1)(aa) of the Constitution, 
which though originally intended to be a restrictive 
provision is being attempted to be used as an enabling 
provision. 


Section III—Other Remarks 
Nil. 


ADVERTISEMENTS TAX 


Section I—Factual Background 


As the State Government do not levy any tax* on 
advertisements, there is no factual information to be 
furnished. 

Section II— Replies to Questions 

Please see reply to Question 126 included in the 
replies to questions on sales tax. 

Section III— Other Remarks 
Nil. 


STATE EXCISES 

Section I—Factual Background 


* Laics Administered 

State excises in West Bengal are governed by the 
following enactments :— 

(i) The Bengal Excise Act, 1909 (Bengal Act V of 
1909). 

(ii) The Opium Act, 1878 (I of 1878), as for the 
time being modified in its application to West 
Bengal, 

(iii) The Dangerous Drugs Act, 1930 (II of 1930). 

Main features 

(1) Control both fiscal and restrictive .—Two special 
features of the State excises which distinguish them 
from other excises are— 

(a) The underlying policy being maximum reve¬ 
nue with^ minimum consumption, the object of 
the administration is not only to maximise 
revenue but also to minimise consumption, 
and 

(b) the rate of taxation is therefore very high, 
being sometimes more than 2,000 per cent, of 
the cost price. 

(2) Iuceutiues to smuggling and illicit distillation .— 

Incentives to smuggling and illicit distillation are 
therefore the strongest and as a result the most rigor¬ 
ous methods of control over production, transport and 
sale of the excisable commodities have to be adotped* 

(3) Restricted movement. —In the case of country 
spirit, opium, ganja and bhang, export and import 
either from one State to another or as between a State 
and a foreign country are strictly controlled, the im¬ 
port or export of opium, ganja and bhang from or 
to a foreign country being totally forbidden unless 
such imports are certified by the importing Govern¬ 
ments to be required for medicinal purposes. In fact 
there is no import of country spirit, opium, ganja or 
bhang from any foreign country on Government 
account. 


(4) Production and wholsale distribution.— The pro¬ 
duction of opium is a monopoly of the Government of 
India and is done at their own factories at Gazipur 
and some other places. 


For the purpose of production of country spirit the 
State of West Bengal is divided into three zones and 
the monopoly of production and wholesale sale of 
country spirit in each zone is given to a distiller, the 
entire process of production and distribution being 
conducted under the strictest Government control. 
94—1 T. E. Com. (N.D.) 55 


The monopoly of production and wholesale distribu¬ 
tion of ganja in the entire State has been given to a 
co-operative society which augments its production, as 
and when necessary, by external supply obtained 
through Government. The same society obtains 
through Government its supply of bhang and enjoys 
the monopoly of wholesale distribution of bhang. 

(5) Retail distribution. —The retail sale of opium, 
country spirit, ganja and bhang is conducted by a 
limited number of licensed vendors from shops the 
sites of which are also approved by Government, The 
licensed vendors must obtain their supplies from the 
licensed wholesalers, and for this purpose each licens¬ 
ed vendor is linked to a specified warehouse maintain¬ 
ed by the wholesaler but the transactions of the 
warehouse are conducted under the direct control and 
supervision of Government. Opium is obtained by 
these licensed vendors direct from the Government 
treasury. 

(6) Terms of taxation .—On country spirit, ganja, 
bhang and opium an excise duty is levied at the stage 
of issue from the warehouse or the treasury, as the 
case may be, and a license fee is levied on the licensed 
vendors on a sliding scale according to the volume of 
sale of each vendor per month. 

(?) Limit of possession. —In the case of country 
spirit, ganja, bhang and opium there is a limit of 
possession even for consumers. 

(8) Price control .—The prices of country spirit, 
ganja, bhang and opium are fixed by Government both 
at the wholesale stage and at the retail stage. The 
articles cannot also be sold except in prescribed 
quantities, 

(9) Pachwai and toddy. —In the case of pachwai, 
there is the same system of licensed retail vendors 
who, however, brew their own pachwai for sale. There 
is only one tax charged on these licensed vendors, viz., 
a license fee. Home brewing of pachwai for domestic 
consumption only is allowed on ceremonial occasions 
or for the whole year under strict licenses. 

(10) In the case of vend of pachwai the license fee 
is charged under two systems. One is called the fixed 
fee system. Under this system license fee is charged 
on a sliding scale a$ in the case of country spirit except 
that in this case the basis of charge is not the quanti¬ 
ty sold but the quantity of the raw material from 
which the pachwai is manufactured. Secondly, there 
is the auction system under which shops are put up 
for auction and are leased out to the bidder offering 
the higest monthly lump fee irrespective of the quan¬ 
tity manufactured or sold. The shops, of course, must 



742 


not sell except from the licensed premises. The retail 
price of paehwai is not fixed by Government except in 
the case of shops under the fixed fee system. 


(11) Toddy is obtained by tapping date or palmyra 
trees. The price is not controlled by Government. In 
the major part of the State the shops are under the 
auction system, but the shops in the industrial areas 
of Calcutta and 24-Parganas are settled on fixed fee 
system. The number and sites of retail shops are fixed 
by Government. The revenue from toddy is derived in 
two ways, viz .— 


(13) Duty follows consumption.-** When duty-paid 
foreign liquor made in this State goes to another State, 
the State Government grants a refund of the corres¬ 
ponding amount of duty to the State Government to 
which it goes for consumption. There is an agreement 
between State Governments on this point that duty 
should follow consumption, that is to say, while the 
duty should be collected in the State of manufacture, 
the Government of the consuming province should 
receive the duty collected on it. 

(14) In the case of foreign liquor the system of con¬ 
trol is through four classes of licences, viz 


(a) By a tax on the trees tapped. In Calcutta 
and the surrounding industrial areas where 
consumption of toddy is high, the tax is levi¬ 
ed either on the owners of trees for domestic 
consumption or on vendors for sale. Outside 
this area trees are allowed to be tapped for 
domestic consumption up to a limit of 4 
seers without any license or tax, 

(b) By a license fee on retail shops. The license 
fee is fixed either by auction or on a fixed 
fee system. 

In the tree tax area the licensees must pay, in 
addition to the license fee, the tree tax on the number 
of trees tapped at the prescribed rate subject to a 
minimum amount of tree tax fixed by Government 
for each shop on the basis of trees tapped during the 
previous years. Outside the tree tax area, only license 
fee is payable, on the quantities sold, the vendors 
being free to tap any number of trees. 

Thus both in the case of paehwai and toddy there 
is no wholesale trader, the same person combining 
manufacture and retail sale. 

(12) Foreign liquor.— In the case of foreign liquor 
there is free movement from State to State or between 
a State and a foreign country, subject, of course, to 
certain excise regulations. On imported foreign liquor 
no excise duty can be levied but it is subject to the 
central import duty. On India-made foreign liquor 
manufactured within the State or imported from 
another State in India, an excise duty is leviable. 
Further, there is a license fee levied on the basis of 
sales of all foreign liquor, whether imported or India- 
made, at a flat rate per gallon. This is commonly 
known as the gallonage fee. 


(a) Compounding and bleding license ; 

(b) bottling licenses ; 

(c) trade license ; and 

( d) retail lincense. 

Retail licenses again are of various types, the chief 
types being public-off and public-on. There is a small 
license fee charged on trade licenses and is on a sliding 
scale varying from Rs. 500 to Rs. 3,50P per annum. 
The retail licensees are charged the gallonage fee, the 
charges on on-licenses being roughly 50 per cent, more 
than on off-licenses. License fee is also charged at a 
nominal rate, on compounding and blendig and on 
bottling licensees. 

(15) Medicinal and toilet preparations.— Rectified 
spirit and absolute alcohol used in the medicinal and 
toilet preparations are taxed at a concession rate. 
No license fee is charged on sale of medicinal and 
scientific preparations or on the sale of perfumery. 
Hospitals and dispensaries managed by Government 
or recommended in this respect by the Medical De¬ 
partment of this Government or any other State or 
Central Government get these preparations free of 
duty from this State. 

Amendments 

2. There has been no amendment to the law in rela¬ 
tion to the above features. 

Rates of levy 

3. (a) Country spirit. —The duty as well as the rate 
of license fee varies according to strength and locality. 
The rates in some industrial areas which are the 
highest in the State have been as follows; — 


[Converted to the London proof basis.] 

Year Rate of duty per Rates of license fee 

proof gallon 

Rs. As, Ps. 

1942-43. 14 2 8 (a) 75 0 U. P. liquor and weaker Varying from annas 8 to Rs. 

strength. 3-4 per proof gallon issued 

to the vendor according to 
the volume of his transac¬ 
tions, 

From— 


1-4-46 , 


46 12 7 


15-4-47 

• 

• 

• 

• 

• 

48 

4 

5 

I -6-48 • » 

• 

• 

* 

• 


5 * 

2 

5 

28-10-49 

* 

• 

• 

• 

• 

5 i 

12 

1 

15 - 4-51 

• 

* 

• 

■ 

• 

53 

3 

11 

1-11-51 

• 

• 

* 

• 


54 

2 

6 


L (b) Higher than 75 0 U, P. . Varying from Re. 1 to Rs, 

4-14 per proof gallon issued 
to the vendor according to 
the volume of his transactions. 


20-3-52 


54 8 2 


20-3-53 (current) . 


53 *4 o 


(b) Paehwai.—-No Excise duty is levied. The license 
fee is fixed by auction in some areas and on the basis 
of the quantity of rice used in the manufacture of 
paehwai in other areas. The higher scale of fee which 
is applicable to the industrial areas under the fixed 
fee system is as follows :— 


Rs. 20-8-0 for 1 maund of rice rising up to 
Rs. 4,910 for 200 maunds of rice. 

Rs. 26 per maund for quantities over 200 maunds. 

(c) Toddy. —The rates of tree-tax and license fees 
have been as follows — 


Payable by tree- 

owners for domestic Payable by others 
consumption 


Date Palmyra Date Palmyra 
palm palm 

Tree Tax— r s . r s . r s . r s . 

From 1-12-43. 4 5 4 5 

From 1-10-48 ... 8 10 6 7 

From 1-10-51 (current) ............ 9 ia 7 9 
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License fee is fixed by auction in some areas while in others it is payable on a scale fixed on the basis of the 
number of trees allowed for paying. The scale is as follows:— 


(1) For I date tree up to ioo date trees , 

(2) More than 100 date trees . 


(3) For Palmyra trees 


{<d ) Beer .—The rates are as follows :— 


.* Rs. 8 to Rs. 642. 

. Additional Rs. 7 per tree. 


Surcharge Rs. 4 per tree over the above 
scale. 


License fee (monthly) 

Duty per --- — . . . - ■ ■ 

bulk gallon India-made Imported 

(only on *- ———* -.-- 

India-made) ‘‘Off” rate “On” rate “Off” rate “On” rate 

per B.G. per B.G. per B.G. per B.G. 


Prior to 1-8-43 

From 1-8-43 

From 1-4-44 (current) 


Rs. As. Ps. Rs. As. Ps. Rs. As. Ps. Rs. As. Ps. Rs. As* Ps. 


*39.. 

166 2120 420 460 690 


( e ) Wines.- 


Prior to June 1944 
From June 1944 (current) 


if) Spirit (foreign liguor). 


License fee (monthly) 

Duty per Imp* ( -———,—-—--—^ 

gallon of wine Still wines imported Others imported 

containing not , .. - . A -*-^ ,-—.— 

more than 12% “Off” rate “On,, rate “Off” rate “On,, rate 

proof spirit (for 

India-made wines per B.G. per B.G. per B.G. per B.G. 

only) 


Rs. As. 


Rs. As. Rs. As. 


Rs. As. Rs. As. 


Duty per 
proof gallon 
(for India- 
made spirits 
only). 


License fee, gallonage fee (monthly). 

India-made Imported. 

“Off” rate “On” rate “Off" rate “On” rate 
per B. G. per B. G. per B. G. per B. G. 


Rs. As. Rs. As. 


Rs. As. 


1-8-43 • 
l-l2-43 


1-11-44 
15-11-50 


1 - 5-52 (current) 


N» B.—Concessional 1 

[g) Opium .- 


25 8 38 4 


1 a-8 per proof gallon for supply to troops and junior Commissioned Officers in the Defence Services, 


Duty per seer 
Maximum Minimum 


63 o 


License fee (for single opium license) 


1-4-46 , 
1-4-47 - 

1-1-48 , 
18-1-49 


1-4-52 . . 

1-4-53 (current) 


Rs. As. 
83 4 

279 4 

297 6 

345 H 
433 n 


537 2 

538 1 


Rs. As. 
83 4 

224 4 
245 i4 

292 14 
39° 11 


534 2 
538 1 


(i) Calcutta District -—Rs. 10 for issue of 1 seer to the retail vendor 
rising up to Rs. 5,070 for issue of loo seers, 

(ii) Other areas—Rs. 12 for issue of 1 seer to the retail vendor 
rising up to Rs. 1,999 f° r issue of 40 seers. 


(For combined opium and Ganja license) 

(1 i) Calcutta District —Rs. 20 per seer for issue of 2 seers rising 
up to Rs. 49 per seer for issue of 90 seers or above. 

(ii) Other areas— Rs. 22 per seer for issue of 2 seers rising up 
to Rs. 48-6 per seer for issue of 40 seers. 
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(A) Ganja :— 


Date 


Duty per seer 

_A___ 

Maximum Minimum 


Licence fee 


Rs. As. Ps. Rs. As. Ps, 


l- 4“43 





• 4 i 

1-4*46 

• 

* 



213 

1-4-47 


* 



• 243 

1-1-48 





♦ 296 

7-4-48 





■ 295 

1.5.50 





. 290 

t-10-50 





. 210 

I 5 - 4 - 5 I 

(current) . 




- 235 


15 

0 

4 i 

15 

0 

Same as for opium. 

13 

0 

193 

13 

0 


0 

0 

221 

0 

0 


8 

0 

238 

0 

0 


9 

9 

237 

1 

9 


9 

9 

277 

1 

9 


9 

9 

152 

1 

9 


9 

9 

182 

i 

9 



(i) Bhang :— 


Date 


Duty per seer 

. . _ k __ 

Maximum Minimum 


Licence fee 


Rs. As. Rs. As. 


1 - 4-35 

* 


* 

* 

* 

* 

3 

8 

3 

8 

Varies from Re. 1 to Rs. 15 per seer issued to the vendor accord¬ 
ing to the volume of his transactions. 

1-12-43 


* 

* 


* 


11 

0 

jSjg 

0 


1-4*44 


- 


* 

- 

• 

21 

0 

6 

0 


1-11-44 


* 

* 

* 



3 i 

0 

6 

0 

For a combined opium, ganja and bhang licence, the fee varies 
from Rs. 7 to Rs. 16 per seer of bhang issued to the vendor. 

1-4-45 



• 



* 

35 

0 

14 

0 


1-1-49 


* 

• 




60 

0 

20 

0 



(j) Medicinal and toilet preparations containing alcohol :— 


Duty per proof gallon 
of the spirit used and 
contained in the 
preparations. 


Rs. As. 

(t) Bona fide medicinal preparations. 5 o 

(ii) Medicinal preparations of the restricted categories and toilet preparations. 178 


Administrative set-up 


Cost of Administration 


4 The Excise Department is the Administrative De¬ 
partment in the Secretariat. The Commissioner of 
Excise is in administrative charge and is assisted by 
two Deputy Commissioners. One of the 'Deputy Com¬ 
missioners functions as the Collector of Excise, Cal¬ 
cutta, and the other is in charge of the preventive arid 
detection work. There are 22 Superintendents of 
Excise. 66 Inspectors of Excise, 231 Sub-Inspectors of 
Excise and 137 Petty Officers. The Excise Officers 
work within their respective jurisdictions under the 
control of the Collectors of Districts who are respon¬ 
sible for the collection of Excise revenue in the dis¬ 
trict. 


From an order of the Superintendent of Excise, an 
appeal lies to the Collector. From an original or appel¬ 
late order of the Collector, an appeal lies to the Excise 
Commissioner. From an original or appellate order of 
the Excise Commissioner, an appeal will lie to the 
Board of Revenue, provided that when the Excise 
Commissioner on appeal upholds an order of the Col¬ 
lector, no further appeal lies. Government have tne 
overriding power of revision of any order passed by 
any authority under the relevant Acts. 


5. The cost of administration and the receipts have 
been as follows :— 


(Rupees in thousands) 


Year 

Cost of 
adminis¬ 
tration 

Receipts 

1948-49 • 

34,81 

6,22,82 

1949-5° • 

33.37 

6 , 14*95 

1950-51 • 

33>55 

6,22,18 

1951-52 . 

4°» I 5 

8 , 72,53 

1952-53 • 

40,03 

5 , 75,86 

1953-54 (current) . 

40,18 

5,61,60 


The tax administration is reasonably efficient. 
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Trends in Receipts 


6. The receipts from each excisable article have been as follows :— 


(Rupees in thousands) 


Name of the article 



1946-47 

1947-48 

1948-49 

1949-50 

i95 0 -5 1 

1 951-52 

1952-53 

1953-54 

(Budget) 

i 




2 

3 

4 

5 

6 

7 

8 

9 

Country spirit 



. 

2,32,82 

1,96,44 

2,95,65 

3 > 0 9>28 

3*23*97 

3,29,38 

2,67,19 

2,76,00 

Pachwai 



• 

34,98 

4b94 

39,28 

41,44 

38,28 

4’,37 

38,48 

38,60 

Tari 




9,77 

9,87 

12,12 

i3*39 

12,34 

14,05 

14,13 

13*4° 

Beer 




2.74 

6,03 

7,*3 

15*29 

12,02 

15,12 

19,73 

19,00 

Wines and spirits 




91,09 

M3>79 

79, *6 

79*i7 

79*82 

I,l8,66 

86,45 

80,00 

Commercial spirits 




15,61 

”>29 

*4,34 

11,88 

I3*3i 

12,29 

12,12 

12,00 

Opium 




87,64 

1,02,80 

1,02,42 

1,00,56 

1,05,62 

99*91 

98,11 

79*8o 

Ganja 




66,58 

77,28 

62,01 

3i*95 

25,20 

30,36 

30,00 

32,44 

Bhang 



* 

4,72 

5*35 

6,3* 

7*34 

6,48 

6,34 

5*77 

5*3i 

Miscellaneous 



• 

2,92 

3>°9 

3,66 

4*59 

5*o8 

5,oi 

4*9i 

5*05 



Total 

5,48,9> 

5*67,92 

6,22,81 

6,14,94 

6,22,17 

6,72,53 

5,68,70 

5,61,60 


The receipts were largest in 1951-52 up to which 
year there was an upward trend. From 1952-53, a 
downward trend is noticeable. The frequent upgrad¬ 
ing of taxes during the war and the years following 
had the effect of mopping up surplus money during 
the period under inflation. The recent downward trend 
may be attributed to three distinct causes, namely— 

(a) falling off of the purchasing power ; 

(b) illicit distillation of country spirits ; and 

(c) smuggling of drugs and cutting off of supplies 
of opium in pursuance of the policy of opium 
prohibition. 

Arrears 

7. In view of the fixed fee system of settlement 
there is hardly any arrear in this State as the follow¬ 
ing figures will show :— 



Year 

Damand 

Collection 

(including 

advance 

collection) 



Rs, 

Rs. 

r x> 

4- 

4^ 

CO 

» • 4 

. 5 , 66 , 46,590 

5,67,72,249 

1948-49 ■ 

. 

. 6,20,71,992 

6,21,58,204 

1949-5° * 

. 

. 6,08,13,773 

6,09,17,705 

*950*5 1 • 


. 6,14,92,525 

6,20,54,380 

1951-52 . 

. 

6,27,97,441 

6,29,02,023 


In those areas of the State where the auction system 
of settlement prevails, as in the case of tari and 
pachwai licences, there is occasional arrear of revenue. 
Such arrears are realisable under the certificate pro¬ 
cedure under the Public Demands Recovery Act. The 
arrears involved in this system are small and cases of 
writing off of any arrear as irrecoverable are rare. 

Evasion 

8. Chandernagore, formerly'French and now central¬ 
ly administered, still retains its low taxation of country 
spirit. The place being in the heart of West Bengal, 
an appreciable volume of country spirit is smuggled 
into West Bengal from there. 

In certain areas of Bihar bordering on West Bengal, 
the old outstill system and a low rate of taxation still 
prevail. A certain quantity of country spirit is smug¬ 
gled from these areas into the districts of Burdwan 
and Birbhum jn West Bengal. Except from these two 
sources there is hardly any smuggling of country spirit 
into West Bengal. 


But illicit distillation of country spirit takes place 
and has increased in recent years in places where it 
can be readily sold. Whenever these offences become 
rampant in any particular locality special preventive 
force has to be sent to apprehend the offenders. 

As regards drugs, the problem of smuggling is diffi¬ 
cult, Calcutta being a focal point of international 
smuggling. Opium is smuggled into West Bengal 
from other States where the supply exceeds the de¬ 
mand and from other production centres. The opium 
so smuggled in is either sold in the State or smuggled 
out of the country to Burma, China, etc. Smuggling 
takes place by rail, post, aeroplane, motor vehicles and 
by carrier-passengers. There are excise check posts at 
important railway stations, aerodromes, etc. While cus¬ 
toms officers can check every luggage, the excise 
officers have to act on definite information received 
beforehand or in course of search on suspicion. It is 
extremely difficult to seize any drug after it has crossed 
the State boundary and has entered the State. In the 
absence of greater vigilance and co-operation of States 
of origin the attempts can only be partially successful. 
It is reported that opium is smuggled into West Bengal 
from the Uttar Pradesh. 

With the partition, the source of supply of ganja 
from Naogaon in Rajshahi (now in East Bengal) was 
cut off and with a view to reducing consumption the 
tax was increased. Supplies of ganja were obtained 
from Madras and Madhya Pradesh but the quality of 
the ganja so procured was inferior to Naogaon ganja. 
Consumers wanted ganja of better quality and were 
prepared to pay good price for it. The smugglers be¬ 
came active and attempts were made by them to run 
the contraband from any place where ganja of good 
quality was available. Illicit supplies came from East 
Bengal but very soon it was discovered that ganja of 
very good quality was available in plenty in Manipur 
at a nominal cost and excise restriction on ganja at 
Manipur was yet to develop. In spite of the cost of 
carriage by aeroplane, postal parcels and rail, large 
quantities of ganja were smuggled into this State. Al¬ 
most simultaneously* it was further discovered that in 
Nepal there was no control over ganja which was of a 
much better quality. Smuggling from Nepal commenc¬ 
ed in right earnest, which has one advantage over Mani¬ 
pur in that while Manipur could maintain the smuggl¬ 
ing to West Bengal only, Nepal could do so not only to 
West Bengal but also to Bihar and Uttar Pradesh. In 
1950-51, the smuggling appears to have reached its 
peak and in spite of the reduction of the duty in that 
year there was a sharp fall in consumption from licen¬ 
sed shops and in revenue. Intensive preventive activi¬ 
ties were undertaken not only in this State but also 
in the other two sister States. Quite a number of smug¬ 
glers, particularly operating in the Manipur area, were 
sent to jail for ganja offences and the smuggling seem¬ 
ed to have been brought under some control. But the 
position still continues to cause anxiety as there is not 
much improvement in the situation about smuggling 
from Nepal. 

Under the fixed fee system of settlement of licences, 
the licensees are not inclined to attempt evasion or 
avoidance of the State excise to any appreciable 
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extent. Sporadic attempts are sometimes made to 
evade the tax in-an indirect manner such as by dilu¬ 
tion of liquors or adulteration of drugs but these are 
easily detected by the inspecting staff and the licences 
are cancelled. 

Section II—Replies to Questions 
Question No 135. 

(a) In regard to State excise duties and the revenue 
therefrom , have you any comments or suggestions to 
make — 

(i) on features of importaiice connected with the 
system of levy of these duties in different 
States ;—or 

(ii) on policies involving various degrees of relin¬ 
quishment in certain States of the revenue 
from these duties ? 

Should there t in this context , be uniformity between 
different States? If so, in what particulars and to what 
extent? 

(b) Is there proper co-ordination between the levy 
of Central excise on medicinal and toilet prepara¬ 
tions containing alcohol , etc., and of State excise 
on alcoholic liquors ? If not , what steps would you sug¬ 
gest to ensure adequate co-ordination ? 

(a) (i) A comparative table showing the duties on 
country spirit and ganja in West Bengal and the 
bordering States of Bihar and Orissa is given below :— 


I.—Country spirit per proof gallon 


Duty 

(maximum) 




Rs. As. Ps, 

West Bengal . 

* 

* 53 *4 0 

Bihar 

. 

. 30 0 0 

Orissa . 


20 0 0 


II. — Ganja per seer 

Duty 

(maximum) 



Rs. As. Ps. 

West Bengal . 


* 235 9 9 

Bihar , , * 

. 

. 175 0 0 

Orissa ♦ 

. 

. 140 0 0 

It will appear that 
Orissa are quite low 

the rates of duty 
compared to those 

in Bihar and 
in West Ben- 


gal- 

Further in the areas in Bihar near the West Bengal 
border outstill system of production and auction sys¬ 
tem of licensing sale prevails. This encourages smug¬ 
gling into West Bengal, It is desirable that Bihar 
should, if possible, adopt comparable rates of duty to¬ 
gether with Government-supervised distillery system 
of production and fixed fee system of licensing. 


Features of importance connected with the system of 
levy in this State have been stated in section I. 

(a) (ii) In this State the policy of prohibition has 
not yet been actually enforced in any area except to 
the extent required by the Government of India s de¬ 
cision to reduce production of opium progressively 
with a view to complete prohibition of opium in 10 
years. In pursuance of the policy of maximum revenue 
with minimum consumption, the following special steps 
have been taken :— 

(1) Reduction of the number of excise licences 
for the retail sale of liquors and drugs. 

(2) Reduction of working hours of excise shops in 
industrial areas. 

(3) Closing of all liquor shops in Calcutta and 
industrial areas on Tuesdays. 

(4) Bar on the grant of new excise licences for 
retail sale of liquor and drugs except with 
previous approval of Government, 

(5) Upgrading the rates of taxation on liquors 
and drugs with a view to reducing their con¬ 
sumption, 

(6) Intensification of the activities of the Depart¬ 
ment for prevention of excise crimes. 

Obviously, there cannot be any all-round uniformity 
among States in this matter as all States are not. in 
the fortunate position of being able to relinquish 
large revenues. 

(b) In West Bengal, one proof gallon of rectified 
spirit will at present pay duty of Rs, 5, Rs. 17-8-0 or 
Rs, 70 according as it is contained in bona fide medi¬ 
cinal preparations, toilet preparations and restricted 
medicinal preparations or India-made foreign liquor. 
The tendency of putting alcoholic liquors on the mar¬ 
ket in the guise of medicinal preparations may arise 
if the demand for alcoholic liquor is far in excess of 
its supply. But as there is no such excess demand in 
West Bengal the tendency has not appeared yet. 

West Bengal has all along supported that the levy 
of excise duty on medicinal and toilet preparations 
should be uniform throughout India and that there 
should be no restriction oh inter-State trade except 
for the restricted categories. 

The recommendations of the Expert Excise Com¬ 
mittee in this matter have been accepted by this Gov¬ 
ernment. The Government of India have already un¬ 
dertaken necessary legislation to give effect to the re¬ 
commendations. 


Section III— Other Remarks 

(1) In the Centrally-administered States, particular¬ 
ly in Manipur, the excise control should be made 
more effective so that there is little scope for smug¬ 
gling to other States. At present there is very little 
excise control at Manipur, 

(2) In the Centrally-administered area of Chander- 
nagore the system of excise control and rates of duty 
should be on the same lines as in West Bengal. 

(3) The Governments of Uttar Pradesh and Bihar 
make a special levy on molasses sold by their sugar 
mills to distilleries in other States. No such levy is 
made however on molasses sold by these sugar mills to 
distilleries in their own States. The rate of levy is 
4 annas 6 pies per maund in Uttar Pradesh and 8 
annas per maund in Bihar. The Uttar Pradesh rate 
was as high as Rs. 1-4-0 formerly. This discriminatory 
taxation is of doubtful constitutional validity and 
should be removed. 


AGRICULTURAL INCOME-TAX 

Section I—Factual Background 


The Law 

The tax is levied under the Bengal Agricultural In¬ 
come-Tax Act, 1944, 

Main features 

(1) As in the Indian Income-Tax Act, assessees un¬ 
der the Act are classified into the following classes : — 

(a) Company. 

(b) Firm. 

(c) Association of persons. 

(d) Hindu undivided family. 


(e) Individual. 

(/) Ruler of a Part B State [section 3], 

(2) Agricultural income is of two classes, viz., 
‘‘Agricultural income from rent or revenue’ 7 and “Agri¬ 
cultural income from agriculture” [sections 6 and 7], 

(3) The basis of levy of the tax is the “Total agri¬ 
cultural income” of the assesses which comprises . all 
agricultural income of the assessee derived from the 
land situated within the State and received by him 
within or without the State [sections 3 and 4] 
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(4) The tax is levied on the basis of receipt and 
not on the basis of accrual [section 2(14)] except that 
the agricultural income derived from tea grown in the 
State and sold after manufacture is computed on the 
basis of the assessment made under the Indian Income 
Tax Act, [section 8(2)]. 

(5) Tax is paid by a company, firm or other asso¬ 
ciation of persons on its total agricultural income at 
the maximum rate and without any exemption limit. 
The tax so paid is deemed to be tax paid on behalf 
of the shareholders, partners or members, as the case 
may be, who in their individual capacities, are en¬ 
titled to a refund of the agricultural income-tax paid 
in excess on their behalf by the Company [sections 17 
and 48]. 

( 6 ) The exemption limit in the case of individual 
and Hindu undivided families (other than Hindu un¬ 
divided family consisting of brothers only) or a Euler 
of a Part B State, is Ks. 3,000. No tax is also payable 


I In the case of individuals, etc.— 

(tf) On the first Rs. 1,500 of the total agricultural ineoirie * 
(A) On the next R$; 3?30o * 

(t) On the next Rs. 5300b 

(</) On the next Rs, 5,000 ...... 

(e) On the next Rs. 5,000 ...... 

(/) On the balance ....... 

II. In the case of company, firm or other association of persons— 
On the whole of the total agricultural income . 


on the agricultural income derived from a holding not 
exceeding 80 standard bighas, directly cultivated by 
the individual or the family, provided the only source 
of agricultural income of the individual or the family 
is the said holding [Schedule to the Act]. 

Amendments of the Law 

2. No amendment relating to the main features has 
been made to the law as originally enacted except that 
the oringinal exemption limits of Rs. 3,500 and 100 
standard bighas were reduced to Rs. 3,000 and 80 
standard bighas, by the West Bengal Agricultural In¬ 
come-Tax (Amendment) Act, 1949. 

Rates of levy 

3, The original rates were in force till the law was 
amended in 1949 to enhance the rates with effect from 
the assessment year 1949-50. The original rates and 
the rates introduced in 1949 are given in the table 
below ;— 

Original rates Rates introduced in 1949. 


. Nil, Nil* 

t 9 pie§ in the fuptig . * .9 pies ifl the rupee, 

. 1 anna in the riipetf , . 1 anna $ pies in the rupee, 

. i anna G pies in the rupee? . 2 ftnnas in the rupee. 

2 annas in the rupee ; , £J annas in the rupee. 

. 2 annas 6 pies in the rupee * 4 annas in the rupee, 


2 annas 6 pics in the rupee . 4 annas in the rupfcfh 


Administrative set-up 

4 . The Administrative Department in the Secretariat 
is the Taxation Branch of the Finance Department. 

The Agricultural Income-tax Directorate is respon¬ 
sible for assessment and collection of the tax. The 
Commissioner of Commercial Taxes is also the Com¬ 
missioner of Agricultural Income-Tax and is in charge 
of the Directorate. There is one Assistant Commis¬ 
sioner who is, under the law, wholly an appellate 
authority. For purposes of assessment and collection 
the State has been divided into eight Ranges. Eight 
Agricultural Income-Tax Officers, Grade I, 12 Agricul¬ 
tural Income-Tax Officers, Grade II, and 13 Inspectors 
are attached to these Ranges along with the necessary 
clerical staff. 

The. Assistant Commissioner hears all appeals 
against orders passed by Agricultural Income-Tax 
Officers and appeals against orders of the Assistant 
Commissioner are disposed of by an Appellate Tribu¬ 
nal which consists of one Judicial Member of the rank 
of a District Judge, one lawyer-member and one ac¬ 
countant-member. The assessee or the Commissioner 
of Agricultural Income-Tax may move the Tribunal 1o 
refer to the High Court any question of law arising 
out of the order of the Tribunal. 

Cost of administration 


Trends in receipts 

6 . The receipts from the tax have been as follows :— 


Year 

Rupees in thousands 

1943-49 .... 

43.21 

1949-50 .... 

63,73 

1950-51 .... 

63,30 

r95i’52 • 

63,56 

1952-53 (March final) 

. . . . 6 i,ai 

*953-54 (Budget) . 

63,51 


The increase from 1949-50 is due to increase of rates 
and reduction of exemption limits made in 1949. 


5 . The cost is wholly on account of pay and allow¬ 
ances of officers and staff, contingent expenditure, etc., 
of the Agricultural Income-Tax Directorate and the 
Tribunal. The cost is about 5 per cent, of the collec¬ 
tion. 


Arrears 


7. The position of arrears 
below :~— 


is given in the table 

(Rupees in thousands). 


Year 

Outstanding Assessed during 
at the beginning the year (includ- 
of the year ing tax paid in 
advance) 

Total 

Collection during 
the year (includ¬ 
ing tax paid in 
advance) 

Outstanding 
at the end of 
the year 

I950-5 1 . 

0,91 

63,02 

80,93 

63,30 

*7> 6 3 

1951-52. 

*7.63 

70,47 

88,io 

63,56 

24*54 

1952-53 . 

24,54 

69,81 

94>35 

61,21 

33*H 


Evasion 

8 . Methods adopted to evade liability to pay tax are 
generally as follows :—- 

(1) Purchases in the benami of wife, major and 
minor sons, and daughters are made by some assessees 
and the onus of proving that such holdings purchased 
are in fact the holdings of the assessees purchased 
benami lies entirely on the assessing officer and in 


most cases the assessing officer is unable to discharge 
the onus as it can hardly be expected that the sons, 
daughters etc., will ever depose against* their father. 

(2) Creation of Devottar , Wakf and other legal 
trusts of their holdings by registered deeds prima 
facie for religious or charitable purposes. 

Efforts are made to thrash out the real state of 
things in this respect although the problem is difficult, 
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Section II— Replies to Questions 

Agricultural Income-Tax 
Question No. 139. 

A few States levy agricultural income-tax ♦ but in 
almost none is it among the more important sources 
of revenue; the progress of land reforms will further 
reduce its yield . Would you, in order to increase the 
yield from this tax or for other reasons (tohieh may 
please be specified ), make major modifications in the 
present system of taxation of agricultural income ? If 
so, please indicate the modifications you ivould make. 

The assessees fall into three main classes, viz „ Rent 
Receivers, Tea Companies and Agriculturists. A little 
more than 50 per cent, of the revenue is derived from 

Companies and the balance of the revenue is 
derived almost equally from the other two groups. 
With the abolition of rent-receiving interests in land, 
&5. per cent, of the revenue that is now derived from 
this group will go and if subsequently a ceiling is put 
upon agricultural holdings at near about 80 bighas, 
the other 25 per cent, that is now derived from cul¬ 
tivators will also go. The revenue will then be derived 
almost wholly from Tea Gardens. 

At present there is no proposal to make any major 
modification in the present system. 

Question No. 140. 

In particular, do your suggestions involves — 

(a) correlation, and if so, to what extent, of agri¬ 
cultural with non-agricultural income-tax ; 

(b) alternation, and if so, in what manner, of the 
levy of land revenue ? 

As regards (a), if the correlation suggested takes 
the form of the levy of a single tax on the total of 
non-agricultural and agricultural income, instead of 
the present separate Central and State taxes, please 
deal with the constitutional, administrative and other 
problems involved, including the apportioning of pro¬ 
ceeds among State Governments. Alternatively, if the 
State Governments continue separately to levy * a tax 
on agricultural income, but the rates of levy are based 
on the total of the two types of income, agricultural 
and non-agricultural , ichat are the specific problems 
which arise, and how would you deal with them ? 

As regards (b), please indicate the probable net 
effect of the suggested measures on the revenues of 
Government, What administrative or other issues are 
involved , and how toould you deal with them ? 

(a) This Government considers the present consti¬ 
tutional arrangement to be quite suitable and are 
opposed to a single Central levy. This Government do 
not suggest any alteration in the basis of the levy, 
either. In view of the impending land reform such a 
step would not be worth while. 

(b) This Government do not propose any alteration 
in the levy of land revenue. With the abolition of rent¬ 
receiving interests, Government will collect the rents 
directly. Rents in this State are low and have remain¬ 
ed unaltered for decades. According to the findings of 
the Bengal Land Revenue Commission, rents in Ben¬ 
gal are generally the lowest in India. In 1937 the Ben¬ 
gal Tenancy Act was amended to put a ban on any 
enhancement of rents, and the ban still continues. 
The rent therefore is no burden on the present payer. 

Though the incidence of rent is not on the present 
payers and though the margin of cultivation has been 
generally going down and the long term or secular 
trend of prices have also been upward, rent is extre¬ 
mely sticky and having regard to the popular feeling 
about it and also having regard to the economic con¬ 
ditions of the general masses of the cultivators, any 
alteration in the system of land revenue to secure 
greater taxation of economic rent, after the abolition 
of the Zamindaries, is not likely to be feasible. 

Question No. 141. 

How would you determine taxable income, in the 
comparative absence of accounts , in rural areas ? What 
treatment should, in particular , be given to the follow¬ 
ing : — 

(i) expenses of cultivation, harvesting , preparation 
for the market, etc .; 

(ii) agricultural losses owing to a calamity or other 
reasons (In this connection, would you favour 
giving the assessee the discretion to choose the 


alternative of averaging his income over a 
number of year s— say, 3 to 5 years —in order 
to cover good and bad years ?) 

(iii) depreciation in respect of — 

(a) live stock , 

(b) implements and carts, 

(c ) means of irrigation, e.g., wells, etc., 

( d ) buildings ? 

In the Bengal Agriculture Income Tax Act, 1944, 
the following provisions have been made to meet the 
difficulty arising out of the absence of books of ac¬ 
counts among ordinary cultivators :— 

(1) An exemption limit has been prescribed in 
terms of the size of the holding (80 bighas). 

(2) An allowance in respect of the cost of culti¬ 
vation, etc., including the maintenance of im¬ 
plements and cattle, has been fixed at 50 per 
cent, of the market value of the produce 
raised from the land in the case of individuals 
and Hindu undivided families who cultivate 
the land themselves or with the aid of servants 
or hired labourers [uide section 7(1), proviso]. 

Further there are the Settlement Records of Rights 
and the crop and price statistics regularly published 
by Government which together with local information 
provide a fairly reliable guide. 

Items referred to in (i), (ii), and (iii) in the case 
of income from cultivation are dealt with in clauses 

(4) and (5) of section 6 and section 7 of the Bengal 
Agricultural Income Tax Act, 1944. 

Item (i) and items (iii) (a) and (iii) (b) are dealt 
with in section 7(1). Either actual expenses are allow¬ 
ed in respect of these items or they are included in 
the lump allowance of 50 per cent, in the case of 
ordinary cultivators who usually do not keep accounts. 
It will appear that in the case of cattle actual main¬ 
tenance cost is allowed except in cases where it is 
covered by the lump allowance [vide section 7(1) (iv) 
and proviso]. 

Items (iii) (c) and (iii) (d) are dealt with in clauses 

(5) and (0) of section 7, and depreciation at prescrib¬ 
ed rates is allowed. The prescribed rates are :— 


Means of irrigation, e.g., wells, etc. . . Varying from to 

33 J % of the written 
down value. 


Buildings ...... Varying from 2j% to 

i2j% of the written 
down value. 


Regarding item (ii )— 

Losses are allowed to be carried over till six years 
from the end of the assessment year [ vide section 28 
( 2 )]. 

Charges of Insurance against loss are also admis¬ 
sible as a deduction [ vide clause ( 6 ) of section 6 and 
clause (7) of section 7]. 

As tax has to be paid out of the income of a year» 
averaging of income over a number of years is not 
convenient to the assessee. For example, on the basis 
of averaging a large tax may become payable in a 
losing year and cause great inconvenience to the 
assessee. 

Question No, 142. 

What rates ivould you prescribe for agricultural 
income-tax and how would you graduate them ? Is it 
possible to have uniform rates in all the States? What 
exemption limits would you lay down ? 

The existing rates of tax and exemption limits have 
already been stated in Section I. No major change is 
suggested at the present stage. 

No uniformity in the rates of tax is either desirable 
or practicable. Difference in the rates of agricultural 
Income Tax can hardly cause any mischief but it 
leaves scope for adjustment to the varying require¬ 
ments of the budgets of the different States from year 
to year 5 
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Section III— Other Remarks Section II— Replies to Questions 

Nil 

Included in Memorandum III. 

LAND REVENUE AND LAND CESSES 

Section I— Factual Background Section III— Other Remarks 

Please see general note on Land Revenue in Memo- 
randum III. 


IRRIGATION RATES, BETTERMENT LEVY AND IRRIGATION CESS 

(Note prepared by the Department of Irrigation and Waterways.) 
Section I—Factual Background 

The Law 


Irrigation rates for water supplied from Govern¬ 
ment Canals are levied under the Bengal Irrigation 
Act III of 1B76 and the Bengal bevelopment Act XVI 
of 1935. 


Main features 

Under the Irrigation Act the water rate is paid 
voluntarily by the cultivators who enter into contracts 
with Government for supply of canal water. The 
water rate fixed under the Act varies between Rs. 2 to 
Rs. 6-8-0 per acre per Kharif or Rabi season. 

Under the Development Act the payment of the 
annual recurring charge called “improvement levy” is 
compulsory. The levy is made on all agricultural lands 
falling within the notified area of a development 
scheme and is payable by the occupiers of such lands. 
The rate of levy under this Act must not exceed one- 
half of the net value of the estimated increase in out¬ 
turn attributable to the Development Scheme subject 
to ceiling rates fixed for the Damodar and Eden Canals 
Projects and the Bakreswar Canal which were com¬ 
pleted before this Act came into force. There is also 
provision in this Act for a lump sum payment of addi¬ 
tional improvement levy on unculturable wastes con¬ 
verted into culturable lands as a result of the impro¬ 
vement work constructed by the Government. This 
additional levy becomes payable when the reclaimed 
land is settled for the first time with any tenant. The 
incidence of this tax is on the person who settles the 
land. 


There are executive rules framed under both the 
abovementioned Acts. The rules under the Irrigation 
Act, 1876, regulate, among other matters, the amount 
of any charge made under the Act, the procedure for 
preferring appeal against the orders and decisions 
iven under the provisions of the Act. The rates once 
xed generally continue indefinitely and are revised 
as and when necessity arises. 

The rules framed under the Development Act, 1935, 
provide for many miscellaneous matters regarding 
working of the provisions of the Act and prescribe 
the manner in which the average increase in outturn 
of agricultural produce, the net increase in the profits 
and net value of the estimated increase in outturn is 
to be estimated. The rules also prescribe the proce¬ 
dure to be followed by the appellate and revisional 
authorities under the Act. 

Ametidmcnts 

2. No amendment of the Irrigation Act, 1876, or of 
the Development Act, 1935, has been made in recent 


There was no change Ta rates in respect of the old 
works except that the rate of improvement levy on the 
irrigable area of the Dafnodar Canal Project has been 
raised from Rs. 4 to the maximum admissible limit of 
Rs. 5-8-0 per acre since the year 1952-53. The rates 
in respect of the n^w minor irrigation schemes which 
have been executed in recent years have been fixed 
at Rs. 0 to Rs. 6-8-0 per acre per season as against the 
rates of old works ranging from Rs. 2 to Rs. 4-8-0 per 
acre. There is, however, a proposal to enhance the 
rates of the old works in consideration of the increased 
cost of maintenance. 

There was no large scale abatement or remission of 
the rates during the last few years. It may be stated 
here that abatement or remission of the rates is allow¬ 
ed by the Collector whenever the crop on land entitled 
to a supply of water suffers material injury for in¬ 
sufficient supply of water or from excess of water due 
to deficient drainage. Special remissions are allowed 
by Government on account of injury to crops caused by 
inundation, blight, storms or by any extraordinary 
tsfuse. 

Administrative set-up 

4. At the Secretariat level, the Department of Irriga¬ 
tion and Waterways administer the Acts. 

Under the Irrigation Act, the rates for supply of 
canal water together with rules regarding supply of 
water and collection of the charges are fixed by Gov¬ 
ernment for an indefinite period, after inviting objec¬ 
tions through publication of the draft rules and 
schedules of rates in the Calcutta Gazette for one 
month. The rules are then finally published with or 
without modifications, as may be necessary. There is 
therefore no provision for appeal against the final 
fixation of the charges under the Irrigation Act. 

Under the Development Act, 1935, the rate of im¬ 
provement levy is declared by Government generally 
for one year (may be fixed for 5 years at a time) on 
the basis of finally accepted estimate of net increase 
in profits and of net value of estimated increase in 
outturn made by the Chief Estimating Officer appoint¬ 
ed under the Act. The Collector then prepares and 
publishes in the prescribed manner the detailed assess¬ 
ment lists and serves notice of demand with necessary 
particulars. Any person may appeal, within 30 days 
from the date of service of the notice, to the Commis¬ 
sioner of the Division on the ground of wrong assess¬ 
ment. The decision of the Divisional Commissioner on 
such appeal is final unless the decision is revised by 
the Board of Revenue on presentation of an applica¬ 
tion before it within thirty days from the date of the 
order of the Commissioner. Assessment of the rate is 
thus simple and there is hardly any scope for improve¬ 
ment. 


years, 


Rates of levy 


l In this State there are at present three major 
irrigation projects (i.e., works costing Rs. 10 lakhs or 
more in each case) excluding the Mayurakshi Reser¬ 
voir Project which is only partly completed now. These 
major projects which are all old works, are (i) the 
Damodar Canal Project, (ii) the Eden Canal Project 
(which being fed mainly by the water of the Damo¬ 
dar Canal is practically a part of that Project), and 
(iii) the Midnapore Canal Project. Of these the Midna- 
pore Canal is used both for irrigation and navigation 
purposes. The other two are purely irrigation works. 
There are a number of minor irrigation works in this 
State most of which were constructed in recent years. 


The Development. Act governs the levy in respect of 
the Damodar Canal Project only in which case the 
maximum permissible limit of improvement levy rea¬ 
lised for any year is Rs. 5-8-0 per acre. The Irrigation 
Act governs the rest of the irrigation works including 
the completed portion of the irrigation canals under 
the Mayurakshi Project under execution. The current 
rates of taxes under both the Acts are shown in the 
Statement A enclosed. 


The rates are collected by the Divisional Canal Offi¬ 
cer or other Officer in charge of the Revenue Division 
through his staff of Tahsildars and peons. The rates 
in respect of most of the schemes are collected by two 
Revenue Divisions each in charge of a Sub-Deputy 
Collector who works under direct supervision of the 
Superintending Engineer having territorial jurisdic¬ 
tion over the area. The Revenue Officers are also 
vested with powers to realise the arrear revenues un¬ 
der the Public Demands Recovery Act III of 1913. 
There is a proposal to place the revenue work under 
the respective collectors for better supervision of the 
collection work. 


Cost of administration 

5. The revenue position of the three major irriga¬ 
tion works is shown in Statement B enclosed. It will 
appear that the cost of administration and collection 
of the rates compares unfavourably with receipts. 
Statement C attached will indicate that collection is 
far from satisfactory. 

Administration is on the whole satisfactory, although 
sometimes there is some delay in completing assess¬ 
ment, 
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As already stated the incidence of water rate under 
the Irrigation Act, 1876, is upon persons accepting the 
water. They are mostly the cultivators holding direct 
"nder the landlords or under intermediaries. The land¬ 
lords and the tenure-holders have to pay on cultivable 
lands held khas by them. But such cases are few. 
The improvement levy under the Development Act, 
1935, on agricultural lands is payable by the occupiers 
of such lands within the notified area. In respect of 
lands cultivated under “bhag” system, the term 
“occupiers” includes the person whose land is cultivat¬ 
ed and also the person who cultivates it. The incidence 
of the tax under this Act also is mostly on the culti¬ 
vators. In view of the system of land tenure obtain¬ 
ing in this State, there is no scope of amalgamating 
the water rate with the land revenue payable by the 
landlords and tenureholdcrs. * Such merging of the 
water rate with the land revanu£j»ay be possible-after 
the abolition of the Zaminda*T system. 

Trends in receipts and arrears 

6 and 7. Statement C indicates Ifa e p ercentage of 
receipts against demands in respect oTTwo old major 
irrigation schemes during seven years ending 1952-53 
It will appear from this statement that the rate of 
collection is not satisfactory. When repeated attempts 
to realise the arrear dues amicably prove ineffective, 
steps are taken to recover the dues under the Bengal 
Public Demands Recovery Act III of 1913 with costs 
and interest at 6J per cent, from the date of the sign¬ 
ing of the certificate up to the date of realisation. 
Default to make payment of the dues in time is partly 
due to economic difficulty in rural areas and partly 
due to mischievous propaganda of the interested 
parties. 

Evasion 

8 In view of the existing provision in the Irrigation 
Act. 1876, for penalising unauthorised use of canal 
water by charging payment at a rate which is appro¬ 
ximately double the normal rate, there is very little 
attempt to evade the tax when lawfully payable. 

Section II— Replies to Questions 

Question No. 155. 

Would you recommend any of the following taxes , 
either singly or in combination, where a major irriga¬ 
tion work has been constructed by the State -— 

(i) a betterment levy representing a portion of the 
increase in the value of land ; 

(ii) an irrigation rate for the water actually sup¬ 
plied ; 

(iii) a small compulsory cess for all lands under 
command , whether the water is actually utilis¬ 
ed or not ; 

(iv) any other tax or taxes , as an alternative to or 
in conjunction with the above ? 


Should tht prtx&eds from the levy be earmarked for 
a specific connected purpose # e.g., contributing towards 
the cost of the particular irrigation project or of 
other irrigation projects ? 

(a) A reasonable amount not exceeding one-half of 
the unearned increment in the value of land should 
be absorbed by the State as Capital levy. Similarly, 
a reasonable amount not exceeding one-half of the net 
value of the estimated increase in outturn of crop 
should be secured for the pubile treasury. 

(b) The Capital levy should be assessed on the esti¬ 
mated increase Qn the capital value of both agricul¬ 
tural and n$n-agrK^ltural lands in the notified area. 
This levy should bepayable by the occupiers of the 
agricultural land who have saleable right over it and 
the owners of non-agricultural land. It should be rea¬ 
lised in lfcng instalments. 

The Capital levy should be collected in 

one instillation The levy should be realised by the 
Collector of the district concerned. 

(c) The Capital levy should be recovered after com¬ 
pletion of the project when benefits will actually 
accrue 

(d) It would not be proper and practicable to im¬ 
pose a Capital levy on lands already benefited by an 
existing irrigation work. But it would not be impro¬ 
per to impose a recurring annual levy or betterment 
levy in respect of such schemes if regular and ade¬ 
quate supply of irrigation water can be guaranteed to 
the v/hole of the irrigable area of the scheme. 

(e) The proceeds from the levy should first be con¬ 
tributed towards the cost of the particular irrigation 
project and surplus, if any, may be utilised for execu¬ 
tion of new projects. 

Question No, 157. 

(i) Should the irrigation rate be no more than an 
adequate charge for the water supplied or should it 
also contain an element of additional levy on ihe in¬ 
creased yield or crops ? Ca?t you indicate with reference 
to conditioTis in your State whether , and if so to what 
extent, there is an element of additional levy in res¬ 
pect of (a) old irrigation ivorks, (b) new irrigation 
works? What limits would you place on the quantum 
of additional levy in respect of (a) old irrigation 
works, (b) new irrigation ivorks ? 

(ii) Would you base the irrigation rale primarily 
on (a) area irrigated, (b) quantity . of water supplied, 
(c) crop value, (d) any other factor ? 

(tii) Are you in favour of periodical revision of 
water rates ? If so, ivith reference to one or more 
specified States, what period would you consider 
appropriate in conformity with economic considera¬ 
tions and in the light of administrative convenience ? 


Yes, a “capital levy” representing a portion of the 
increase in the value of land and a recurring annual 
levy to be called “betterment levy” are recommended. 
It is proposed to call the lump sum tax in clause (i) as 
“Capital levy” in place of “betterment levy” and tho 
recurring annual levy in clause (ii) as “betterment 
levy.” instead of “irrigation rate”; (iii) a small com¬ 
pulsory cess in addition to the taxes in clauses (i) and 
(ii) is not recommended, particularly in view of the 
fact that the betterment levy should be fixed at an 
adequate levy, (iv) an additional capital levy in con¬ 
junction with the taxes in clauses (i) and (ii) above 
only in respect of unculturable wastes turned into eul- 
turable lands as a result of the particular scheme 
executed for purposes of irrigation and drainage i.s 
recommended. No other tax is recommended. 

Question No. 156. 

What portion of the increment in land value may 
be reasonably absored by the State as betterment 
levy ? 


How should it be assessed , in what instalments 
should it be collected and by what administrative 
machinery ? 

How would you time the recovery in relation to 
development, i.e., before the project comes into full 
operation or afterwards when substantial incremental 
valve is actually realised ? 


Would it be proper and practicable to impose a 
betterment levy on lands already benefited by an 
existing irrigation work ? 


(iv) Do you advocate concessional or incentive rates, 
particularly in the initial stages of development with a 
viev) to encouraging the production of specific CTOVS 

or the adoption of desired farming techniques ? 


(0 It would be uneconomic to 
irrigation rate at such an amount as wovdd reiselhf 
cost of water supplied, i.e., the annual working ex 
penses only. The rate should contain an element of 
additional levy on the Increase profit also which being 
of the nature of a windfall is a fit object of such taxa¬ 
tion. The irrigation rate should be fixed on such a scale 
as would make the scheme a productive one, i.e., capa¬ 
ble ol repaying within ten years after its completion, 
the annual Interest of the capital invested calculated at 
4 per cent, after meeting all working expenses and de¬ 
preciation. None of the existing irrigation schemes in 
this State are at present productive in the sense indi¬ 


cated above. The old schemes do not fetch even the 
working expenses, as will appear from Statement D en¬ 
closed. No major irrigation wwk has recently been com¬ 
pleted in this State. In respect of both old and new irri¬ 
gation works the recurring annual charge should not 
exceed one-half of the increased profits from crops result¬ 
ing from the work. In this State payment on such a scale 
will make the schemes self-supporting, (ii) The irriga¬ 
tion rate should primarily be based on the area irri¬ 
gated in combination with the crop value, (iii) The 
water rates should be revised as and when revision is 
warranted by the variation in the price of paddy 
which is the staple crop grown in this State. In this 
State the rate of levy on account of water-supply 
made under the Development Act, 1935, is fixed every 
year although there is legal provision to fix the rate 
for five years at a time. The water rate under (he 
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Irrigation Act, 1876, is fixed for an indefinite period 
and is revised when necessary. The present arrange¬ 
ment is not considered inconvenient, (iv) There should 
be concessional rates in the initial stages of develop¬ 
ment, if production of specific crops or the adoption 
of desired farming techniques has to be encouraged in 
any particular area. 

Question No. 158. 

How would you fix the compulsory irrigation c ess'! 
Would you make it a small fee relatable to the annual 
cost of maintenance of the work ? 

There is no case for imposition of a compulsory irri¬ 
gation cess in addition to a compulsory recurring 
annual levy under the title of “betterment levy” which 
should cover both the annual cost of maintenance of 
the work and other incidental charges plus interest on 
the capital invested. In case of voluntary payment of 
the water rate under the Irrigation Act also, no com¬ 
pulsory irrigation cess is recommended. 

Question No. 159. 

If the items mentioned above—betterment levy, irri¬ 
gation rate and irrigation cess—were discussed in 
connection with a minor irrigation work, or a tube-well 
scheme, to what extent would your replies have to be 
modified ? 

In the case of minor irrigation work or a tube-well 
scheme a compulsory levy sufficient to raise the capi¬ 
tal outlay with interest within a reasonable period in 
addition to the annual working expenses should be 
imposed. 

Question No. 160. 

In what circumstances would a consolidated rate of 
land revenue—where the assessment includes an ele¬ 
ment of water rate —be p referable to a scheme of sepa¬ 
rate irrigation rates and cesses ? 

The scheme of a consolidated rate of land revenue 
including water rate is certainly preferable to the 
existing scheme of separate irrigation rates, as this is 
likely to reduce the cost of collection and ensure 
prompt recovery of the tax. Such a scheme can only 
be considered in this State after abolition of the 
Zamindary system when most of the cultivators will 
hold lands direct under the Government. Paragraph 5 
of Section I may be referred to in this connection. 

Question No. 161. 

What is the scope for the imposition of a surcharge 
on irrigation rates based on— 

(z) crops values ; 

(ii) sizes of holding, etc., 

for the purpose of financing projects of a local chara¬ 
cter ? 

There is at present no irrigation scheme in this 
State, Irrigation rates in respect of which are purely 
based on crop values and sizes of holdings, etc. But 
there is hardly any scope for imposition of any sur¬ 
charge on irrigation rate for the purpose of financing 
projects of a local character. This question does not 
also arise in the case of a compulsory recurring annual 
levy. 


Section III—Other Remarks 

There is in this State a chronic habit of the culti¬ 
vators to gamble on rainfall treating an irrigation 
system as an insurance against failure of the monsoon. 
Thus they try to avoid the charge in years of normal 
rainfall if they have not already come under long 
lease. But this is not possible under the Development 
Act, 1935, under which the levy is compulsory. Inci¬ 
dentally, it may be mentioned that irrigation schemes 
in this State have never been remunerative. Each 
scheme governed by the Irrigation Act has become a 
burden on the State revenues. On the other hand, 
there is enormous need of new works of controlled 
irrigation, drainage of water-logged areas and flood 
control works. But the financial difficulty prevents 
Government from taking up such expensive works. It 
will therefore be fully justified to bring under the 
scope of a comprehensive Development Act all irriga¬ 
tion schemes including the old schemes provided 
regular and adequate supply of canal water can be 
guaranteed every- year to the irrigable area under 
their command. 


The present Development Act has, however, become 
practicably inoperative in view of the specific provi¬ 
sion contained in it that no expenditure should be 
incurred on any new development work in respect of 
which the State Government intends to impose an im¬ 
provement levy and no improvement levy should be 
imposed in respect of work without the previous re¬ 
commendation of the State Legislature. Moreover, in 
view of the imperative need of development of the 
country in different fields, besides improvement of agri¬ 
cultural economy, the executive Government should 
have full authority to provide for development of 
lands in all its aspects and to impose compulsory levies 
in respect of increased profits resulting from such 
development works without reference to the Legisla¬ 
ture in respect of each individual scheme. 


For these reasons, a more comprehensive Develop¬ 
ment Act to take the place of the existing Act of 
1935 is under consideration of Government. It has 
been tentatively proposed in this connection that the 
assessment may take the following forms :— 

(a) A recurring annual levy to, be called “better¬ 
ment levy” on agricultural lands at a rate not 
exceeding one-half of the net value of the 
estimated increase in outturn. 

(b) A “Capital levy” on the whole of the area 
improved by a development project. The levy 
is not to exceed half of the increase in capi¬ 
tal value of the land resulting from the deve¬ 
lopment work. 

(c) An “Additional Capital levy” in respect of 
unculturable wastes converted into culturable 
land due to execution of the development 
work, which levy shall not exceed one-half of 
the increase in selami obtainable from settle¬ 
ment of the land after improvement. 


The suggestions made in the foregoing paragraphs 
regarding betterment levy, capital levy and additional 
capital levy are being examined in connection with the 
proposal for having a comprehensive legislation to 
cover development works of irrigation, drainage, etc., 
of this State and are, therefore, tentative in character. 


STATEMENT A 


Long term Kharif Covering lease for 
season lease up to Kharif season or 
7 years. part of season. 

Rate per acre Rate per ju re 
per season 


Rabi season lease, Single watering. 
Rate per acre Rate per acre 
per season 


For supply of water Season hot weathe r 
required for pur- lease (April to 
poses other than 14th June) 

irrigation 


For unauthorised 
use of water 


3 


4 


a 


6 7 


8 


1. Midnapore Canal Project Rs, 2-0-0 (supply 
from 16Lh June 
to 30th Novem¬ 
ber). 


Rs, 2-8-0 (supply R s . a-O-o (supply 
between 16tli between Decern- 
June ant! 30th ber and June), 
November). 


Rs. 


Rs. 2-0-0 per Nil 

10,000 l\ ft. of 
water. 


2. Eden Canal Project 


Rs. 3-0-0 (supply 
from July to 
October). 


The rates arc in force from 1938, 

Rs. 3-8-° (supply Rs, 4-8-0 (supply Rs. 1-12-0 (supply 
between July and from November between 15th 
October). to March). June to 31st 

October). 


Rs, 2-0-0 per 
10,000 c. ft. of 
water for manu¬ 
facturing and 
other purposes. 


Rs. 2-C.0 


Re. 1-0-0 per. 

10,000 c. ft. of 
water for tank 
filling for irriga¬ 
tion and domest ic 
purposes. 

I he rate for irrigation by lift is half the rate for irrigation by flow. The rat an- in force from 1933. 


Subject to the max¬ 
imum of Rs, 7-8-0 
per acre 


Ditto. 
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I 

2 

3 

4 5 

6 7 

a 

3. Suibimd Canal . 

Rs. 3-0 (supply 
from 16th June 
to 15th Novem¬ 
ber). 

Rs. 4-0 

. Rs. 3- 0 (supply 
, . between 16th 

November and 

15th June). 

The rates are in force from 1929. 

Rs. i-n per 

to,ooo c. ft. of 
water. 

Rs, f, per acre. 

4. Bakreswar Canal 

Rs. 2-8 

Rs. 3-0 

. . ... Re, 1-0 

. Rs. 1-8 for tank 
filling for irriga¬ 
tion. 

Subject to the 
maximum of Rs. 
5 per acre. 




The above rates are in force for more than 

12 years. 


5. Irrigation schemes exe¬ 
cuted after the parti¬ 
tion. 

Long lease 

(Kharif) up to 

6 years. Rs, 6-0 
supply given from 

16th June to 15th 
November). 

Rs, 6-8 

. . Rs. 6-8 (between 

16th November 
and 15th June). 

Rs. 2-0 per 

10,000 t:. ft. of 
water for pur¬ 
poses other than 
irrigation. 

Rs. 12-0. 


The rates are in force from the second year of operation of the schemes. 


6, *Mayvir&kshi Reservoir Kharif lease only. 
Project under exc- Rs. id (supply 
cution. from July to 15th 

November). 


♦The work completed can irrigate about 140,000 acres out of the ultimate irrigable area of 6 lakh acres. It is proposed to apply Development Act to this scheme 
when fully completed. 

Levy under the Development Act IQ35— 

Damodar Canal Project.—Improvement levy at Rs. rr-H|per acre per Kharif season since 1932-53. The rate \vas Rs. 4 during the period from i 945 * 4 fi *0 I 95 T " 52 . There 
no provision for Rabi irrigation. 

STATEMENT B 


Revenue Position of the three major irrigation 
1 . Eden Canal Project ■— 

works during the period IV 

om 1949-5° 1952-53 




Gross 

receipts 

Gross working 
expenses (direct 
and indirect charges 
excluding interest on 
capital outlay) 

Net receipts 



Rs. 

Rs. 

Rs. 

] 949-50 


. . . 1,01,142 

1,50,560 

(—) 49 , 4 i 8 

1950-51 


87,964 

'.77.345 

(-) 89,381 

1951-52 

. 

r , 03.144 

1,61,070(3) 

('~)57.6 s6 

1952-53 

(") 

(1) Direct charges— 

99*857 

1,32,000 (estimated 
figure). 

(—) 32,143 (estimated 
result) 

Rs. 


(i) Extension and improvement 



20,292 


(ii) Maintenance and repairs .... 

(iii) Establishment— 



67,860 


Direction/accounts and executive 



24,247 


Revenue ...... 



43 » 5 6 8 


(iv) Tools and plant ..... 



4,242 


( 2 ) Indirect charges. 


- 

861 

1,61,070 


2. Damodar Canal - 


(Hi) Establishment— 

Direction, accounts and executive 
Revenue .... 

(iv) Tools and plant 
(2) Indirect charges 




Gross 

receipts 

Gross working 
expenses 

Net receipts 



Rs. 

Rs. 

Rs. 

1949-50 . 

. 

6,32,633 

5.84.515 

(+)48.u8 

i95°-5i . 


7,26,828 

s.55.9 22 

( +) 70»906 

195^52 . 


8,67,222 

6,83,228(fl) 

( + ) 1.83.994 

1952-53 . 


7 * 75 »°° 0 

7,68,000 (estimated 
figure), (t) 

(+)7i000 (estimated) 
result). 

(a) (1) Direct charges— 

(i) Extension and improvement 
(n) Maintenance and repairs , 



. 

Rs. 

27.374 

3 * 54 . 3 °° 


1,05,036 

1 . 744^5 

18,359 

3.694 

6,83,228 


(c) Estimated increase in working expenses is due to estimated increase in the cost of maintenance and repairs and extension and improvement works. 
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There was a net surplus of Rs. 1,26,368 in the year 
1951-52 due to the combined effect of a net deficit of 
Rs. 57-626 in Eden Canal and a surplus of Rs. 1,83,994 
in Damodar Canal area. Deducting the surplus from 
interest charges for the year 1951-52 amounting to 
Rs. 5,14,548, the total net deficit amounts to Rs. 3,88,180 
as against Rs. 5,36,362 in the previous year. 


3. Midnapore Canal .—It is both an irrigation and 
navigation canal. Tolls are realised on navigation part 
of the project— 


Percentage 
of gross 
working 
expenses on 
gross receipts 




Rs. Rs. 


I 949’5°. 

. 

1,61,338 8,24,911 

5 11 *3 

1950-51. 


1.15.167 7.47.677 

649.2 

i95i-5a. 

.1.89.940(a) 8.70.256(A) 

458.1 

1952-53 . 


1,90,000 5,03,021 

(Revised 

budget 

figure.) 



Rs. 


(a) Water rate ...... 


I *49>35 2 


Plantation and other canal produce 

. 

. . . 466 


Navigation ...... 

. 

11,150 


Rents and miscellaneous. 


. . . 28,972 




1,89,940 


(b) ( i ) Extension and improvement 


4,643 


(«) Maintenance and repairs 

(m) Establishment, direction and accounts— 

xgfgk-. 

5.98,665 


Executive ..... 

Revenue ...... 


, . . 1,49,001 

4,946 


( iv ) Navigation ...... 

wnralw 

80,109 


(r) Tools and plant, etc. .... 

fWITf 

TJ1UUJ3 D 

26,908 


(17) Indirect charges ..... 

jMmi- * ■ • 

5.984 

(approximate). 


■ k. v . ■ ■-> ■ ' L jr ■ Jr 

8,70,256 



Gross Gross 

receipts working 

expenses 


STATEMENT C 


Annual demand and collection of revenue of Damodar Canal and Eden Canal Projects during the seven years ending, 1952-53 


Year 


Current 

demand 

Total 

demand 

including 

arrears 

Collection 
against total 
demand 

Balance of 
demand 

Percentage 
of collection 
against total 
demand 

1. Damodar Canal Project — 









Rs. 

Rs. 

Rs. 

Rs. 


1946-47 .... 


24,561 

9.33.457 

6,01,800 

3.3>.657 

64 

1947-48 .... 


13.93.809 

17,25,466 

10,66,939 

6,58,527 

61 

1 948-49 .... 

i * * * 

6,91,638 

13,50.165 

5,41.852 

8,08,313 


1949-5° .... 


6,89,384 

14.97.697 

6,90,605 

8,07,092 

46 

1950-51 .... 

• # * * 

6,89,947 

14.97.039 

7.64,393 

7,32,646 

5i 

1951-52 .... 

. * * * 

7.02,915 

>4.35.561 

7.95.329 

6,40,232 

55 

1952-53 .... 

• 4 * J 

9,83,726 

16,23,958 

6,01,276 

10,22,682 

37 

2. Eden Canal Project — 







1946-47 .... 


92,090 

>,70,567 

83,801 

86,766 

49 

1947-48 .... 


1,19,072 

2,05,838 

99,603 

1.06.235 

43 

1948-49 .... 

t * * » 

36 , 44 * 

1,42,677 

43,266 

994II 

30 

1949-50 .... 

* 1 • * 

1,41,864 

2,41,275 

>.05.745 

1.35.530 

43 

1950-51 .... 


99.774 

2.35,304 

93,401 

1,41,903 

39 

1951.52 .... 


95.875 

2.37,778 

66,459 

1.7M19 

28 

I 95 2 “53 .... 


1,62,845 (d) 

3.34.>64 

1.55.149 

1.79.015 

46 


(a) Includes Rs. 62,988 being the demand for ig.V- 5 * assessed in the year 1952-53- 
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STATEMENT D 


Year 

Name of work or 
works 

Total 

Capital 

outlay 

Area 
irrigated 
in acres 

Water Cesses 

rates 

Portion Oth receipts Total 

of land 
revenue 
due to 
irrigation 

Working 

expense. 

Interest Net revenue 
charges 

1 

£ 

3 

4 

5 8 

7 8 9 

10 

11 12 


(g) Major irrigation Schemes (Separately)— 


(0 

1946-47 



** 1,30,48,641 

197,833 

8,95,991 


Nil 

1 


' 6,95.991 

5,43,100 

5U3,92J 

(--) 3*61,040 


47-4® 



1,30,48,641 

197,833 

10,51,508 


Nil 

1 


10.51,508 

6,48,668 

5,13,921 

(—) 1,06,081 


48-49 



t.29,20,939 

197,833 

5,77,349 


Nil 

1 

Figures of collection 

5,77,349 

6,39,49“ 

5,05,890 

(—) 5*68,031 











under this head 1 



49’50 


Damodar Canal j 
► Project (including' 

1,31,04,496 

197,833 

7,33.775 


NU 

1 

are very small 
>■ and have been < 

7,33,775 

7,35,075 

5,13,921 

(-■-) 5,15.221 


50-51 


Eden Canal). 

' 

i>3i ,09,472 

197,833 

8,14,792 


Nil 


included in figures 
in column 3. 

8,14,792 

8,33,267 

5,17,887 

(-■ ) 3.36,362 


51-53 



1,29,37,890 

1,97,833 

9,70,666 


Nil 


9,70,666 

8,44,298 

5,14,548 

( - >3,88,180 


52-53 



1,30,01,890 

1,97,833 

8,74,857 


Ni 



8,74,857 

9,00,000 

5,15.675 

(—) 5.40.818 


53-54 

- 


L 1,30*23,890 

197,833 

8,67,000 


Nil 

- 


8.67,000 

8,06,000 

5,16,675 

( —>4*35*675 

(*> 

1946-47 



^ 8)4)2,033 

71,811 

1.91,142 


Nil 

-j 


1,91,142 

3.15.986 

3.32,269 

(-->4,57.1*3 


47-48 



84,92,053 

71,811 

1,84,333 


Nil 



1,84,333 

5,98,906 

3,32,269 

(- -) 7,46,84a 


48-49 



84,92,053 

71,811 

f 52,8i6 


Nil 


Figures of collection 

1,52,816 

4,08,838 

3,32,269 

(- ->5,88,29* 





84,92,053 

71,811 





under this head 



49-50 


j 

1,61,338 


Nil 


l are very small „ 

‘ and have been 

1,61,338 

8,24,911 

3,32,269 

( —)q. 95,84a 




►■Midnapore Canal . ' 

84,92,053 







50-51 



71,811 

1,15,167 


Nil 


included in figure 
in column 5. 

1,15,167 

7,47,677 

3,32,269 

(-) 9,64,779 

84,92.053 


fU-32 


! 

1 

71,811 

1,89,959 


Nil 


1,89,959 

8,70,275 

3,32,269 

(-) 10,12,85, 


52-53 

' 


84,92,053 

71,811 

t ,90,000 


Nil 



1,90,000 

5,03,021 

3.32,269 

( - ) 6,45,290 


53-54 

J 

I 

L 84,92,053 

71,811 

r ,90,000 


Nil 


t : 

1,90,000 

6,43.000 

3,32,269 

(-')7,85,269 

(*) 

Major irrigation schemes ( Together)— 












1946-47 



^ 2,15,40,694 

269,644 

8,87,133 


Nil 


1 : 

8,87,133 

8,59,096 

8,46,190 

(— )8,r8,i33 


47-48 



2,15,40,694 

269,644 

12.35,841 


Nil 



12,35.841 

12,42,574 

8,46,190 

(—>8,52,923 


48-49 



2,14,12.992 

269,644 

7,30,165 


Nil 


Figures of collection I 

7,30,165 

10,48,328 

8,38,159 

(—) 11,56,332 





2,15,96,549 

269,644 





under this head 1 

1 


49-30 


**Major Irrigation 4 

8,95, 1 13 


Nil 


are very small 
{ and have been \ 

8,95,113 

15,59*986 

8*46,190 

(—) i5,i 1,063 


50-5* 


y Schemes. 

2, 16,01,525 

269,644 

269,644 

9,29,959 


Nil 


1 included in figures^ 

in column 5, 

9,29,959 

15,80,944 

8,50,156 

(—) 15,01,141 


3*’5 2 



2,14,29,943 

1 1,60,625 


Nil 



11,60,625 

17,14,573 

8,46,817 

(—>14,00,765 


52-53 



2,14,93.943 

269,644 

10,37,000 


Nil 



10,57,000 

12,48,000 

8,47,944 

(—>10,38,944 


53-54 



2,15,15943 

269,644 

io,59,ooo 


Nil 



m, 5 7,000 

14,49,000 

8,48,944 

(—>12,40,944 


N. D, —Mayunbhi Reservoir Project ami SuvanVar Danra Scheme are still under execution and as such have not been included in the above statements. 


() if)4 6 -47 

47- 48 

48- 49 


4‘l-5« 


5 ’ -52 
53-53 
53'54 


v Minor Irrigation 
[ Schemes. 


f 7d3,502 

8,394 

19-515 


Nil 


r 19,513 

65,573 

28,056 

7,13,502 

8-391 

17,884 


Nil 


17.884 

30,463 

28,056 

7 U 3,502 

8,394 

19,935 


Nil 

Figures of collection 
under this head 

if>,935 

38,241 

28,056 

* 7,i3,5 rt 2 

, 

8,394 

18,149 


Nil 

are very small 
► and have been -i 
included in figures 
in column 5. 

18,149 

38,062 

28,056 

| 7,13*502 

8.394 

24,803 


Nil 

24,803 

24,863 

28,056 

13,09,666 

13,448 

42,830 


Nil 

42,820 

34,475 

51.903 

j 27,29,868 

19,048 

36,000 


Nil 


36,000 

41,700 

1,08,713 

(. 27,29,868 

19.048 

38,000 


Nil „ 


v 38,000 

55.6oo 

l ,08,711 


( ->74,114 

(--)40,635 
(—546,363 
(— >47,969 
(—)a8,i 18 
(— >43)558 
(-—) 1,14,411 
(-) 1,36,311 


STAMP DUTY 

Section I—Factual Background 

The law 

Stamp duty is levied under the Indian Stamp Act, 
1899, as modified by the Bengal Stamp (Amendment) 
Act, 1922, and the Indian Stamp (Bengal Amendment) 
Act. 1935, 

Main features 

(a) The duty chargeable under the Act is collected 
by stamps either impressed or adhesive (sections 10 
and 11). 


Amendments 


2. There has been no amendment of the law after 
the partition. 


Rates of levy 


3, Documents chargeable to stamp duty and the 
rates of such duty are clearly set forth in the Schedule 
to the Act. The rates were substantially increased by 
this Government in 1922 and 1935. There has been no 

further increase after 1935. 


(b) Ail instruments chargeable with duty under the 
Act are to be stamped before or at the time of execu¬ 
tion (section 17), 

(a) The rates, of duty are ad valorem or fixed accor¬ 
ding to the nature of the instruments (Schedule 1A). 

(d) No document chargeable with stamp duty is 
admitted in evidence in any court of law unless it is 
duly stamped (section 35). 


There is provision in the Act for exemption of a 
document from payment of stamp duty. Government 
are also empowered to grant remission or reductions 
in certain cases (section 9), 


Administrative set-up 


. 4 :, The . Ta^ation Sranch of the Finance Department 
is the Administrative Department in the Secretariat. 
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The Collector of Stamp Revenue, Calcutta, and the 
Collectors of districts are in charge of administration 
and collection of the duty. 

Stamps are obtained by parties from licensed stamp 
vendors who obtain their supply from treasuries in 
the districts and from the Calcutta Collectorate Trea¬ 
sury, in Calcutta, The vendors receive commission on 
their sales. 

Cost of administration 

5. The cost consists of the commission of vendors, the 
expenses of printing at Nasik, pay and allowances of 
the Collector of Stamp Revenue, Calcutta, and his 
staff. The cost during the last few years have been as 
follows :— 

[Rupees in thousands.] 


*948-49. 6,*6 

*949-5<>.6,71 

1950-5* ........ 6,35 

* 95 1 - 5 2 .. ■ ■ 7 >°* 

* 952-53 7.02 

*953-54 (Budget).7,17 


The following are the important categories of trans¬ 
actions from the revenue point of view:— 


(a) Sale and transfer of moveable and immoveable 
property; 

(b) Transfer of shares; 

(c) Mortgage of property. 

Question No. 163. 

Certain States (e,g,, Bombay) levy stamp duties on 
transactions in forward markets . What is your view 
regarding the complaint that these duties have tended 
to affect the business in these markets, particularly 
that of the middle class traders ? If you consider that 
the levy of stamp duty on transactions in these mar¬ 
kets is a suitable and. potentially important 7 neans of 
securing revenue. What administrative and other 
measures would you suggest for the efficient collection 
of such duties ? Alternatively, in place of sta?np duties, 
would you suggest some other form of taxation of 
transactions in stock exchanges and futures markets ? 
If so, please elaborate your suggestion. 

No special stamp duty on transactions in forward 
market is levied in this State. 

Question No. 164, 


The Courts and the Collectors have to keep a watch 
on the adequacy of stamps in documents produced 
before them, but that being an incidental function,* 
costs very little. 

Trends in receipts 

6. The receipts during the last few years have been 
as follows;— 


In this country, the stamp duty is ordinarily a tax 
on documents which constitute evidence of legal 
rights. There are, however, certain taxes, such as the 
entertainment tax, which are sometimes collected in 
the form of stamps , and suggestions have been made 
that this system may be appropriately extended to the 
collection of taxes on the sale of goods or on other 
transactions. Do you agree with this view ? If so, to 
what taxes would you extend the scheme ? 


[Rupees in thousands,] 


1948- 49 . 

1949- 50 , 

1950- 51 . 

* 95*-52 , 

* 952-53 ■ 

* 953’54 (Budget) 


Arrears 

7. The question of arrears does not arise. 

Evasion 

8. Please see reply to Question 165. 

Section II —Replies to questions 

Question No. 162. 

Under the Constitution .— 


2,39,7* 

2,66,34 

2,77,70 

2 , 92,69 

2 , 81,33 

2,87,00 


Except in the case of Entertainments tax, no other 
tax in this State is recovered in the form of stamps 
The existing system of direct payment of tax into the 
Treasury has been working quite satisfactorily as it 
is convenient both to the administration and the tax 
payers. This Government do not consider that the sys¬ 
tem of payment of tax in stamp may be conveniently 
extended to other taxes. 

Question No, 165. 

What are the more common methods of evasion or 
avoidance of payment of stamp duty ? What means of 
prevention would you suggest ? 

Evasion is possible mainly through undervaluation 
of property. The powers of the Collector for adjudica¬ 
tion as to proper stamps and for impounding of in¬ 
struments not duly stamped are reasonably adequate 
to safeguard loss of stamp revenue due to undervalua¬ 
tion. 


Section III— Other Remarks 
Nil 


(1) the Union is empowered to fix the rates of 
stamp duties in respect if bills 0 / exchange, 
cheques , promissory notes , bills of lading , 
letters of credit, policies of insurance, trans¬ 
fer of shares , debentures, proxies and receipts , 
and 

(2) the States are ernpowered to fix the rates of all 
other stamp duties. 

As regards both (1) and (2), have you any sugges¬ 
tions to make for the yevy of a stamp duty where it 
is 7iot already levied , or for an increase or decrease 
of the present rates where a stamp duty already 
exists ? Please give reasons for your suggestions. Are 
there any general principles which you would pro¬ 
pose for adoption in regard to the fixation of rates of 
stamp duties ? 

As regards (2), since the rates vary from State to 
State, what degree of uniformity do you consider desi¬ 
rable and feasible, and how do you propose to achieve 
it ? 


COURT-FEES 

Section I—Factual Background 
The Law 

Court-fees are levied under the Court-Fees Act 
1870, as modified by the Bengal Court-Fees (Amend¬ 
ment) Act, 1922, and the Court-Fees (Bengal Amend¬ 
ment) Act, 1935. 


Main features 


(a) No document chargeable with fee is received 
and acted upon by any Court or public officer unless 
the fee is paid thereon (sections 4 and 6). 


(b) All fees chargeable under the Act are collected 
by court-fee stamps, either impressed or adhesive 
(sections 25 and 26). 


If possible, please estimate the net effect of your 
proposals on the revenues of States. 

U) and (2).—No suggestion. 

No uniformity is possible, neces&^ry or desirable. 


(c) The fees are ad valorem or fixed according to 
the nature of the documents (Schedules I and II). 

(d) A plaintiff in a suit is required to file a state¬ 
ment of particulars and valuation of the subject-mat¬ 
ter of the suit and the Court is required to record a 
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finding as to the sufficiency of the court-fee paid after 
making such enquiry as to valuation of suits as may 
be considered necessary (sections 8A—8F). 


Amendments 

2. There has been no amendment to the law after 
the partition. 


Rates of levy 

3. Court-fees are either ad valorem or fixed accor¬ 
ding to the nature of the document and there are no 
special or concessional rates. 

There is provision in the Act for exemption of a 
document from payment of fees under certain circums¬ 
tances (section 19). Government are also empowered 
to grant remission or reductions in certain cases 
(section 35), 

Administrative set-up 

4. The Judicial Department is the administrative 
department in the Secretariat. Assessment and collec¬ 
tion are made by the Courts and the decisions of the 
Courts are generally final. Court-fee stamps are 
bought by parties from licensed vendors who obtain 
their supply from the Government Treasuries. The 
vendors receive commission on their sales. The stamps 
are printed at Nasik. 

Cost of administration 

5. The direct cost consists of only the commission of 
vendors, expenses of printing, distribution. As the fees 
are of the nature of fees for service, rendered the 
direct cost of collection is necessarily small. 


Trends in receipts 

6, The receipts during the last few years have been 
as follows 

[Rupees in thousands.] 


1943-49 . 9 M 5 

1949- jo . 96,52 

1950- 51. 94 » 9 2 

I 95 I "52 .1,03,82 

1952- 53.. * ■ 1,03,40 

1953 - 54 (Budget).1,03,00 


Arrears 

7. As no document is acted upon unless the fee is 
paid, there is no question of arreas. 


Evasion r 

8. Evasion is possible only through undervaluation 
of suits. The power of the Court to enforce adequate 
valuation is adequate. 


Section II—Replies to Questions 


Question No. 166. 

The rates of court-fees differ from State to State. To 
what extent do you consider uniformity in the rates 
desirable and feasible? 


Uniformity in the rates of court-fees is not desirable 
or possible. Economic conditions of the people of the 
different States vary and, as such, their taxable capa¬ 
city also varies. Besides, court-fees being a source of 
revenue to the States, the latter should be left free 
to decide the levy according to their own requirements. 


The receipt from court-fees in this State as com¬ 
pared with expenditure on the judiciary is given in 
the table below : — 


[Rupees in thousands.] 


Court lees Expcndi- 
Year realised in ture on 

stamps judiciary 


1 948- 49.92,45 86,97 

1 949 - 50 .96,52 90,88 

1 950- 51 . 94,92 97,95 

1 951- 52 • • . ' * . . 1,03,82 1,03,06 

1952- 53 .1,03,40 1,04,88 

1 953- 54 (Budget) .... 1,03,00 1,06,70 


Question No. 167. 

Have you any suggestions to make regarding the 
schedules to the Indian Court-Fees Act and the rates 
of levy thereunder ? 

None. 


Section III —Other Remarks 


Nil. 


MOTOR VEHICLES TAX 
Section I—Factual Background 


The Law 


The tax is levied under the Bengal Motor Vehicles 
Tax Act, 1932. 

Main features 

(a) Every person who keeps a motor vehicle for 
use is required to submit to the Taxing Officer, a declara¬ 
tion giving particulars of the vehicle and pay tax in 
respect of such vehicle. 

(b) The tax is payable in advance annually, unless 
quarterly payment is allowed by the Taxing Officer. 

(c) Government is empowered to exempt either 
totally or partially any motor vehicle or class of vehi¬ 
cles from the tax. 

Amendment 

2. There has been no amendment to the main 
features after partition except that in 1951 the rates 
of tax were enhanced by the Bengal Motor Vehicles 
Tax (West Bengal Amendment) Act, 1951. 

Rates of tax 

3. The rates of tax before enhancement in 1951 and 
the enhanced rates are given 'af pages 746-48. The effect 
of the enhanced rates on revenue will be apparent 
from the figures of receipts given in paragraph 6. 

The Act empowers Government to exempt any vehi¬ 
cle or class of vehicles from payment of the tax. A 
list of exemptions is given at page 748. 


Administrative set-up 


4. Home (Transport) Department is the Adminis¬ 
trative Department in the Secretariat. 


In Calcutta the Public Vehicles Department of the 
Calcutta Police is responsible for the collection of the 
tax and in the districts the tax is collected by the 
Collectors. Government have appointed the Deputy 
Commissioner, Public Vehicles Department, Calcutta, 
and the Collectors of Districts as the Taxing Officers 
under the Act. 


Cost of administration 


5. As the Public Vehicles Department of the Calcut¬ 
ta police in Calcutta and Collectors in the districts 
collect the tax no separate cost of collection can be 
given. The administration of the tax is reasonably 
efficient. ^ 
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Trends in receipts 

6. The receipts from the tax have been a$ follows:— 

[Rupees in thousands] 


This Government do not consider that a consolidate 
ed tax to replace the several taxes by different autho¬ 
rities, e.g., Customs and Excise by the Centre, Motor 
Vehicles Tax and Sales Tax by the States and other 
taxes by local bodies, is either feasible or desirable. 


1948-49 

J949-50 

1950-51 

i95 r ~52 

1952-53 


34,29 

35, 60 

34,83 

70,43 

98,14 


It is now necessary for the Government of India to 
decide whether they should adopt the recommenda¬ 
tions of the Committee. If the State Governments 
agree to adopt the ceilings for State taxaion of petrol 
and motor vehicles, the Central Government should 
also adopt similar ceilings for Central taxes on these 
articles. 

Question No. 169. 


1953-54 (Budget) 


94 , 7 ° 


The upward trend since 1951-52 is due to introduc¬ 
tion of enhanced rates from 1st July 1953. 

Arrears 

7, As the tax is payable in advance, there is no ques¬ 
tion of arrears. 

Evasion 

3. There is hardly any scope for evasion. 

Section II— Replies to Questions 
Question No* 168. 


To what extent and in what manner , in your view , 
should the proceeds from motor vehicles taxation be 
earmarked for road maintenance and development ? 

As this Government have been already spending on 
road development very much more than the amount 
received from the taxes on petrol and motor vehicles 
and as this position is likely to continue for a long 
time, this Government have no objection to the setting 
up of a non-lapsing State fund for road maintenance 
and development, and to the crediting of all the pro¬ 
ceeds of these two State taxes of this fund. It is now 
for the Central Government to decide whether they 
should agree to spend such part of the proceeds of the 
relevant Central taxes on road development as has 
been recommended by the Committee. 


iking into account (a) the several taxes, Central, 
and Local, which affect motor transport directly 
-iness, trade, etc., indirectly, (b) the variation 
of these taxes from region to region and oet- 
rent taxing authorities , both generally and, 
<glar, for the maintenance , improvement and 
of roads , what changes , if any , xoould gou 
^*rt,rndure in the present system of motor vehicles 
^taxation? What degree of uniformity do your sugges¬ 
tions involve ? Instead of several taxes by different 
authorities, a consolidated tax has been suggested, ao 
you consider this feasible ? Hou? would you apportion 
the proceeds among the different authorities concern¬ 
ed ? 

The Motor Vehicles Taxation Enquiry Committee, 
1950 made their recommendations after taking all 
these factors into consideration. One of the main re¬ 
commendations is that taxation of motor vehicles and 
of petrol should be subject to certain ceilings and 
octroi or terminal tax imposed by local bodies should 
be abolished. The current rates of Motor Vehicles Tax 
in this State are below the “ceilings” recom¬ 
mended by the said Committee and there are no 
octrois or transit duties in this Sfate. The Sales Tax 
on petrol also does not exceed the ceiling recommend¬ 
ed by the Committee. The State had therefore no 
objection to adopt the recommendation of the Com¬ 
mittee in this respect but they are of the opinion that 
the recommendation should be enforced not by an 
enactment of the Centre but by an Act of the State 
Legislature. This Government are however of the 


Question No. 170. 

Have you any specific comments to make on the 
main recommendations of the Motor Vehicles Taxa¬ 
tion Enquiry Committee, 1950 ? 

Except for the recommendation for pooling of patrol 
prices and subject to certain objections regarding 
policy as stated in reply to questions 168 and 169 and 
also regarding certain minor points of detail, the main 
recommendations of the Motor Vehicles Taxation 
Enquiry Commission were accepted by this Govern¬ 
ment, This Government have no further comments to 
make on the main recommendations* 

Question No, 171. 

Have you any suggestions to make regarding the 
extension of taxation to, or increase of present taxa¬ 
tion on, users of roads other than motor vehicles ? How 
would you classify the users , what rates would you 
suggest and to ho, in your view , should be the taxing 
authorities ? Horn would you dispose of the proceeds ? 

Taxation of users of roads other than motor vehicles 
is generally left to the local bodies, Hackney carriages, 
horses, mules, rickshaws, bullock-carts, pushcarts, etc., 
are already taxed in urban areas by local authorities 
concerned. There is hardly any scope for taxing such 
users for State purposes or for increasing the existing 
rates levied by local bodies. 


view that:— 

(a) The State Government should be left free to 
decide for the purpose of levying tolls on new “major” 
bridges and road works, whether in each case it would 
be worth-while to levy tolls or not in view of the 
accepted policy that tolls were not desirable and 
should be levied at very few places it levied at all. 


In rural areas, there is no such tax. A proposal for 
taxing bullock-carts for the purpose of district and 
union boards was under the consideration of Govern¬ 
ment and a Bill was published for the same. But it 
has smee been decided not to proceed with the Bill 
as the present time is considered inopportune for such 
levy. 


(b) There should not be any bar to the levy of ter- Section III— Other Remarks 

minal taxes to raise money to meet the general needs Nil 

of the State. 

Rates of Motor Vehicles Tasc in force upto 30th June 1951 


I. Bicycles and Tricycles. 

cW (including motor-scooters and cycles with attachment for propelling the same byjnechamcal 
power) not exceeding eight hundredweight m weight unladen— 

(a) Bicycles— 

(i) not exceeding two hundred pounds in weight unladen 
(it) exceeding two hundred pounds in weight unladen 

(m) if used for drawing a trailer or sidecar, in addition to the tax payable under (£) and (») 

(&) Tricycles.. . * • ..... 

JL Vehicles for carrying passengers not plying for hire. 

(а) Vehicles not measuring more than forty square feet over-all . ♦ . • • f 

(б) Vehicles measuring more than forty square feet but not measuring sixty square feet over-all 
(c) Vehicles measuring sixty square feet and more than sixty squar* feet over-all • 


Rate of tax payable 
for the year. 


Fifteen rupees. 
Twenty rupees. 
Five rupees, 

Thirty rupees. 

Forty rupees. 
Forty-eight rupees. 
Seventy rupees. 


96—*1 T. E. Com. (N.D.) 155 
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Area to be measured by'wheel base X track 


Rate of tax payable for the year 


Vehicles fitted entirely Other vehicles 

with pneumatic tyres 


III. Veh cles for carrying passengers plying for hire 

(a) Seating not more than eight persons ..Seventy-five rupees . One hundred rupees. 

(i b ) Seating more than eight persons, in addition to the tax payable under (a) , for every Three rupees . Four rupees 
additional person that can thus be seated up to thirty. 

(c) Seating more than thirty persons, in addition to the tax payable under (a) and (A), for Two rupees . . Four rupees, 

every additional person that can thus be seated, 

IV. Vehicles for transport of goods 


(a) Not exceeding twelve hundredweight in weight unladen . 

(b) Exceeding twelve hundredweight but not exceeding one ton in weight unladen 

( [c ) Exceeding one ton, but not exceeding two tons in weight unladen 
(d) Exceeding two tons, but not exceeding three tons in weight unladen. 

(«) Exceeding three tons* but not exceeding four tons in weight unladen 
(/) Exceeding four tons, but not exceeding five tons in weight unladen . 

(g) Exceeding five tons. 


Fifty rupees . , 

One hundred rupees 


One hundred and 
twenty-five rupees. 

One hundred and 
fifty rupees, 

Two hundred rupees 


Three hundred rupees 


Four hundred rupees 


Seventy-five rupees. 

One hundred and fifty 
rupees. 

One hundred and 
seventy five rupees. 

Two hundred rupee* 

Two hundred ar 
rupees. 


Three h 
fifty 



(A) If used for drawing a trailer in addition to the tax payable under (a) to (g) t for each Fifty rupees , . Fifty rupees, 

trailer. 


Provided that, if one trailer is used with more than one vehicle, only one tax shall be charge¬ 
able under (h) in respect of such trailer for all such vehicles, 


Rates of Motor Vehicles tax in force from 1 st July 1951 


Rate of tax payable for the year. 

A—Vehicles for carrying passengers not plying for\hire\ 

(1) Motore cycles . . . ♦ • . . Rs. iS 

(a) Motor cycle combinations «... Rs. 24. 


(3) Motor cars . .Rs. 12 for every 500 lbs. unladen weight or part thereof up to 2,500 lbs. play 

Rs. 20 for every additional 500 lbs. unladen weight or part thereof, above 
2,500 lbs. 


B—Vehicles for carrying passengers plying for hire 

(1) Buses (Stage carriages), seating, exclusive of the driver 
and the conductor,—- 

(a) not less than 8 persons and not more than 26 persons Rs. 400 for 8 persons plus Rs. 40 for every additional person beyond 8 and up to 

26, 

(b) not less than 27 persons and not more than 32 per- Rs. 1,150 for 27 persons plus Rs. 30 for every additional person beyond 27 

sons, and upto 32. 

(e) 33 persons or more . . . . . Rs. 1,320 for 33 persons plus Rs. 20 for every additional person beyond 33. 


1 

Provided that if a bus is fitted with solid tyres, 
there shall be a surcharge per annum of 25 per cent, 
of the amount payable under clause (a) or clause (b) 


(2) Vehicles other than buses, seating, exclusive of the 


driver and the conductor,'— 

(a) not more than 4 persons— 

Rs. 

(j) 3-wheelers. 150 

4-wheelcrs. 200 

(ti). 225 

(A) more than 4 persons ..... 250 


or clause (c) above, as the case may be, for such 
bus. 

Rate of tax payable for the year. 

If unladen weight is not above 2,500 lbs. 

If unladen weight is above 2,500 lbs. 

For 5 persona plus Rs. 50 for every additional person beyond 50 


Provided that if a vehicle for carrying passengers cent, of the amount payable under clause (a) or 

plying for hire, which is not a bus, is fitted with solid clause (b) above, as the case may be for such 

tyres, there shall be a surcharge per annum of 25 per vehicle. 








759 


Rate of tax payable for the year 


C—Vehicles for transport of goods 


(a) Upto i f ooo lbs* registered laden weight ♦ . Rs. 100. 

(b) Exceeding 1,000 lbs* but not exceeding 4,000 lbs. Rs. 100 plus Rs* 10 for every additional 500 lbs. or part thereof, above 1*000 lbs* 
registered laden weight. 

fa) Exceeding 4,000 lbs, but not exceeding 8,000 lbs. Rs. 160 plus Rs. 12-8 for every additional 500 lbs. or part thereof, above 4,000 lbs. 
registered laden weight. 


(d) Exceeding 8,000 lbs. but not exceeding 18,000 lbs. Rs. 260 plus Rs. 15 for every additional 500 lbs. or part thereof, above 8,000 lbs. 
registered laden weight. 

(e) Exceeding 18,000 lbs. registered laden weight. . Rs. 560 plus Rs* 50 for every additional 500 lbs. or part thereof, above 18,000 lbs* 


Provided that where a vehicle for transport of 
goods is fitted with solid tyres, there shall be a sur¬ 
charge per annum of 25 per cent, of the amount pay¬ 
able under clause (a) or clause (b) or clause (c) or 
clause (d) or clause (e) above, as the case may be, 
for such vehicle. 


List of motor vehicles exempted from payment of tax 
under the Bengal Motor Vehicles Tax Act, 1952. 

(a) Unregistered motor vehicles kept for sale by 
bona fide dealers in such vehicles even when used on 
the public road under such dealers’ general number. 

(b) Motor vehicles belonging to the Government and 
maintained for the use of the Governor of Bengal or 
his staff or household. 

(c) Motor vehicles which are the property of the 
Government of Bengal and which are certified by the 
head of the department concerned to be used ordina¬ 
rily for Government purposes. 

(d) Motor vehicles which are the property of the 
Government and maintained for military purposes. 

(e) Motor vehicles certified by Officers Command¬ 
ing Auxiliary Force Units to be maintained by enrol¬ 
led persons in their capacity as members of such units 
under a general or special order by a competent autho- 

ty* 

(f) Motor vehicles certified by Officers Command- 
g Territorial Force Units to be maintained by 
*rsons in their capacity as members of the Indian 
irritorial Force as authorised by regulations made 
ider section 14 of the Indian Territorial Force Act, 

^20 (XLVIII of 1920). 

(g) Motor cars belonging to the General Officer 
Commanding, the Presidency and Assam District, and 
to the following officers on his staff:— 

(i) General Staff Officer, second grade; 

(ii) Deputy Assistant Adjutant-General; 

(iii) Deputy Assistant Quartermaster-General; 

(iv) Staff Captain, Presidency and Assam District, 
Calcutta; 

(v) Embarkation Commandant, Calcutta; 

when certified by the General Officer Commanding to 
be used ordinarily for the efficient performance of 
their military duties. 

(h) Motor vehicles certified by the Inspector-Gene¬ 
ral of Police, Bengal, or the Commissioner to be ordi¬ 
narily used for police purposes. 

(i) Motor vehicles maintained by any authority for 
the purpose of a fire brigade. 

(j) Motor ambulance car and travelling dispensa¬ 
ries. 

(k) Motor conservancy cars and watering carts main¬ 
tained by a local authority or maintained under con¬ 
tract for a local authority and exclusively used for 
conservancy or watering purposes. 

(l) Motor lorries, tractors and trailers which belong 
to the Calcutta Improvement Trust and are used 
exclusively for their work* 

(m) Motor vehicles which are certified by the Chief 
Executive Officer to be the property of the Calcutta 
Corporation and to be used exclusively for Corpora¬ 
tion work, 

iidfotor lorri&s ot the Kharagpur Station Com¬ 
mittee used for conservancy and fire extinguishing 
purposes* 


(o) Motor cars belonging to the Consular Officers do 
Carriers of countries which grant reciprocity in such 
matters. 

(p) Motor cars and lorries which belong to the Com¬ 
missioners for the Port of Calcutta and are used exclu¬ 
sively for their work. 

(ql) The motor vehicles of the Jewish Burial Board 
and four lorries belonging to the Hindu Satkar Samity 
and used solely for carrying Hindu dead bodies for 
cremation. 

(r) Motor lorry belonging to the Chairman, Assam 
Bengal Railway Station Committee, Pahartali, Chitta¬ 
gong, and solely used for sanitation purposes. 

(s) Motor vehicles and lorries garaged in French 
Chandernagor but plying in British India. 

(t) Motor lorry belonging to the Chairman, Station 
Committee, Chittagong, and solely used for sanitation 

purposes. 

(u) Motor bus which is the property of Government 
and used for Government publicity work for the period 
during which it is so used. 

(v) Motor vehicle of the Little Sisters of the Poor. 

(w) Motor vehicles maintained for the armed forces 
of the United States of America for military purposes* 

(x) Motor vehicle belonging to an officer of the 
Army or Air Forces of His Majesty or to an officer of 
the armed forces of any nation in alliance with His 
Majesty during that period in respect of which tax 
for the vehicle has been paid in another province 
prior to bringing the vehicle in Bengal. 

(y) Motor vehicles which are the property of the 
Government of India and are maintained for use in 
West Bengal for other than Commercial purposes. 

Explanation .—In this clause the expression “Com¬ 
mercial purposes” includes purposes of commercial 
departments and undertaking as defined in Article 59 
of the Account Code, Vol. I, or as specified in the list, 
appended to Chapter 4 of the said Code, of depart¬ 
ments and undertakings for the time being recognised 
by the Central Government as commercial. 

(z) Motor vehicles belonging to the High Commis¬ 
sioner for United Kingdom in India. 

(zz) Motor vehicles belonging to the Deputy High 
Commissioner for Pakistan in India at Calcutta or to 
his office, or to any of the following diplomatic mem¬ 
bers of his staff:— 

(a) Counsellors, 

(b) Secretaries* 

(c) Attaches. 

(d) Advisers. 

TAXES ON OTHER VEHICLES 

Section I— Factual Background 

The State Government do not levy any tax on vehi¬ 
cles other than Motor Vehicles. So there is no factual 
information to be furnished. 

Section II— Replies to Questions 

Please see reply to question 171 included in the 
replies to question on Motor Vehicles Tax. 

Section III— Other Remarks 

Nil. 
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ENTERTAINMENT TAX 

Section I—Factual Background 


The law 


The Entertainments Tax is levied under the Bengal 
Amusements Tax Act, 1922, 


The main features 

(1) The tax is charged on the value of tickets for 
admission to places of entertainment [section 3(1)], 


(2) No tax is charged on admission tickets of the 
value of three annas or less [section 3(2)]. 


(3) Entertainments for charitable or religious pur¬ 
poses, or educational or propaganda purposes, for 
advancement of agriculture, industry or public health 
are exempt from tax on fulfilment of certain conditions 
[section 8(1)]. 

(4) Any entertainment or class of entertainments 
may be exempted from tax by general or special order 
of Government [section 8(2)]. 

Amendment 

2. The last amendment, which is the only amend¬ 
ment after Partition, was made in 1949 by the West 
Bengal Amusements Tax (Amendment) Act, 1949, by 
which cinema tickets were subjected to higher rates 
of tax and complimentary tickets or passes for cinema 
shows which were till then free from taxation were 
brought under the tax. 

Rates of levy 

3. (1) General rate 25 per cent, [section 3(1)], 

(2) Concessional rate, —For admission to any theatre 
or circus or any class of entertainment considered 
suitable by Government, the tax is levied at conces¬ 
sional rates from half an anna and upwards according 
to the value of the tickets [section 33]. 

(3) Special rates which apply to cinema shows are 
as follows :— 

Where the payment excluding the amount of tax— 

(i) is more than three annas but not more than 

one rupee—25 per centum of such payment; 

(ii) is more than one rupee but not more than 
three rupees—50 per centum of such payment; 

(iii) is more than three rupees—75 per centum of 
such payment [ vide section 3(a)], 

These rates were introduced as from 1st April 1949 and 
are still in force. 


In all the three cases, the exemptions are as stated 
under the “Main features”. 


The effect of the enhanced rates on the revenue may 
be seen from the following figures of receipts:— 


assisted by three inspectors and a few clerks. In th6 
districts there is no clerical staff for this work except 
in the district of 24-Parganas. 


The tax is paid either by affixing Entertainments 
Tax Stamps on admission tickets or by weekly cash 
payment on furnishing sufficient security deposit. No 
question of assessment appeal or revision arises in 
the matter. 


Cost of administration 

5. Cost of administration consists mainly of the pay 
and allowances of the Inspectors and clerks in Cal¬ 
cutta and the district of 24-Parganas. Besides there 
is the cost of printing entertainments tax stamps. 
The following table compares the receipts with the 
direct cost on the items stated above :— 


[Rupees in thousands.] 


Years 

Cost (including cost 
Receipts of printing entertain¬ 
ments tax stamps) 

1948-49 . 

• 61,54 

36 

* 949-50 . 

93>°7 

61 

1950-51 - 

**05,20 

52 

1951-52 . 

1,09,76 

47 

* 952-53 * 

1,04,33 

57 


Trends in receipts 

6. The receipts given above show an upward trend 
since 1949-50 from which year the rates of Entertain¬ 
ments Tax on cinemas were enhanced. The higher 
rate of 75 per cent, is practically inoperative as the 
cinema houses have abolished seats of the value of 
more than Rs. 3. The slight fall in revenue in 1952-53 
may be due to the present economic recession but is 
hardly significant yet. 


Arrears 

7. The tax is paid by affixing Entertainments Tax 
Stamps on tickets or by cash payment each week. So 
there is hardly any arrear. 


Evasion 

8. No case of evasion or avoidance of tax by the 
proprietor of a permanent cinema house or other 
place of entertainment has been detected so far. It is 
possible that some evasion takes place through occa¬ 
sional or peripatetic entertainments. One method used 
for such evasion is issue of free invitation cards in¬ 
stead of printed tickets, the invitation cards being 
generally issued on receipt of a “donation”. 


Section II—Replies to Questions 


Question No. 172(1). 


[Rupees in thousands.] 

*94 8 "49.61,54 

1949-50 . 93>°7 

j 9505 1 . 1,05,20 

^ 95 r - 5 2 • .*>09,76 

* 952-53 *>04,33 


Administrative set-up 

4. The Taxation Branch of the Finance Department 
is the appropriate Administrative Department in the 
Secretariat. The Collectors of districts in the districts 
and the Collector of Stamp Revenue, Calcutta, are in 
administrative charge. The Collector of Calcutta is 


This tax is usually levied on tickets of admission to 
entertainments or amusements , of which the cienma is 
by far the most important. In this regard , the Cinema-' 
tograph Industry Enquiry Committee considered the 
incidence of the tax on the industry too heavy . Do you 
agree with this view , and in particular, do you consider 
that the rates have been reaching the point of diminishing 
returns ? 


No. The incidence of the tax is not on the industry 
but on the visitors to places of entertainments. As the 
trend of receipts indicate, the point of diminishing 
returns has not been reached. With a good book , the 
houses are still generally full 


Question No. 173(2). 


The Committee also suggested uniformity in the 
routes of duty which differ widely from State to State. 
Do you agree with this view ? If so , how should'it be 
achieved ? 
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No. Conditions vary wid^ from State to State. 
Uniform rates unde r iir uniform conditions are cleaily 
not justified. The la.t finance Ministers' Confer||_pce 
held in New EJsJhi on the 14th and 15th October, 19 52, 
did not accept this recommendation. 

Question No. 172(3). 


The main features 

TJ 16 restricted to consumption of energy 

for lights and fans onbn 

(2) Persons consuming less fhan 15 units per month 
are exempt from tax. 


How far would you apply graduation in the rates of 
entertainments tax ? 

At present in this State . there are four classes of 
seats for the purpose of taxation, viz., an exempt class, 
a 25 per cent, rate class, a 50 per cent, rate class and 
a 75 per cent, rate class. The 75 per cent rate is 
practically inoperative as there are no seats of tne 
value of more than Rs. 3 on which this rate is appli¬ 
cable. 

Question No. 172(4). 

What modification in the system of levy would you 
suggest ? 

No basic modification is called for. As the 75 per 
cent, rate has become inoperative it is possible that 
slight re-adjustment of the rates may produce larger 
revenue without causing any hardship to the industry 
and without being harsh to the cinema-going people. 

Question No. 173. 

What principles would you adopt in regard to ex¬ 
emptions ? Should the criterion be — 

(i) character of the entertainment , (e.g., educa¬ 

tional film ); 

(ii) nature of object to which net receipts are 

applied (e.g, charity show) ; 

(iii) class of persons ad7nitted to entertainment 
(e.g., lowest class of tickets ) ; 

(iv) any other factor ? 

In this State exemption is allowed on all the criteria 
stated in the question [ vide section 8(1)]. Adoption of 
any other criteria is not necessary. 

Question No. 174, 

How important is evasion of the entertainments tax 
and what methods of evasion are practised*! What 
steps would you take to minimise evasion ? Should 
there be a restriction on the number or proportion of 
complimentary tickets issued ? Should collection be 
more generally by stamps 7 

As already stated, evasion of entertainments tax 
does not present any serious problem in this State. 
Tax imposed on complimentary tickets as from 1st 
April 1949 has led to reduction in the number of such 
tickets to the advantage of the proprietors. In the pre¬ 
sent circumstances any restriction on the issue of 
complimentary tickets is not considered necessary. 

The ordinary system is payment by stamps. But a 
cinema house may be allowed to adopt the cash system 
by special orders of Government. This system is work¬ 
ing well and no change is called for. 


The Tax is levied on the consumer and the 
supplies of energy are made responsible for collecting 
it. 

Amendments 

2. The charging section in the original Act imposed 
tax on all energy consumed for lights and fans. For 
the purposes of collection, however, only two cate¬ 
gories of suppliers of energy were mentioned in the 
original Act, viz., a licensee and a generator. This was 
so as there was no other category in existence then. 
In December 1947 the State Government acquired the 
Barrackpore Electric Supply Company and by an 
amendment made in 1950, State Government was add¬ 
ed as a third category of supplier for the purposes of 
collection of the tax. Recently Chittaranjan Locomo¬ 
tive Works which used to generate energy for lights 
and fans in their residences and were collecting the 
tax from the said consumers as a generator, have 
stopped generating the energy and are taking bulk 
supply from the Damodar Valley Corporation. Rules 
were thereupon amended to include “any other sup¬ 
plier” of energy as a fourth category of supplier and 
therefore of collecting agent. 

Rates of levy 

3. The original rate of levy was at the flat rate of 
six pies for each unit of energy consumed no tax 
being levied on consumers of not more than 15 units 
per month. In 1943, as a temporary measure, graduat¬ 
ed rates of levy were introduced as follows :— 

(a) when the net charge for the supply of energy 
for the purpose of lights or fans or both does 
not exceed three annas for each unit of energy 
consumed— 

in the case of consumer whose consumption of 
energy during the month to which the cal¬ 
culation of duty relates, 

(i) does not exceed fifteen Nil 
units. 

(fi) exceeds fifteen units Six pies for each unit 
but does not exceed of energy consum- 
fifty units* ed. 

(Hi) exceeds fifty units One anna for each 

unit of energy con¬ 
sumed. 

(b) where the net charge exceed Six pies for each unit 

three annas for each unit. of energy consum¬ 

ed, no tax being 
leviable when con¬ 
sumption does not 
exceed 15 units in 
a month. 

The temporary increase was made permanent in 
1949 under the West Bengal Finance Act, 1949, 


Question No. 175. 

Would you suggest the extension of the scope of 
application of the tax to any other organised and con¬ 
veniently taxable forms of entertainment not taxed at 
present ? Would you recommend the exclusion from 
the scope of the tax of any kind of e7itertainment which 
is taxed at present ? 

Generally speaking, all forms of entertainment on 
which tax should be paid and from which tax can be 
collected conveniently are subjected to tax. The law 
also makes adequate provisions for exemptions. No 
change is therefore considered necessary, 


Thus no change in the rates has been made after 
1943. 

Exemptions 

Besides exemption of small consumers, referred. to 
in paragraph 1, the law also provides for the following 
schedule of exemptions :— 

Energy consumed— 

(1) by any Government save in respect of pre¬ 
mises used for residential purposes, 


Section III— Other Remarks 
Nil. 


electricity duty 


(2) by, or in respect of, any— 

(i) local authority; 

(ii) railway administration save in respect of 
premises used for residential purposes; 


Section I—Factual Background 
The law 


(iii) tramway company, save in respect of pre¬ 
mises used for residential or office pur¬ 
poses; 


The tax is levied under the Bengal Electricity £)uty 
Act, 1935. 


(iv) mine, save in respect of premises used for 
residential or office purposes; 
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(v) industrial undertaking save in r ®|Pf ct 
premises used for residential or office pur 
poses; 

(vi) a hospital or dispensary which is not main* 
tained for private gain ; 


(3) in any— 

(i) place of public worship, public burial or 
burning-ground or other place for the dis¬ 
posal of the dead; 

(ii) premises declared by the State Government 
to be used exclusively for purposes of pub¬ 
lic charity; 

(iii) vessel, whether sea-going or inland. 

There has been no change in the above schedule of 
exemptions since the imposition of the tax. 


Administrative set-up 

4. The Finance Department is the administrative 
department in the Secretariat. As the tax is colletced 
through the suppliers of energy who collect it along 
with their own bills, no elaborate administrative set¬ 
up is necessary. The Collectors of districts and the 
Chief Electric Inspector assisted by two Inspecting 
Officers are responsible for carrying out the purposes 
of the Act. 


tion, dur Ing the past few years, have been as 
follows t: 


1947- 48 (Post-Partition) . 

1948- 49 

1949 - 50 - 

1950- 51 . 

1952- 53 * 

1953- 54 (Budget) 



[Rupees in thousands] 

40,78 

72,9* 

85 , *3 
94 > 3 6 
99,37 
1 , 00,00 


Arrears 

7. The law provides that the tax payable shall be 
the first charge on the amount recoverable by the 
Electric Supply Company for the energy supplied by 
him and shall be a debt due by the Company to the 
Government. It also authorises the supplier to cut off 
the supply in the case of default. There is therefore 
no question of arrears accumulating and recovery of 
arrears presents no difficult problem to Government. 


Cost of Administration 

. 5. A rebate of 1 per cent, on the amount collected 
is allowed to the Calcutta Electric Supply Corporation 
on account of their cost of collection. In the case of 
other licensees the rebate is allowed on a graduated 
basis as follows:— 

10 per cent, on the first Rs. 100 collected, 

24 per cent, on the next Rs. 400 collected, 

2 per cent, on the sums above Rs. 500 collected, 
subject to the maximum of Rs, 1,000 per month. 

The other costs relate to the pay and allowances of 
three Inspecting Officers and their office staff in Cal¬ 
cutta, 

The cost of collection consists of the rebates allowed 
pay two Ins P ectin S Officers and their staff. 
The Chief Electric Inspector's main duty being in con¬ 
nection with the administration of the Electricity Act, 
his pay has not been included. On this basis the total 
costs have been as follows:— 

[Rupees in thousands] 


Rebate Cost of 
paid to the Inspecting 

Year Calcutta Officers Total 

Electric and staff 
Supply 
Corpora¬ 
tion 


1948-49 * 

* 

♦ 

7 1 

7 

78 

* 949-50 • 

• 

• 

78 

7 

85 

1950-51 . 


• 

82 

8 

90 

1951 - 52 . 


* 

90 

9 

99 

*952-53 * 


, 

96 

H 

IIO 


Notk, —Rebates paid to licensees other than the Calcutta Electric supply 
Corporation are not readily available and have not been taken into account. 
The amount is small 

The assessment is simple and is made by the sup¬ 
plier who presents the demand for the tax along with 
his own bill. In case of any dispute between the con¬ 
sumer and the supplier, the decision of the Collector 
in the district and of an officer specially authorised in 
this behalf in the Calcutta Collectorate in Calcutta is 
final. 


Evasion 

8 . There is very little scope for evasion or avoidance 
of tax. No other preventive measures are considered 
necessary. 

Section II— Replies to Questions 
Question No. 178. 

A tax on the consumption or sale of electricity is 
levied in several States in India, Do you consider that 
this is a suitable tax and may be adopted by other 
States ? Would you restrict it to consumers of energy 
for domestic purposes or would you extend it to sales 
for industrial uses also ? 

( 1 ) The tax has ben found quite suitable for this 
State and can certainly be adopted by other States, 
subject, of course, to the requirement of the overall 
fiscal policy of each. In this State, the good features of 
the tax are— 

(a) it does not hit the poorest classes who do not 
generally use electric lights and fans. Even 
when they use it, their exemption is assured 
by a suitable exemption limit; 

(b) it is easy to collect; 

(c) it is an expansive source of revenue; and 

(d) electric energy used as power for industrial 
undertaking is exempt. 

This Government is not in favour of taxing the 
industrial uses of electricity. 

Question No. 177. 

In respect of domestic purposes — 

(a) should a distinction be drawn between the 
electrical energy consumed for lights and fans 
and the energy consumed for other domestic 
purposes ( frigidaires, heaters, radios , etc.)? 
On what principles would you determine the 
rates of duty ? 

(b) what exemptions would you suggest and on 
what basis ? Would you apply a lower rate of 
duty to small consumers ? 

(a) A distinction is now made in this State, The 
energy used for frigidaires, heaters and radios, etc., 
is supplied at a cheaper price by the suppliers and is 
also free from tax. This has the effect of encouraging 
the use of these articles. It has been sometimes sug¬ 
gested that the exemption may be removed or even 
a higher rate may be levied on their uses. But the 
energy consumed for these purposes is small and it 
has not yet been considered worth while to do so. 
Many consumers also do not consider it worth while 
to claim the exemption by getting a separate meter. 


There is no provision for appeal or revision. 

Trend in receipts 

6 . The receipts from the tax, excluding the rebate 
allowed to Electric Supply Companies for cost of collec¬ 


(b) In this State there are three classes, viz., an 
exempt class who consume not more than 15 units per 
month, a six-pies-unit class who consume more than 
15 units but not more than 50 units per month, a one- 
anna-mit class who consume more than 50 units per 
month. In areas outside Calcutta where the charge is 
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more than three annas per unit, the rate of levy is 
uniform and is six pies per unit, subject of course to 
the exemption limit of 15 units. 

This is working satisfactorily. 

Question No- 178. 

If you are in favour of a duty on energy use i 
industrial purposes, on what principles would you dete 
mine the rates of duty ? What exemptions would you 
provide for and on what basis ? 

This Government are not in favour of levying duty 
on electric energy used for industrial purposes. 

Question No. 170. 

How would you modify your suggestions in reply to 
the foregoing questions if electrical energy — 

(i) is entirely supplied by Government under¬ 
takings in a State; 

(ii) is supplied by Government undertakings in 
some areas of a State and private undertakings 
in other areas ? 

Government supplying energy from a Government 
undertaking is in the same position as that of a 
licensee supplying energy. So the conditions of levy 
remain the same whether energy is supplied wholly 
by Government undertaking or by Government under¬ 
takings in some areas and private undertakings in 
other areas in a State. 


Question No. 180. 

What degree of uniformity as between different 
States would be desirable in regard to the levy of 
electricity duty ? How would you achieve it ? 


No degree of uniformity whether with regard to 
rates of levy or with regard to exemptions is possible, 
desirable or necessary. The consumption is wholly 
local and the retail supply of energy is entirely State 
controlled. Moreover conditions regarding the ability 
to pay, requirement of revenue, etc., differ from State 
to State and it is necessary that each State should be 
left free to increase or decrease the rates or to grant 
exemptions according to its needs. 


Section III— Other Remarks 


The Commission’s attention is drawn to Articles 287 
and 288 of the Constitution. 


Article 287 bans levy of duty by a State on energy 
consumed by the Government of India or by a Rail¬ 
way Administration, This is intended to exempt con¬ 
sumption by the Government of India or the Railway 
Administrations, but not consumption by Government 
or Railway officials in their residences. Recently a 
Railway Administration raised the point that this Arti¬ 
cle exempts the consumption by officials in their resi¬ 
dences also. We suggest that the position in this res¬ 
pect may be made perfectly clear. 


Article 288 is intended to exempt the generation, con¬ 
sumption, distribution or sale by a body like the 
Damodar Valley Corporation. If Damodar Valley Cor¬ 
poration sells in bulk, to the Calcutta Electric Supply 
Corporation and the latter supplies the energy to con¬ 
sumers in Calcutta, the consumption by citizens of 
Calcutta is not intended to be exempt. Similarly if the 
Damodar Valley Corporation sells in bulk to the Chit- 
taranjan Loco Works and the latter sells to their 
officers for consumption in their residences, the resi¬ 
dential consumption is not intended to be tax-free. 
All that is intended is that the bulk sale by the Damo¬ 
dar Valley Corporation is exempt. The question is 
likely to arise on a big scale in future. In fact there 
is at present a proposal that the Calcutta Electric 
Supply Corporation should get its additional require¬ 
ment of energy not by generation but by taking bulk 
supply from the Damodar Valley Corporation. The 
position may therefore be made perfectly clear in this 
respect. 


There is also no reason why retail sale, if any, by 
the Damodar Valley Corporation to a private consumer 
for use for lights and fans should be exempt. Perhaps 
the Damodar Valley Corporation is not expected to 
do so. But the point may be made clear, if necessgjy, 
by legislation. 


BETTING TAX 

Section I—Factual Background 


The law 

The tax is levied under the Bengal Amusements 
Tax Act, 1922. 


Main features 

The tax is restricted to betting in horse-races only. 
This is so as all gambling, other than betting on horse¬ 
races conducted in an approved place, is prohibited by 
law. 


As betting can be done either through a totalisator 
or with a book-maker, the tax is levied in two forms. 
viz : — 


(1) The totalisator tax on all moneys received into 
the totalisator by way of stakes or bets. 


(2) The betting tax on all moneys paid or to be 
paid to a licensed bookmaker by a backer in respect 
of bets. 


Amendments of the law 

2. Before 18th December 1950 the second form of 
the tax, namely, the betting tax, was levied on all 
moneys paid or agreed to be paid by licensed book¬ 
makers to winning punters and not on all money# 
received by book-makers from the punters at the 
time of entering into the bets. The basis of levy 
so changed by the promulgation of an Ordinance on 
18th December 1950, which was followed up by an 
Act of the legislature [ vide the Bengal Amusements 
Tax (West Bengal Amendment) Act, 1951.] 

Rates of levy 


3. The rate has been changed from time to time as 
follows:— 


Year of change 


Rate adopted 

192a 

• ( 4 % 

from tst April 192a). 

1943 • 

. do% 

from 1st May 1943). 

1945 

• . ( 15 % 

from 10th July 1945). 

1948 

. (ao% 

from 1st April 1948), 

1950 

• (>2l% 

from 8th December 1950) 


There is no special rate nor any exemption. 


Administrative set-mp 

4. The Administrative Department in the Secreta¬ 
riat is the Taxation Branch of the Finance Depart¬ 
ment. 


The races are conducted by the Royal Calcutta Turf 
Club in Calcutta, the Tollygunge Gymkhana Club in 
Tollygunge, and the Darjeeling Gymkhana Club in 
Darjeeling. The book-makers in all these places are 
licensed by the Royal Calcutta Turf Club. 


The totalisator tax is credited to Government direct 
by the Clubs. Supervision rests with the Collector of 
Stamp Revenue, Calcutta, in Calcutta and with the 
Deputy Commissioner, Darjeeling, in Darjeeling. 

The book-makers tax in the Calcutta and Tollygunge 
races is collected by the Royal Calcutta Turf Club and 
credited to Government. The Royal Calcutta Turf 
Club has been authorised by the Government in this 
behalf. In Darjeeling the book-makers tax is collected 
by the Deputy Commissioner, Darjeeling. 

No special provision for assessment, appeal or revi¬ 
sion is necessary. 

Cost of Administration 


5. The Royal Calcutta Turf Club does the work of 
collection of the tax from the book-makers in Calcut¬ 
ta and Tollygunge on a fixed commission of Rs. 10,000 
per annum. There is no other administrative cost, 
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Trends in receipts 

6. The receipts from the tax have been as follows 


[Rupees in thousands.] 


Year 

Receipts 

Rate of levy 

Individed Bengal— 



1939-40 . 

iL 35 " 


1940-41 . 

1 1.79 




h 4 % 

1941-42 . 

13,07 


1942-43 , 

* 3>45 . 


1943-44 • 

41,09 

10% as from 1-5-43* 

1944-45 • 

73,25 

10% 

1945 56 • 

1,01,39 *5% as from 10-7-45. 

1946-47 . 

*,17,88 

15% 

West Bengal— 



CO 

69,52 

*5% 

(from 15-8-47 to 31- 

-3-48) 


1948-49 . 

95 >45 

20% as from 1-4-48, 

1949-50 . 

90,75 

20% 

I 95 °- 5 I • 

61,07 

I 2 j% as from 8-12-50. 

i 95 J -52 , 

56,24 

*ai% 

1952-53 ■ 

62,6^ 

*2j% 

1953-54 (Budget) . 

60,00 

*ai% 


Arrears 

Nil. 


Evasion 

8. Evasion takes place mainly if not wholly, through 
illegal betting operations. These illegal# operations 
take-place both inside and outside the race enclousers 
and are generally of the following classes :— 

(a) Operations by unlicensed book-makers inside 
the racing enclosures; 

(b) Operations by “Bucket-shops” outside the 
racing enclosures; and 

(c) Clandestine operations by some licensed book¬ 
makers. 

The illegal practices have a tendency to increase 
during economic depression. 

In view of the recent downward trend in receipts, 
Government appointed in June 1950 a Committee to 
enquire into the various forms of unauthorised gamb¬ 
ling and to recommend measures for effectively stop¬ 
ping such gambling. With regard to betting in horse 
races, the Committee recommended the reduction of 
the rate of betting tax from 20 per cent, to 10 per 
pent, and the levy of the tax on all moneys received 
by book-makers from the punters at the time of enter¬ 
ing into the bet instead of all moneys paid by book¬ 
makers to winning punters. After a careful considera¬ 
tion of the recommendations of the Committee, Gov¬ 
ernment promulgated an Ordinance on 8th December 
1950 reducing the rate to 12J per cent, and also 
changing the basis of levy in the case of book-makers, 
betting tax as recommended by the Committee. The 
Ordinance was followed up in 1951 by an Act of the 
Legislature amending the relevant provisions of the 


Bengal Amusements Tax Act, 1922, with a view to 
continue the provisions of the. said Ordinance as a 
permanent measure. 

Police vigilance on illegal betting was increased 
simultaneously. 

Provisions were also made by the West Bengal Pub¬ 
lic Gambling (Penalities Enhancement) Act, 1950, for 
enhanced penalties for the punishment of certain 
offences relating to wagering or betting upon horse¬ 
races. 

The effect of all these measures on revenue can be 
seen from the trend of receipts given above. 

Section II— Replies to Question 

Betting and Prize Competition Taxes 
Question No. 181. 

The betting tax is confined in practice to horse \ 
racing. Have you any suggestions to make regarding 
the rates of betting tax , the manner of levy of, the* tax. 
and the measures which may be adopted for minimis¬ 
ing evasion of the tax ? 

Rates must have relation to contemporary economic 
and other conditions. During and after the war higher 
rates had no adverse effect; but after 1950 the revenue 
was sharply falling and rates had to be induced. 
Present rates seem to be well adjusted to the f fcbiidi- 
tions as revenue has more or less been stabilised. 

The present manner of levy is satisfactory. 

Measures adopted for minimising evasion have 
already been stated in Section I. They are (1) change 
in the basis of the book-makers’ tax, (2) increased 
police vigilance, (3) provision for enhanced punish¬ 
ment for illicit gambling, and (4) reduction in the 
rates in conformity with contemporary conditions. 

Question No. 182. 

Do you consider it practicable to extend betting tax 
to other forms of betting ? To which and how ? 

This Government is considering the practicability of 
levying a betting tax on lotteries conducted by ap¬ 
proved clubs. 

Question No. 183. 

Have you any suggestions to make regarding the 
tax on prize competitions, e.g,, on crossword puzzles ? 
To what extent is uniformity between States desirable 
in regard to rates, etc., and what steps ivould you 
take to bring about such uniformity ? What suggestions 
can you make in regard to preventing evasion or 
avoidance of the tax ? 

As conditions are not uniform in all States, unifor¬ 
mity of rates is neither desirable nor practicable. 

As there is no tax on crossword puzzles in thi£ 
State, there is no suggestion to offer regarding pre¬ 
venting evasion or avoidance of the tax. 

Section III— Other Remarks 
Nil. 

PRIZE COMPETITION TAX 

Section I— Factual background 

As there Is no tax prize cg/hpetitions, there is no 
factual information to% furnish. 

Section II— Replies to Questions 

Please see reply to Question 183 included in the 
replies to question on Betting Tax. 

Section III— Other Remarks 

Nil. 
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